
In The Matter Of:

Readying Michigan To Make Good Energy Decisions

Michigan Energy Public Forum
March 18, 2013

O'Brien & Bails Court Reporting & Video
Michigan Firm No. 8029

141 East Michigan Avenue, Suite 206 (Headquarters)
Kalamazoo, MI 49007

1.800.878.8750

To open files, click on the desired file type in bookmark on left.
For quick saving or searching multiple files, click attachments tab (or paperclip) on left.

For best viewing/searching, use Adobe Reader/Acrobat ver. 9 or higher
(www.adobe.com).


	Files
	ScreenView Transcript (view/search)
	Condensed Transcript (view/search/print) 
	Full Size Format (view/search/print) 
	ASCII Transcript File





In The Matter Of:
Readying Michigan To Make Good Energy Decisions


Michigan Energy Public Forum


March 18, 2013


O'Brien & Bails Court Reporting & Video


Michigan Firm No. 8029


141 East Michigan Avenue, Suite 206 (Headquarters)


Kalamazoo, MI 49007


1.800.878.8750


Original File 03-18-2013 WMU Hearing.txt


Min-U-Script® with Word Index







Readying Michigan To Make Good Energy Decisions Michigan Energy Public Forum
March 18, 2013


L*4949*L* Page 1


 1            READYING MICHIGAN TO MAKE GOOD ENERGY DECISIONS
   
 2 
   
 3                    Michigan Energy Public Forum
   
 4 
   
 5                      Monday, March 18, 2013
                         1:00 p.m. - 5:10 p.m.
 6 
   
 7 
   
 8 
   
 9                    Western Michigan University
                    Fetzer Center, Kirsch Auditorium
10                         2350 Business Court
                           Kalamazoo, Michigan
11 
   
12 
   
13 
   
14 
   
15  Hosted By:      Mr. Steve Bakkal, Director
                    Michigan Energy Office
16 
                    Mr. John Quackenbush, Chairman
17                  Michigan Public Service Commission
   
18 
   
19 
   
20 
    Reported By:    Marjorie A. Covey, CSR-2616
21                  O'Brien & Bails Court Reporters
   
22 
   
23 
   
24 
   
25 


Page 2


 1  INTRODUCTION:                                                 PAGE
   
 2        Steve Bakkal, Michigan Energy Office                       4
   
 3        John Quackenbush, Chairman, Michigan Public                7
                 Service Commission
 4 
          Steve Bakkal, Michigan Energy Office                      10
 5 
          State Representative Aric Nesbitt, Chairman of the
 6             House Energy and Technology Committee                11
   
 7        State Representative Sean McCann, 60th District           59
   
 8 
    PRESENTATIONS:
 9 
          Paul Chodak, President and COO of Indiana Michigan
10             Power                                                14
   
11        Gerhard Goss, Director Administration & Controlling,
               J. Rettenmaier USA                                   21
12 
          Jill Burnett, Marketing Director for THAW                 30
13 
          Nicholas Occhipinti, Director of Policy and
14             Community Activism, West Michigan Environmental
               Action Council                                       35
15 
          Marty Kushler, Senior Fellow, American Council for
16             An Energy-Efficiency Economy                         42
   
17        Eugene Trisko, Attorney of Law, American Coalition for
               Clean Coal Electricity                               51
18 
          Steve Frenkel, Director of the Midwest Office, Union
19             Of Concerned Scientists                              63
   
20        David Fein, Vice President of State Government Affairs,
               Exelon Corporation                                   71
21 
          Ken Sikkema, Senior Policy Fellow,  Public Sector
22             Consultants                                          78
   
23 
   
24  PUBLIC STATEMENTS:
   
25        Mr. Duane Hagen                                           85


Page 3


 1  PUBLIC STATEMENTS (CONTINUED)                                 PAGE
   
 2        Ms. Jan O'Connell                                         87
   
 3        Mr. Dale Shugars                                          90
   
 4        Mr. Tom Stacy                                             92
   
 5        Mr. Maynard Kaufman                                       96
   
 6        Mr. Michael Youngblood                                    98
   
 7        Mr. Art Toy                                              102
   
 8        Mr. Benjamin Brown, Junior                               105
   
 9        Mr. Dan Alway                                            106
   
10        Sister Virginia Jones                                    109
   
11        Mr. Martin Stone                                         111
   
12        Ms. Michelle Rison                                       113
   
13        Mr. Brett Little                                         116
   
14        Mr. Samuel Field                                         118
   
15        Mr. Chad Jones                                           120
   
16        Mr. Larry Kaufman                                        123
   
17        Mr. John Taylor                                          126
   
18        Mr. Matt Rosendaul                                       127
   
19        Ms. Wendy Denning                                        130
   
20        Mr. Sean Madden                                          134
   
21        Ms. Julia Ludwig                                         136
   
22        Mr. Robert Alway                                         137
   
23        Dr. Paul Clements                                        140
   
24 
    CLOSING:
25 


Page 4


 1                 Kalamazoo, Michigan


 2                 March 18, 2013 - 1:05 p.m.


 3                 DIRECTOR STEVE BAKKAL: Good afternoon, every one.


 4       Welcome, it's great to be here today.  I am Steve Bakkal from


 5       the Michigan Energy Office, part of the Michigan Economic


 6       Development Corporation.  On behalf of the Chairman of the


 7       Michigan Public Service Commission, Mr. John Quackenbush, and


 8       myself, we would like to welcome you to our forum, Michigan


 9       Energy Public Forum, as we continue our process to ready


10       Michigan to make good energy decisions.


11                 As many of you are aware, Governor Snyder gave his


12       energy and environment address this past December.  And in


13       his address he laid out the three pillars of a sound energy


14       policy, that of reliability, affordability and protecting the


15       environment, all built on a foundation of adaptability.


16                 And as part of that message the Governor also


17       discussed about 2013 being the year that we engage with the


18       public and engage with our legislators to gather facts and


19       information that are needed to make good energy decisions in


20       three specific areas that guides much of our energy policy


21       today; that of energy efficiency, renewable energy, electric


22       choice, or other additional energies that should be


23       considered.


24                 Which brings us to why we're here today.  This past


25       January we launched the input phase of this process that the
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 1       Governor talked about.  So in addition to these forums, we


 2       also launched a new website at Michigan.gov/energy, where we


 3       posted a number of questions that we're looking for input and


 4       information on.  The website will be open for submissions


 5       until April 25th.


 6                 And when you go to the website, you'll notice a


 7       number of questions in each of those specific topics areas.


 8       Many of them are very technical in nature and asking for


 9       specific information, but generally they can all be


10       summarized by these two questions.  First, what information


11       do energy policymakers need to consider in order to make good


12       energy decisions; or what existing data or studies are out


13       there that can be utilized by our policymakers.


14                 What you won't see on the website are questions


15       that are asking for specific policy recommendations.  We're


16       not asking you what our targets should be in these specific


17       areas, or if we should even have targets in these specific


18       areas.  We're asking for the underlying facts and studies


19       that are needed by our policymakers to make those


20       determinations.


21                 Again this is our fourth public forum.  We have


22       three more through the end of April.  The format of these


23       forums will be similar to what we have today.  We'll have a


24       number of presentations in the first half from some of the


25       major stakeholders that will attempt to address the questions
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 1       that we've posed on our website from their perspective.  And


 2       then we will dedicate a large portion of the time this


 3       afternoon for public comments as well.


 4                 All the comments today, the complete forums, the


 5       past presentations and today's presentation, are all going to


 6       be available on the website.  We have the assistance of a


 7       court reporter here today so the transcript of the forum


 8       today will be available on the website.


 9                 All the presentations again will be on there.  What


10       you will notice is none of the presentations are similar from


11       one event to the other, we've tried to make this as diverse


12       as possible.


13                 Also on the website you'll notice there has also


14       been a number of submissions that are attempting to answer


15       some of the questions we've posed.  So I encourage you to go


16       on the website, review those; and if you have better


17       information that's available, I encourage you to submit that


18       as well.


19                 After this input phase concludes at the end of


20       April, in the May through June time frame, the Chairman and


21       myself will be beginning to draft our outlines of the report.


22       We'll start to look at what information that we still didn't


23       gather through this process and that's missing that we may


24       need to go out and gather.  We'll start to compile reports in


25       the July-September time frame.  We'll release a preliminary
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 1       draft of the report in October-November, again making it


 2       available for public comment as well.  And in the


 3       November-December time frame we'll release the report.  And


 4       we anticipate the Governor will use the findings of the


 5       report to develop his own comprehensive energy policy that


 6       he'll announce at the end of the year.


 7                 At this point I'd like to introduce the Chairman of


 8       the Michigan Public Service Commission, Mr. John Quackenbush.


 9       He'll give you some background as it relates to these few


10       topics areas we're discussing today.  Please join me in


11       welcoming Mr. Quackenbush to the stage.


12                 CHAIRMAN JOHN QUACKENBUSH: Yes, it's great to be


13       here.  It looks like we have another great turn out.  Thank


14       you for coming and expressing your interest in Michigan's


15       energy future.


16                 What I'd like to do real briefly, and I'm going to


17       try to keep it brief because I know we're here mostly to


18       listen to you, and I know we have a lot of interest out there


19       in speaking today.  But I want to frame the issues a little


20       bit in the big three areas that we're seeking information on,


21       and show you what we have so far.


22                 Starting with energy efficiency.  You can see that


23       we've had targets since 2009, we've ratcheted the target up


24       through 2012.  This was all done in the legislative package


25       of 2008.  And we've beat the target every year.  We have --
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 1       and this is for electricity.  We've ratcheted it up to a one


 2       percent target and we beat it.


 3                 So one of the questions on our plate is where do we


 4       go from here.  We're looking for data report studies that


 5       will support setting a new standard, whether it's higher,


 6       lower, keep it at the same, we're very much interested in


 7       that.


 8                 Next slide is the same information about gas.  We


 9       have gas energy efficiency programs.  Our ultimate target


10       here for 2012 and beyond is .75 percent.  Again, same kind of


11       issues, and we have met and beat our targets every year so


12       far.


13                 Moving on to renewable energy -- and let me just


14       mention that all of these charts are on the website,


15       Michigan.gov/energy, and they're also contained in commission


16       reports that are filed with the legislature.  We have annual


17       reports on these three topics.  The Energy Efficiency Report


18       is due November 30th every year so you can go onto the


19       Michigan Public Service Commission website and find that


20       November 30th report.  It has more details than what I just


21       showed you.


22                 The Renewable Energy Report here is due February 15


23       every year, and we just filed a new report.  There is a lot


24       more details than this one chart.  But as you can see the bar


25       is progressing upwards as you move to the right.  It shows
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 1       that we're making progress in adding more renewable energy.


 2       We have a 10 percent by 2015 target that we're moving


 3       towards, and we expect to meet.  And we'll be able to take a


 4       look as we get a little bit closer to be able to tell, you


 5       know, how well was that integrated into our grid in Michigan,


 6       and how well it performed.


 7                 And from there, do we want to set a higher standard


 8       for a year beyond 2015, do we want to keep it where it is?


 9       Again we're looking for the data and support for, you know,


10       how to guide our future.


11                 Stepping on to electric choice, which is the third


12       issue.  Again, here is the commission report that's due


13       February 1 each year.  And this data comes directly from that


14       report.  The top half shows Consumers Energy statistics, and


15       the bottom half shows Detroit Edison.


16                 And what this basically shows is that we have a 10


17       percent cap on electric choice.  And if we were to just


18       eliminate that cap overnight, there is demand for customers


19       to go to 24 percent in the Consumers Energy territory, and 21


20       percent in the Detroit Edison territory.  Both of those


21       numbers are shown in the bottom right-hand corner of the


22       respective tables.


23                 And so that kind of gives you an idea that


24       currently there is demand for more electric choice.


25                 I'll close with a few charts of rates, retail
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 1       rates, that come also from the Electric Choice Report.  As


 2       you can see, if you can follow it, Michigan currently is at


 3       the highest rate, this is for residential customers, on a


 4       statewide average, compared to some of our surrounding


 5       Midwestern states.  If you go all the way back to the year


 6       2000 we were generally towards the top part.  In the middle


 7       of the past decade, we've drifted down to where we were in


 8       the middle range of rates compared to other states, and by


 9       2012, we're back up to where we're at the top.  So we're


10       investigating why this is.


11                 We're interested -- and maybe you'll notice some


12       questions on the website looking for reasons why.  We think


13       we know some of the reasons.  We're looking for all of them


14       to get a fuller picture.


15                 The next chart is similar information, but it's for


16       industrial rates.  Again, you can see Michigan has been in


17       the upper half of surrounding states generally, but now, as


18       of 2012, is right at the top.


19                 So this is some of the data we're starting with.


20       We know there is different ways of interpreting data, and


21       slicing and dicing it.  We're welcoming your comments on it,


22       and if you have supplemental data, we welcome that as well.


23                 So let me turn it back over to Steve.


24                 DIRECTOR STEVE BAKKAL: Thank you, Mr. Chairman.


25                 Before we start with our presentations, I just
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 1       wanted to go through our agenda for the day.  Again we'll


 2       have nine presentations today from some of the major


 3       stakeholders groups, some companies that are in this area


 4       that are going to attempt to answer some of the questions


 5       we've posed from their perspective.  We'll be taking a short


 6       break after that and then coming back for public comments.


 7                 For today's schedule we are ending at 5.  We just


 8       learned that we can't stay past 5.  I know some of the


 9       previous events we were able to stay past 5 and let every one


10       that wanted to speak to speak.  I understand today we already


11       had 40 requests to speak which we should be able to get


12       through if everybody stays on time.


13                 Before I introduce our first speaker, I do want to


14       acknowledge we do have Representative Nesbitt here with us,


15       Chairman of the House Energy and Technology Committee.  I


16       understand he does want to say a few words.  Please welcome


17       him.


18                 REPRESENTATIVE NESBITT: Thanks.  I just want to


19       thank John and Steve for coming down here to Kalamazoo and


20       Southwest Michigan and for the participation of all of you


21       folks as we develop policies at the state level.  I'm Chair


22       of the House Energy and Technology Committee this term.  I


23       represent part of Kalamazoo County, all of Van Buren County.


24                 It's good to see the interest.  You look at


25       Southwest Michigan and you look at the energy assets that we
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 1       have between nuclear power plants, between the natural gas


 2       powers plants.  We actually just have a new landfill that's


 3       an energy plant, an energy plant that's going online very


 4       soon that was part of the RPS standard before.  I know in


 5       terms of the assets that we have here it is extremely


 6       important along with the transmission lines.  We have both


 7       RTOs, or Regional Transmission Operators both in the PJM


 8       market and MISO market and so how that figures in in terms of


 9       the rates.


10                 I also want to make sure you know that on the House


11       Energy and Tech Committee over the next several months we're


12       going to be going over our own review up in Lansing working


13       through the issues, a lot of the issues that you've mentioned


14       in terms of energy optimization, renewable performance


15       standard, (inaudible) generation, along with the retail


16       access debate that's going on.  Along with many others in


17       terms of trying to find ways to make affordable, accessible,


18       competitively priced energy here in Michigan.  And trying to


19       provide that preview.


20                 One of the reminders in terms of term limits in the


21       state legislature that when the 2008 Energy Bill passed,


22       there isn't one member on the Energy and Tech Committee that


23       was around during that passage.  We have Ken Sikkema and I


24       know he has a real history with some of the energy policies


25       in this state.  But in this era of term limits I think it's
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 1       important to go through an educational process.  And what you


 2       guys are doing in terms of gathering I applaud that.


 3                 I'd like to leave you with just a report that we


 4       issued in the Energy and Technology Committee last term on


 5       natural gas.  We went through -- it's a 24-page report that


 6       the House Energy and Tech Committee put together on natural


 7       gas, both from the production end, the state transmission, in


 8       terms of the sales and what it means here in Michigan.


 9                 It also provides a few recommendations in terms of


10       providing (inaudible) recovery here in the state, carbon


11       capture technology, along with expanding natural gas access


12       to save consumers costs at the home, along with ideas on


13       energy optimization.


14                 So along with that I'd like to leave the reports


15       there.  Also there will be some copies in the back as people


16       wish to see them.


17                 So thank you, welcome to Kalamazoo, go Broncos.


18                 DIRECTOR STEVE BAKKAL: Thank you, Mr. Chairman.


19                 At this point if there is any other members of the


20       legislature that are here that would like to say a few words


21       before we begin?  No?


22                 Okay, with that I'd like to introduce our first


23       speaker, Mr. Paul Chodak, President and COO of Indiana


24       Michigan Power Company.


25                 Please join me in welcoming Paul to the stage.
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 1                 MR. PAUL CHODAK: Well good afternoon, and thank


 2       you all for the opportunity to be able to speak with you.


 3       I'm Paul Chodak, I'm President and Chief Operating Office of


 4       Indiana Michigan Power.


 5                 Indiana Michigan Power, just to kind of ground you


 6       in who we are, we are a vertically integrated traditional


 7       utility, we have 128,000 customers.  You can see our


 8       footprint there on the right in Southwestern Michigan.


 9                 And when I say traditional vertically integrated


10       utility that means we own power plants where we generate


11       power for our customers; we have transmission lines over


12       which we take power from the power plants and transmit it to


13       the local area; and then we have a distribution network where


14       we provide our actual customer sources.


15                 We're also a traditional utility in another way,


16       and that is that we know very well what our job is.  It's


17       pretty straightforward.  Safe, reliable, as low of cost power


18       as we can to our customers day in and day out.  And we try to


19       do that in a way that is compatible with the way our local


20       communities want to be served, albeit what kind of energy


21       sources they want, and also we want to make sure we're good


22       community folks in terms of being responsible to


23       environmental requirements.


24                 We have an obligation that we feel pretty deeply


25       about serving our customers.  And I would like to kind of
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 1       point you to that graph there, in the bottom left-hand


 2       corner, and I'll just orient you.  The bottom line is


 3       basically Indiana Michigan Power's average rates.  These are


 4       retail residential rates.


 5                 And the two lines above it are the challenging line


 6       that the Chairman talked to earlier around increasing


 7       Michigan rates, and there is U.S. average rates.  You can see


 8       Michigan rates historically, that's 2001 through 2012 have


 9       been pretty close to U.S. average rates.  And then we've seen


10       a trend upward here recently.


11                 And what I can tell you is that our ability to


12       provide that lower blue line has been in large part driven by


13       our ability to make large scale investments in a relatively


14       low-risk profile.  And that low risk profile is provided by


15       the fact that we have our customers, we know we have the


16       obligation to serve our customers the best we can, and we


17       know we're going to have those customers for some time to


18       come.


19                 When you think about the utility industry, you need


20       to be thinking about billion dollar kinds of investments that


21       take 20, 30, 40 years to recover.  And it takes that kind of


22       time line and that kind of stability to do that because in


23       the '70s and '80s when we built our two 13,000 megawatt coal


24       units, and in the late '70s when we built our two nuclear


25       units here in Berrien County, we were able to invest those
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 1       dollars because we had a stable customer base, and we knew


 2       over the long haul that we could provide low cost power and


 3       make a reasonable return on investment.


 4                 Making that right decision each step of the way,


 5       over the years, is what enables you to provide that longer


 6       term performance.  And if that curve were to go back, if we


 7       were to take the data and go back the other way, you would


 8       see that our customers have done very well with regulated


 9       rates.


10                 So what are some of the right decisions I'm talking


11       about?  One of them is around making retrofits and


12       environmental retrofits.  From 1990 through 2008, AEP spent


13       roughly 7 billion dollars on environmental retrofits across


14       our fleet.  With that we were able to reduce our SO2


15       emissions by 80 percent and our emOx emissions by about the


16       same percentage.


17                 So now we've reduced our emissions by about 80


18       percent and we have additional environmental regulations that


19       are coming our way.  If you looked at the way the MATS


20       compliance originally was rolled out, it would have cost


21       another 7 billion dollars, in a much shorter, roughly


22       eight-year time frame, to achieve incrementally another 10 to


23       15 percent removal.


24                 So if you think about the cost effectiveness, 80


25       percent reduction by this amount of cost, and then we're
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 1       going to have to get that much cost again, we're only going


 2       to get this much reduction (indicating).  So trying to make


 3       the right decisions around making sure we're protecting the


 4       environment, but I'm also thinking about the customers who


 5       are on fixed incomes, who are trying to decide, do I buy meat


 6       this month or do I pay my electric bill?  And trying to keep


 7       those two things in balance, that's our job.


 8                 Some recent successes in that regards.  We were


 9       looking at retrofits on our Rockport units that would have


10       cost 1.4 billion dollars per unit.  That's a huge amount of


11       money.  We're probably about a 3 billion dollar company.  So


12       that would have been a 2.8 billion dollar investment, which


13       was the most cost effective way at the time, of additional


14       cost without generating additional megawatt hour around


15       environmental improvements.  Because we were concerned about


16       the rate impact to our customers of doing that, we continued


17       to look at technology, continued to look at different


18       technologies.


19                 And we were able to identify a lower cost


20       technology, a technology that will cost roughly one-fifth of


21       what it was going to cost for that retrofit, and we'll still


22       able to comply with all the environmental regulations at


23       those Rockport units.


24                 So those are the kinds of long-term decisions that


25       if you have a stable customer base, and you know that you're
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 1       going to be able to serve them over the longer term, you can


 2       make the right decisions.  So you can deliver that


 3       year-after-year performance where you keep the rates


 4       relatively low.


 5                 So, you know, the Chairman mentioned multiple


 6       questions around the website, and we will provide written


 7       responses to those, but I wanted to just kind of talk to one


 8       of those questions.  And that's really the question around


 9       choice and the impact of choice for us as a utility.


10                 You know, U.S. retail rates have gone up pretty


11       significantly from 2000 to 2008.  They flattened out


12       somewhere around 2008 until now.  That's really been driven


13       by natural gas prices.  But what we've seen is states that


14       have deregulated have not really seen any reduction in rate


15       increase relative to states that are regulated.


16                 So if you believe the premise that folks


17       essentially regulated -- and typically it was the higher cost


18       states deregulated in an attempt to mitigate that and bring


19       the rates down to where the regulated states were, the rest


20       of the states were, that mission really hasn't occurred.


21                 And what we've seen is, you know, the development


22       of the wholesale market in the regional transmission


23       organizations.  We've seen this need for new investments.


24       I've talked about the billions of dollars my company has


25       invested, and we've done that with relatively flat kilowatt
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 1       hour sales.


 2                 And we're a pretty simple business when you try to


 3       figure out where out costs are.  You take our investments and


 4       divide it by kilowatt hour sales, and you can see the things


 5       that drive rates.  If we're having to invest more dollars,


 6       and the denominator is flat in that equation, our cents per


 7       kilowatt hours go up.


 8                 And if we look at where we're going, we're going to


 9       have tens of gigawatts of retirement of generation assets


10       going forward in terms of compliance with new environmental


11       regulations.  If you go to the government estimates, they're


12       saying between 1.8 to 2 trillion dollars of investments in


13       the U.S. utility industry.  If you're trying to make those


14       kinds of investments, absent a stable customer base, a stable


15       load base, it's a very difficult proposition to do.


16                 As you can imagine, AEP fights with just about


17       everybody else in the commercial markets trying to get


18       capital to invest.  And fundamentally utilities take large


19       amounts of capital, billions of dollars, and borrow about


20       half of that, and they put it to work for customers.  And


21       they're able to do that very cost effectively because


22       traditionally it has been a low-risk industry.


23                 The challenge with choice cap is if you remove that


24       choice cap, then you don't have a set load.  And that load


25       can leave as customers choose to go chase another lower cost
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 1       entity.  And remember prices do this, right (indicating) on


 2       commodity market pricing?  You want to look at natural gas


 3       prices, they're roughly 10, $12 per million BTU in 2008,


 4       today they're $2 to $3 a million BTU.  And there is a good


 5       chance they could go back up again.


 6                 And the point is as customers migrate from a


 7       regulated, or from a traditional utility, and take that


 8       choice, the remaining cost structure then goes to the


 9       customers that remain.  And then you kind of have the spiral


10       where again that kilowatt hours sales denominator starts


11       decreasing, the cost remains the same, so the costs go up,


12       and more customers switch and you can see that very quickly


13       you have a pretty unstable situation.


14                 That was recognized back in the 2006-2007 time


15       frame.  And there was a recognition that if we're going to


16       have people invest dollars into this state, you need to


17       provide some sort of stability.  And that's where our


18       customer quick choice cap comes in.  So that enables the


19       utility to go out and borrow those dollars, borrow them at


20       low cost because they're a relatively low risk entity.  That


21       cost savings gets passed right onto the customer.


22                 And I guess what I would tell you today is that


23       that is working.  If you look at the states like New Jersey


24       and Maryland, and I'm sure others will talk about this later


25       on today, there are mechanisms where they've had to go out
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 1       into the industry and inject things into the market, and not


 2       necessarily very cost effective.


 3                 So I guess I would tell you that fundamentally,


 4       Public Act 286 is working.  The example I would point you to


 5       is our Cook Power Plant, 2200 megawatts of some of the lowest


 6       cost power generation that's out there.  We're able to invest


 7       1.2 billion dollars over the next six years to continue and


 8       extend the life of that plant by 20 years.


 9                 Absent Public Act 286 and absent the cap on choice,


10       I don't know that I would be able to make that investment


11       today because I don't know that I would have the certainty of


12       having the load that I'm going to take over the next 20 years


13       to recover those costs.


14                 Thank you for your time this afternoon.


15                 DIRECTOR STEVE BAKKAL: Thank you, Paul.


16                 Our next presenter is Mr. Gerhard Goss, Director of


17       Administration & Controlling at J. Rettenmaier USA.  Please


18       join me in welcoming Gerhard to the stage.


19                 MR. GERHARD GOSS: Good afternoon.  Chairman


20       Quackenbush, Director Bakkal, thank you for having me.  It's


21       an honor to help in this process.


22                 Energy is a pretty complex subject for me.  I just


23       recently had the chance to look into that more.  And I would


24       like to share with you today in this process where we are in


25       this proper forum, energy, electricity from the eyes of a
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 1       Michigan manufacturer.


 2                 I would like to stay with the ground rules as you


 3       said earlier, and not go too much into political, technical


 4       moves and recommendations.  And I hope I achieve that by


 5       showing you some facts about our issues and the businesses.


 6                 There is something in there which shouldn't be


 7       there but I hope you can see that anyway.


 8                 First of all I would like to share with you that


 9       electric is a pretty major component of our calculations.


10       It's pretty unusual what I'm doing today because I share with


11       you some internal numbers, which we normally don't disclose


12       in order to prevent that competitors learn about our business


13       too much and can hurt us in the market.  Nevertheless, I


14       think it's very important and I tried to address some of


15       the issues.


16                 First of all I think that out-of-state electricity


17       is only available to Michigan utilities.  We cannot buy


18       directly from alternate energy suppliers; but the Michigan


19       utilities, as far as I understand, are buying wholesale out


20       of state already.  From my point of view, they are about 100


21       percent constrained because 10 percent cap means, from our


22       point of view, 90 percent is regulated.


23                 But that is related to the energy volume, not


24       really to the number of customers.  If I apply this logic,


25       then I come to the conclusion that significantly more than 90
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 1       percent of Michigan's economy is kept away from out-of-state


 2       competitive energy.


 3                 Another interesting factor is what we see, and I


 4       use the harsh word suffer from, is that we cannot even, in


 5       Michigan, choose the utility provider for electricity which


 6       are Michigan companies.  They have set territories which is


 7       blocking us to freely decide from which Michigan utility we


 8       purchase electricity.


 9                 Overall we see several electricity user types from


10       residential, municipalities, school, commercial and


11       manufacturing, which is typically referred to as industry.


12       And with the exception of the residential, I don't think that


13       jobs are created there.  But if you look at the assets, it's


14       an interesting situation.


15                 Residential users of electricity have building


16       assets; municipalities have the infrastructure which they


17       provide to the community and buildings; schools add office


18       furniture to that; commercial is buildings and their


19       inventory; and manufacturing has all of that, plus equipment.


20                 What does it now mean?  From my point of view it


21       means that assets create property taxes.  That means


22       typically, in general terms, manufacturing has the highest,


23       generates the highest amount of property taxes; while they


24       also, based on the fact they have equipment, typically seem


25       to have the highest electric usage.
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 1                 In essence that means to a capitalistically-run


 2       company, that when electricity costs are high, they absorb a


 3       lot of cash, which could be available for additional assets.


 4       And therefore high electricity costs ultimately affect a


 5       generation of property taxes.


 6                 If we look at the industrial segment of these


 7       typical users, we see that there are plants that are only in


 8       Michigan, others are in Michigan and other states, other


 9       state's plants, then we have companies that are located out


10       of state only, but they are interested in coming to the


11       state, whereas others are just simply not interested in the


12       moment.


13                 But the ultimate question at the end is where will


14       the next investment go.  That brings me now to our company,


15       J. Rettenmaier USA LP.  A German investor came to the United


16       States in about 1997 and invested in a manufacturing site


17       which makes natural fibers and functional fillers from


18       renewable resources, and built this business since that time


19       to 130 jobs in Michigan, while they also added a plant in


20       Iowa in 2003, which has now about 15 jobs in Iowa.


21                 Now why do I tell you all that, what's the relation


22       to energy?  We have a unique situation that we have three


23       plants and all of these plants are in a different territory


24       of a utility.


25                 In 2012, our company saw in its headquarter
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 1       territory from AEP, Indiana Michigan Power, an average


 2       kilowatt hour price of 7.1 cents; Portage Michigan, Consumers


 3       Energy territory, 11.2; whereas in Iowa, Allian Energy as the


 4       utility has an average cost of 5.7 cents a kilowatt hour.


 5                 If I take this Iowa rate and apply it to the usage


 6       in the Schoolcraft and Portage plants, the two Michigan


 7       plants, we would have had a saving of 1 million dollars last


 8       year.  Where will our next investment go?


 9                 We also try with the limited information we have


10       available to figure out what our competitors' electricity


11       costs are.  And I looked at the U.S. Energy Information


12       Administration Data, and saw for the locations where our


13       competitors are there are certain costs and compared that


14       obviously to our price in Portage and Schoolcraft.  And I


15       find a weighted average of 8.1 cents per kilowatt hour in


16       Michigan.


17                 I see also, and I did not want to delete that fact,


18       I saw New York where one of our competitors is, has a rate of


19       15.5.  Why is this company not moving here to Michigan?


20                 But actually I found also that Niagra County Center


21       for Economic Development is posting on their website that


22       they have the cheapest electricity in the nation, and


23       companies of all sizes have access to that if they just sign


24       up with a certain program that they offer.


25                 All that means to me that this 15.5 cents per
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 1       kilowatt hour is not a data point which I would like to use


 2       or recommend using in a comparison at all.


 3                 Overall I come to the conclusion that we have a


 4       significant competitive disadvantage in Michigan.


 5                 If I look at the history when our company came to


 6       the United States and started production in 2000, that was


 7       just when the market opened, I understand, to competitive


 8       energy.  AEP offered us a rate of 4.5 cents, which was, I


 9       think a very competitive, attractive rate, which also


10       motivated our investor, our company to come here.  And that


11       rate stayed stable until 2008.


12                 I understand that in 2008, the law changed in


13       Michigan, and the cap was introduced.  Since that time we see


14       year after year rate increases.  Last year up to 7.1 cents a


15       kilowatt hour.  The first two months in 2013 the average of


16       these two months is 8.2.  So the increase continued.  There


17       seems to be no end.


18                 So far in the last four years we had a 60 percent


19       cost increase which probably affects many other companies,


20       not only us.


21                 But I referred to earlier that we don't -- we find


22       ourselves in a position that we can't freely choose from


23       other Michigan utilities.  Our plant in Portage, not far from


24       here, didn't see a lot of increases in the last couple of


25       years, only 4.3 percent from 2010 to now, but it's an
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 1       extremely high and uncompetitive level from 10 cents a


 2       kilowatt hour up to 11.2.


 3                 You can feel like I probably feel that we would


 4       love to buy from AEP in Portage, but their territory doesn't


 5       allow it.


 6                 What did we do?  We contacted an alternate energy


 7       supplier.  We put ourselves in the so-called queue, so where


 8       we are now waiting like 10,500 other companies.  What would


 9       it have done for us if the cap would have opened up?  We


10       would have saved last year 35 percent.


11                 These extreme electricity costs are putting jobs at


12       this plant at risk.  What can a company now do in order to


13       control energy costs, electricity costs?  I think our basis


14       is based on a simple mathematical equation, consumption times


15       rate equals cost.


16                 We started out with a pretty sophisticated energy


17       efficient process, engineering did what they could to keep


18       the consumption down.  The use is also generated by the


19       equipment.  We tried to keep our equipment as efficient as


20       possible, run 24-hours operation for off-peak utilization.


21       We manage motor starts to control the peak demands to keep


22       demand charges low.  Install capacitor banks to reduce power


23       factors or take advantage of power factor optimization,


24       etcetera.


25                 But the rate, the tariff change we can't do because
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 1       purchasing of energy is done in the following way; the


 2       manufacturer is hooking up, consumes electricity, and the


 3       accounting department just pays the bill and files the


 4       invoice away.


 5                 Purchasing is absolutely not involved.  There is no


 6       negotiation that can take place, there is no interaction.


 7       Tariffs are setting the price that we have to pay.


 8                 The Public Service Commission has interaction with


 9       the utilities.  And with a little bit of smile on my face I


10       have to say you are our purchasing agent.  But unfortunately


11       it was the first time today that I met the commissioner, he


12       never talked to our purchasing arm.


13                 Lifting the cap means a lot of things.  Electricity


14       savings will turn into investments.  Rettenmaier facilities


15       would have saved $400,000 last year.  10,500 companies in


16       Michigan are waiting together with us.


17                 Businesses are migrating out of state.  That can be


18       slowed down.  Rettenmaier unfortunately had to move some of


19       its production already to Iowa.


20                 New businesses will be attracted to Michigan if the


21       cap would be lifted.  What a great opportunity for us.  Tax


22       base would grow.  Rettenmaier will pay its share, no problem.


23       Positive tax revenues will go up, budget impact will be


24       impacted.  Jobs will be maintained.


25                 The funny thing is also more electricity will be
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 1       needed because more investment will be done in equipment.  We


 2       have no concern with that.  We will pay it if the price for


 3       electricity is competitive, and the utilities were allowed to


 4       sell more.


 5                 In conclusion, a simple question, can Michigan


 6       increase electricity prices in other states?  I don't think


 7       so.  Therefore I think we have no other choice but to face


 8       competition.


 9                 One answer might be to allow competition -- it


10       might be allowing competition that the electricity market can


11       regulate itself, supply and demand.


12                 I would like to reemphasize that we support the


13       Governor's decision-making process here, and our company is


14       not alone.  More than 10,500 companies are waiting in the


15       queue.  If these companies on average would only have half of


16       the staff which we have, that represents 700,000 jobs.  If


17       I'm 50 percent off, it's 350,000 jobs, still a staggering


18       number.  And without any doubt from me, all that represents a


19       large portion of our state's economy in the future, and all


20       these deserve affordable energy; which is, funny enough also


21       in the lower part of the banner for this event which has the


22       word affordable in there.


23                 Thank you very much.


24                 DIRECTOR STEVE BAKKAL: Thank you, Gerhard.


25                 Our next presenter is Jill Burnett, Marketing
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 1       Director from THAW, The Heat and Warmth Fund.  Please join me


 2       in welcoming her.


 3                 MS. JILL BURNETT: Thank you, Director Bakkal and


 4       Chairman Quackenbush, for the opportunity to present here


 5       today.


 6                 My name is Jill Burnett, I'm the market director at


 7       the Heat and Warmth Fund, and I'm speaking today on behalf of


 8       our CEO Susan Shara who is attending the Governor's economic


 9       summit in Detroit today.  So that being said, I didn't know


10       that I would be here until Friday afternoon, so I will be


11       using my notes.


12                 THAW has been around for 27 years, we're a


13       statewide organization and we provide energy assistance to


14       Michigan residents in need.  We are here today to remind


15       stakeholders of the challenges faced by the low-income


16       population with regard to energy affordability.


17                 We believe there is tremendous opportunity to


18       inspire accountability and energy efficiency among low-income


19       energy users.


20                 Energy is an essential commodity and we use it


21       before we buy it.  Not only that, we really don't even know


22       how much we use before we buy it.  We heat our home, turn on


23       our lights, watch TV, take hot showers, wash clothes, then


24       the energy bill shows up a month later.  One lump sum.  In


25       the winter months, that bill can be large.
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 1                 Many people in our state cannot afford the energy


 2       they consume.  And the policy and regulatory infrastructure


 3       authorize a system that allows a person without resources to


 4       go into debt quickly.


 5                 Reform is needed.  Charity cannot be the only


 6       option.  We need to make changes that will inspire and drive


 7       new behavior.  We need to meet the customer where they are,


 8       give them choices, support and tools that will help them


 9       become more efficient and more able to pay for the energy


10       they use.


11                 We believe that all households have the potential


12       to use less energy.  And that those in need will make a


13       greater contribution if they have a better understanding of


14       what energy costs, how much they use, and how they could use


15       less of it.


16                 The current system does not inspire that potential.


17       We want to build a system that intervenes before arrears are


18       unmanageable.  For example, a system geared towards


19       prepayment rather than debt collection.


20                 So what does a winning system look like?  In the


21       new system we are suggesting that the customer is helped


22       before they reach crisis, they are helped at the first sign


23       of trouble.  The assistance will come in smaller amounts and


24       be coupled with payments from the customer.  I'm going to


25       give you an illustration here and please note on the chart
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 1       that follows we made some assumptions, that utility rates and


 2       light-heat payments will remain at a constant level.  Someone


 3       laughed.


 4                 On average a low-income Michigan customer has an


 5       annual energy bill of $2500.  The customer is paying about


 6       900 and getting 600 in LIHEAP, which leaves a gap of a


 7       thousand dollars.  That gap is often covered by agencies like


 8       THAW which are funded in part by the taxpayer.


 9                 But we believe behavioral and structural changes


10       could lower low-income household consumption by 10 percent.


11       And with a more flexible transaction model, could increase


12       customer payment from $900 a year to $1,000 a year, that's


13       less than $10 more per month.  So they use less but pay more


14       for what they do use.  Longer term, we hope consumption can


15       be reduced by 15 percent and the customer will pay $1100


16       annually.


17                 Decreasing energy use and stimulating customer


18       payment will result in a 58 percent reduction in state energy


19       assistance.  Which means if the funding remains the same,


20       THAW would have the resources to help many more people who


21       are in need.


22                 To achieve this, THAW has launched an innovation


23       incubator called Michigan Home Energy Solutions.  Through


24       this in collaboration with our partners we are activating


25       several initiatives over the next three years that will help
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 1       us test and develop our future programs.


 2                 Our public-private partnerships allow us to


 3       innovate the work we do.  Our ongoing partnership with DTE


 4       was the launching pad for our mobile processing.  The DTE


 5       Neighborhood Energy Center and the more recent Care


 6       Management Pilot are great examples of us working with DTE to


 7       understand the paying points and the potential of low-income


 8       customers.


 9                 A year ago THAW entered a public-private


10       partnership with Consumers Energy, DHS and CLEAResults.  We


11       work with IDEO, a global product design firm best known for


12       the invention of the Apple mouse, to do a behavioral study of


13       low-income customers in Flint.


14                 From that study we identified a set of guiding


15       principles that have led us to the next step; meet the


16       low-income customer where they are, give them control, enable


17       quick wins.  These are the principles for the foundation of


18       our Clear Control Pilot.


19                 Today utility billing and payment systems work for


20       the middle income, but is a poor fit for the financial


21       realities of customers who struggle to pay their utility


22       bills.  The Clear Control Pilot will test a completely


23       redesigned billing and payment system that addresses the


24       unique needs of the low-income customers.  It will feature


25       frequent billing cycle, pay-as-you-go option, daily
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 1       consumption which is communicated to the customer, text


 2       messages alerts informing them how many days of energy they


 3       have left, quick access to small amounts of pre-approved aid,


 4       the elimination of arrears buildup.  Subsequent iterations of


 5       Clear Control will be through technology such as prepaid


 6       kiosks and a phone app to allow THAW and our utility partners


 7       to scale this initiative to thousands of low-income customers


 8       in need.


 9                 Reform, as we define it, enables agencies like THAW


10       to move from being a charitable giving organization to a


11       practical social innovator developing and providing real


12       world solutions to Michigan utilities while equipping the


13       low-income energy customer to pay for the energy they use.


14                 As new policy is developed we ask stakeholders to


15       consider the challenges of the low-income population with


16       regard to energy affordability.  We believe there is


17       tremendous potential to reach them before they enter crisis,


18       to inspire greater accountability, and also an opportunity to


19       extend our reach to more households in need.  We are on a


20       path to make a difference.


21                 Thank you for this opportunity to share our vision.


22                 DIRECTOR STEVE BAKKAL: Thank you, Jill.


23                 Our next presenter is Nick Occhipinti, Director of


24       Policy and Community Activism, representing the West Michigan


25       Environmental Action Council.
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 1                 Please join me in welcoming Nick to the stage.


 2                 MR. NICHOLAS OCCHIPINTI: Thank you so much.


 3                 My name is Nick Occhipinti.  I'm the policy


 4       director at the West Michigan Environmental Action Council.


 5       WMEAC is a 501(c)(3), nonprofit based organization in Grand


 6       Rapids focused on sustainable communities and protecting


 7       water resources.  We've been around since 1968.


 8                 I'd like to thank the Director and Chairman and


 9       Governor for doing this.  This is a great opportunity to have


10       a statewide conversation and we look forward to the plan.


11                 I'm going to talk about controlling costs and


12       minimizing risks.  I'm going to highlight some Michigan


13       initiatives, and then look at some state policy tool


14       databases to address some of the questions that were asked by


15       the Commission.


16                 I'd like to start off with this quote because it


17       shows the unifying opportunity behind energy efficiency from


18       the U.S. Chamber of Commerce, "The best source of new energy


19       is the energy we can save every day.  We must expand the


20       suite of voluntary programs, mandates and fiscal incentives


21       for greater benefits of energy efficiency."  We sent this to


22       the Congress and the President.


23                 Now what would interest a group like the U.S.


24       Chamber of Commerce so much in energy efficiency?  I think we


25       can answer that in this next slide.  I've got circled there
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 1       the costs in Michigan for renewal -- for energy efficiency,


 2       $20 per megawatt hour, the cheapest, cleanest and most


 3       quickly-deployed source of load matching energy available to


 4       Michiganders.


 5                 Also note there the Public Service Commission


 6       levelized cost of renewable energy at $82 per megawatt hour.


 7       That's following a downward trend.  So we're getting to a


 8       point where renewable energy is really cost competitive.


 9                 The City of Holland signed a green contract for


10       about $45 per megawatt hour for the first ten years.  And


11       it's a super exciting opportunity here.


12                 The second piece of this is minimizing risk in


13       price volatility.  You know, a couple -- well last March,


14       2012, we saw natural gas bottom out at 2.25 per thousand


15       cubic feet.  That's pretty low.  But it was just a few years


16       ago that it was 10.79 per thousand cubic feet.  That's a 400


17       percent drop in just a few years.


18                 The point is that we need to expect price


19       volatility.  Natural gas is low now, we don't know where it's


20       going.  We can project, we can predict.  I read an article


21       over the weekend, Declining Storage Boosts Natural Gas


22       Prices.  It's a market place, it moves all over the place.


23                 Same thing with coal.  This is the real price over


24       the last 50 years.  This is from the EIA.  The point here is


25       pretty simple, diversify the portfolio with low marginal cost
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 1       clean energy and energy efficiency.


 2                 A third point I'd like to talk about is one that's


 3       a little more technical, but it's very important.  That's, we


 4       got to look at monetizing externalities.  To find the real


 5       cost of energy we have to do this.  Until we do that, we're


 6       producing and consuming energy inefficiently.  We haven't hit


 7       the optimal market price.


 8                 There is a graph here from grad school.  It's the


 9       economic proof of this concept.  I'm not going to go through


10       that, but it's real.


11                 So to monetize the true costs, we're looking at


12       over a billion dollars annually in Michigan.  What am I


13       talking about with externalities?  This is a study prepared


14       by the Environmental Health and Engineering Firm.  And


15       annually in Michigan we have 1.5 billion dollars of public


16       health impacts from the top nine coal plants.  That's just


17       public health impacts.  It's not -- it doesn't include other


18       natural resource impacts, and other externalities that really


19       should be factored into the real cost of energy.  You know,


20       this comes in the form of premature mortality,


21       cardiovascular, hospital admissions, asthma, restrictive


22       child activity days.


23                 Now if we're real about this, and if you put on


24       your econ hat, externalities are a yearly billion dollar


25       subsidy for Michiganders to ratepayers.
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 1                 So what's one way we can start to monetize


 2       externalities here?  Well we can look at integrative resource


 3       planning, and expanding that and making it more robust.  That


 4       would include a valuation of externalities.  We could add


 5       regulatory and pollution cost control to that process.  And


 6       all of those energy generation decisions should compete


 7       against energy optimization.


 8                 You're thinking, oh, it's impossible to monitor


 9       those externalities, he's kind of out there.  I would argue


10       it's not.  It's difficult, yes, but the Holland Board of


11       Public Works actually did it last year here in Michigan.


12       They had a community stakeholder process that they called


13       Sustainable Return on Investments.  They hired an economist


14       to come in and facilitate that.  They did, it's basically a


15       cost-benefits analysis that includes the social return on


16       investment that monetizes the external costs and benefits for


17       the community.


18                 And sure enough, this is published online, we have


19       seven scenarios, A through G.  The green represents the


20       social return on investments, the benefit.  The blue is the


21       direct financial cost, you can check that out online.


22                 So another cool thing came out of this Holland


23       energy planning process.  The more time and thought given to


24       energy generation and energy community planning, community


25       participation emerged, creativity emerged.
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 1                 Let me give you some examples.  So they came out


 2       with seven task forces around designing and implementing a


 3       plan in Holland that included a retrofit task force, a


 4       labeling task force, education outreach and so on.  And from


 5       that emerged a number of really cool ideas.


 6                 I'd like to highlight one of them which is a


 7       favorite of mine.  It's an innovative financing model called


 8       On-Bill Financing.  And they're using on-bill or


 9       pay-as-you-say financing.  They're looking at that to go


10       deeper into the retrofits and deeper into each home.  What is


11       it about on-bill financing that I'm so excited about and I


12       hope that others would be?  Well the audits and retrofits are


13       paid directly on utility bills from the savings of newly


14       installed efficiency improvements.


15                 It's a really great opportunity because if you can


16       have that upfront chunk paid for, it's a lot easier for a


17       homeowner or business to invest in it because it doesn't have


18       to compete, opportunity costs, it doesn't have to compete


19       against the other major investments of the business or the


20       family, which for many people is groceries or a car or


21       whatever.  So it directly goes to that, opportunity costs,


22       transaction costs, risk and the landlord-tenant dilemma.


23       Really cool opportunity there in Holland.


24                 Some notable programs from around the country.


25                 Another local initiative that I'd like to highlight
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 1       is in the Grand Rapids area.  It's the Better Buildings for


 2       Michigan program.  This is a DOE ARRA grant-funded program


 3       that's going to end this summer, but by the time it ends,


 4       we'll have audited and retrofitted more than 2000 homes in


 5       Michigan.  This is a community, network and neighborhood


 6       level approach.  It was open to all income levels.  It was to


 7       help clients access incentives and affordable loans.  So a


 8       really cool program.


 9                 You can see the blower door there that pressurizes


10       the home, and allows them to come back with an infrared


11       scanner and find out where all the leaks are in the home.


12       Better Buildings for Michigan was not -- it's not about light


13       bulbs, right?  Every one has that idea.


14                 Energy efficiency is much deeper, much better than


15       that.  It's real and permanent home energy improvements such


16       as insulation and air sealing.  And we're looking at 15 to 20


17       percent improvement when that's done.


18                 Another takeaway from the Better Buildings Program


19       that we had was cold-call recruiting energy efficiency


20       customers is expensive, it's difficult, it's hard to do.  But


21       we shouldn't necessarily have to do that, it's not the best


22       way to get those customers.  We already have regulated


23       relationships, we have other ways to reach out to customers.


24       The Public Service Commission and some of the major utilities


25       have used an opt-out program with Smart Meters.  It's had
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 1       some success, and I would argue that we need to develop


 2       mechanisms like that to pull in that interest and an


 3       automated way that preserves choice, but still makes it


 4       cheaper to grab those customers.


 5                 Another lesson learned from the Better Buildings


 6       Initiative is that there is issues with homes that allow us,


 7       or prevent us, sorry, from actually improving the home.  So


 8       nob and tube wiring, asbestos, lead.  Right now if there is


 9       asbestos in a home, it's pretty difficult to upgrade that


10       home from an energy retrofit perspective.  We need new ideas,


11       new programs, new financing programs to get in all of these


12       homes, preferably all in one go.


13                 So what are some state level policy tools to


14       encourage expanded energy efficiency?  Well the first of


15       course is the resource standard, the energy efficiency, one


16       percent electric requirement that we have here, and .75


17       percent for natural gas.  That will expire in 2015.  Twenty


18       other states currently have Energy Efficiency Resource


19       Standards with seven having goals.  It's not the only tool.


20       There are other tools out there to encourage it.  These are a


21       listing of other states that have Energy Efficiency Resource


22       Standard.


23                 Some other policy tools out there, I won't go into


24       this but I like to draw the attention to the fact there is a


25       database from the DOE online that has fifty states, and a
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 1       state-by-state comparison of regulations, rules and policies.


 2                 I submit that for the Committee's review, as well


 3       as financial policy tools.  States have used different tax


 4       codes, rebates, grants, loans, bonds.  Lots of options out


 5       there, and this gives us a state-by-state breakdown of how to


 6       do that.


 7                 That's all I have.  Thank you so much for your


 8       time.  I appreciate it.


 9                 DIRECTOR STEVE BAKKAL: Thank you, Nick.


10                 Our next presenter is Marty Kushler, Senior Fellow


11       representing the American Council for an Energy-Efficiency


12       Economy.  Please join me in welcoming Marty to the stage.


13                 MR. MARTIN KUSHLER: Good afternoon.  Thank you to


14       Chairman Quackenbush and Director Bakkal and members of the


15       audience for being here.  I really appreciate the opportunity


16       to speak with you today on this very important subject.


17                 The title of my presentation is Five Key Reasons


18       Why Energy Efficiency is Michigan's First Priority Energy


19       Resource.  The material that I'll be presenting today relates


20       particularly to two of the questions identified for this


21       energy policy review.


22                 First, energy efficiency, question two relating to


23       the cost effectiveness of energy efficiency, and I'll talk


24       about that at two levels.  One is at the macroeconomic level


25       relating to Michigan's dollar drain for imported energy.  The
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 1       other is more directly energy efficiency as a utility system


 2       resource.


 3                 And for question ten, addressing remaining energy


 4       efficiency potential, I'll present data on Michigan's older


 5       building stock, and provide some recent data on existing


 6       buildings and equipment efficiency in Michigan.


 7                 I'd like to begin with a provacative assertion that


 8       it is arguably the case that high energy costs and Michigan's


 9       huge energy import dependence are the single biggest factors


10       explaining Michigan's tough economic times that we've


11       experienced since the year 2000.  In a moment I'll show you


12       some data that leads me to that conclusion.  But I want to


13       emphasize that getting Michigan's energy policy right is


14       critically important for Michigan's economic future.


15                 I will begin with key point number one, Michigan


16       has a huge energy problem.  Michigan uses a lot of energy.


17       The total cost of our energy was 22 billion dollars per year


18       in the year 2000, and that was in the era before energy


19       prices took off globally.


20                 By 2010 that had increased to over 31 billion


21       dollars, the ninth highest cost burden in the nation.  But


22       most importantly Michigan is almost totally depending on


23       fuels imported from other states and countries.  We import


24       100 percent of the coal and uranium we use, 96 percent of the


25       oil and petroleum products, and 80 percent of the natural
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 1       gas.


 2                 This graph helps illustrate those economic


 3       consequences.  This is a graph comparing total Michigan State


 4       taxes of all types versus Michigan energy costs in the year


 5       2000 versus 2010.  You can see in 2000 by coincidence those


 6       costs were almost the same, our energy costs were almost the


 7       same as our total tax burden.  By 2010 tax burden had


 8       increased very little, total energy costs had increased by


 9       over 40 percent.


10                 But what is most damaging is the cost of Michigan's


11       energy imports.  Again before the new high energy cost era,


12       we were exporting about 12 billion dollars a year to pay for


13       energy imports of all types.  At 2010 market prices this


14       dollar outflow is over 20 billion dollars per year.  This is


15       a huge economic drain on our state economy.


16                 This graph helps illustrate that economic burden on


17       homes and businesses in Michigan.  It compares total Michigan


18       taxes again in the year 2010 to total energy costs.  The


19       orange shaded portion of that bar is the amount that leaves


20       the state to import fuels.  You'll notice that the total


21       amount of that energy dollar drain for those costs is almost


22       the same as our total state tax burden.


23                 Yet these two costs have very different


24       implications on the Michigan economy.  State tax dollars are


25       re-spent almost entirely in the local economy within the
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 1       State of Michigan.  Those 20 billion dollars in energy costs


 2       leave the state entirely.


 3                 And yet in Lansing, over the years, you'll hear


 4       endless debate over that left bar on the total tax burden on


 5       individuals, almost no discussion of that energy burden.  A


 6       major exception to that is the current energy policy review


 7       that we're undergoing, and I really compliment the State of


 8       Michigan for undertaking this effort.


 9                 But again the effects on that state economy, just


10       that additional 8 billion dollar annual drain in 2010 versus


11       2000 is roughly equivalent to the lost payroll from closing


12       160 major manufacturing plants.  And for that assumption, a


13       thousand jobs at $50,000 each, you can do the math yourself.


14       This is a profound economic impact on the State of Michigan.


15                 Key point number two, Michigan's future is not in


16       fossil fuels.  This data shows Michigan's recoverable


17       reserves as a share of U.S. recoverable reserves, source U.S.


18       Energy Information Administration.  Coal, zero percent;


19       uranium, zero percent; oil, 0.2 percent; natural gas, one


20       percent.  Why would Michigan support policies that encourage


21       greater consumption in these resources?  Michigan needs to


22       emphasize energy efficiency and Michigan-based renewable


23       energy.


24                 And the good news comes in key point number three,


25       and that is that it's much cheaper to save energy than it is


Page 46


 1       to produce it.  We can save electricity for about one-third


 2       the cost of producing it through a new power plant and that


 3       comes with no carbon emissions.


 4                 This is a graph showing the relative costs of


 5       different electricity resource options.  The vertical access


 6       is the levelized cost in cents per kilowatt hour.  You can


 7       see the various energy resource plate across the bottom


 8       there.


 9                 I particularly like this graph because it's


10       prepared by Lazard, Inc., which as I understand it is the


11       largest consulting firm for the international banking


12       communities.  So this is not a chart prepared by a bunch of


13       tree huggers.  This is what Lazard tells their business


14       clients.


15                 You'll notice the far left bar, Energy Efficiency,


16       the midpoint of that bar -- each bar represents kind of the


17       range in costs across different sources.  The midpoint, about


18       2 1/2 cents per kilowatt hours.  Looking over for natural


19       gas, the mid point is a little over 8 cents, coal a little


20       over 12 cents.  You can see the other various resources


21       played out across that graph.


22                 Closer to home, this is data from the Michigan


23       Public Service Commission, and I provided the references and


24       citations for all this data.  But it's based on Michigan's


25       own experience with energy optimization, energy efficiency
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 1       costs about 2 cents a kilowatt hours; the new natural gas


 2       combined cycle plant is 6.6 cents; new coal plant, 11.1


 3       cents.  The fourth bullet is particularly interesting because


 4       it's the current weighted average of power supply costs in


 5       Michigan from existing power supply and purchase power.  That


 6       doesn't even factor in the cost of a new plant.  And again


 7       energy efficiency, less than a third of the cost of those


 8       other sources.


 9                 This brings me to key point number four.


10       Experience since 2008 shows that energy efficiency is already


11       working in Michigan.  There is a quote here from PA295, that


12       was the legislation that established our energy efficiency


13       resource standards in 2008, "The overall goal of an energy


14       optimization plan shall be to reduce the future costs of


15       provider service to customers.  In particular, an energy


16       optimization plan shall be designed to delay the needs for


17       constructing new electric generating facilities and thereby


18       protect consumers from incurring the costs of such


19       construction."


20                 What I'm showing here is a graph from the Michigan


21       21st Century Energy Plan.  This is an effort undertaken by


22       the Public Service Commission in 2006 and 2007 to take a look


23       at Michigan's energy future.  This graph shows -- you'll see


24       the slope across the top of the graph is what you would see


25       for projected increases in energy demand over time.  See if I
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 1       can get my pointer to work here.  There.  This is the


 2       projected increase in energy demand.


 3                 This is the business-as-usual case.  This was the


 4       state of energy, or of energy regulation in Michigan, and


 5       energy supply up through 2007.  They were projecting a need


 6       for four additional new coal plants and about a thousand,


 7       over a thousand megawatts of additional gas plants.  This was


 8       business as usual.  This is what was going to happen in the


 9       State of Michigan at that point in time.


10                 But the Public Service Commission to their credit


11       decided we need to take a look at this.  Is this really the


12       future that we want.  And what they did is looked at an


13       alternate scenario, the Energy Efficiency & Renewable Energy


14       Scenario.  And what you see here is the same basic increase


15       over time of projected forecast of electricity demand.  But


16       instead of coal and natural gas plants, they filled it in


17       with energy efficiency and renewable energy, cutting the need


18       only down to one new coal plant.  The rest of the supply


19       would be met by energy efficiency and renewable energy.


20                 And this is the conclusions from the plan.


21       Modeling from the plan showed that, in the absence of any


22       energy efficiency program, Michigan would need no fewer than


23       four new 500 MW base load plants by 2015.  With the energy


24       efficiency program, the model decreased that need to two.


25       With the addition of an RPS, it decreased to one new plant by
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 1       2015.


 2                 Their conclusion, again by displacing fossil fuel


 3       energy, energy efficiency alone would save Michigan three


 4       billion dollars in electricity costs over the next 20 years.


 5                 The 21st Century Plan helped to lead directly to


 6       the passage of PA295 in 2008 where Michigan created for the


 7       first time a requirement for utility energy efficiency


 8       programs, including annual energy savings requirements, and a


 9       requirement for a renewable energy.  Essentially Michigan has


10       followed that energy efficiency and renewable energy scenario


11       from that 21st Century Plan, and has avoided billions of


12       dollars in costs for new electric generating plants that


13       would have been built under the old scenario.


14                 Again, to refresh your memory, this is essentially


15       the path that Michigan has followed.  And in part, due to


16       reduced consumption because of the economic recession, we


17       actual didn't even need the one coal plant that was left in


18       that scenario.  We've been able to avoid that costly


19       investment in a new plant during this time.


20                 If the analysis was repeated now, coal plants


21       wouldn't be selected at all.  They're much to expensive.


22       Energy efficiency would still by far be the first priority,


23       and renewable energy and natural gas would fill in the


24       remaining need.


25                 My last key point is that Michigan has enormous
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 1       remaining potential for energy efficiency.  Michigan's


 2       building stock is relatively old and inefficient.  Most of it


 3       was constructed prior to advanced building energy efficiency


 4       codes.  Recent data is available on existing buildings and


 5       equipment in Michigan and it shows a huge need for energy


 6       efficiency improvements.


 7                 In the interest of time I'll move through this very


 8       quickly, but I provide the references here on two sources.


 9       But both residential building stock and commercial building


10       stock, there is census data available on the age of our


11       building stock, and again two-thirds or more of it was built


12       before the advent of strong energy codes.  So we have a lot


13       of old, inefficient building stock out there.


14                 In terms of detailed information on building and


15       equipment stock, the MPSC oversaw two efforts to gather


16       information based on over a thousand residential onsite


17       inspections, over 200 commercial building onsite inspections.


18       I provided the links there and the references to that


19       material.


20                 You can look at my presentation, I won't go through


21       the numbers, but I've itemized here the results of these


22       onsite studies, randomly selected individual buildings, in


23       Michigan.  Just a phenomenal amount of additional need for


24       energy efficiency improvement.


25                 We have the data available, we've barely scratched
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 1       the surface in terms of the energy efficiency we can capture


 2       in Michigan.


 3                 Thank you.


 4                 DIRECTOR STEVE BAKKAL: Thank you, Marty.


 5                 Our next presenter is Gene Trisko, Attorney of Law,


 6       representing the American Coalition for Clean Coal


 7       Electricity.  Please join me in welcoming Gene to the stage.


 8                 MR. EUGENE TRISKO: Thank you, Director Bakkal, and


 9       Chairman Quackenbush.


10                 I'm Gene Trisko, I'm an attorney in private


11       practice.  I started as an energy economist 35 years ago.


12       And I knew my timing was precisely correct because three


13       months later the first OPEC oil embargo hit, and I was left


14       with a 1973 Chevrolet Impala with a 327 V8.  At that point it


15       was welcome to Energy Economics 101.


16                 I'm here today on behalf of the American Coalition


17       For Clean Coal Electricity.  And ACCCE is a membership


18       organization headquartered in Washington DC.  Members include


19       major coal producers, all of America's Class I railroads, and


20       electric utilities including all three principal Michigan


21       electric utilities.


22                 I'm not going to say very much about railroads


23       latter in my presentation, but let me just indicate this,


24       railroads and coal go hand in hand.  Coal accounts for about


25       40 percent of railroad revenues.  And therefore coal is
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 1       helping to carry, if you will, a large amount of the fixed


 2       costs of the rail industry.  And policies that would result


 3       in a reduction of existing coal use would have impacts in


 4       terms of the costs of railroad transportation for all other


 5       goods.


 6                 ACCCE's mission is to promote clean coal


 7       technologies and the continued use of coal to provide


 8       reliable and affordable electric power from the nation's


 9       largest fossil energy resource.  We have more than 200 years


10       of remaining demonstrated coal reserves in this country.


11                 The topics I will address today in brief, first of


12       all, a review of Michigan's electrical utility air pollution


13       reductions; related improvements in air quality; the costs of


14       electric power produced by Michigan's existing coal fleet;


15       job implications of the utilization of coal; energy


16       affordability issues; and the policy reasons why coal should


17       remain a mainstay of Michigan's electric supply portfolio in


18       an all-of-the-above energy strategy that emphasizes reliable


19       sources of domestic energy.


20                 Coal, if you're not familiar, historically has


21       provided better than 50 percent of Michigan's total electric


22       energy supplies.  Today we are a tad below 50 percent.  This


23       slide is a summation of emissions contributing to PM2.5,


24       that's fine particulate matter regulated under the Clean Air


25       Act.
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 1                 And this is emission reductions.  The bar on the


 2       left is from coal-based generating units in Michigan, and


 3       this is the percent reduction between 1999 and 2010.  And


 4       coal-based units reduced their PM2.5 related emissions by 44


 5       percent, while all other sources of PM emissions reduced by


 6       26 percent.


 7                 On the ozone side, Michigan's coal-based power


 8       plants have reduced emissions of nitrogen oxide, that's a


 9       principal precursor emission to ozone, by 58 percent since


10       1999.  And that's largely been achieved through the retrofit


11       of selective catalytic reduction technology.  If you're not


12       familiar with that, it's just like the catalytic converter on


13       your car, except it's about the size of a house and it costs


14       a couple a hundred million dollars.


15                 Coal-based electric generation accounted for 14


16       percent of Michigan's total NOx emissions in 2010, compared


17       with 62 percent for on-road and off-road motor vehicles and


18       23 percent for industrial processes and fuel use.


19                 The reason why these numbers are important is that


20       coal used to represent about a third of total NOx emissions


21       in the United States, automobiles were another third, and all


22       other sources made up the remaining third.  As a result of


23       the NOx reductions under the Clean Air Act in the past


24       decade, coal's share of total NOx has declined dramatically.


25       14 percent now in Michigan.
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 1                 So most of the NOx related emission issues that you


 2       have in Michigan are related to on-road and off-road motor


 3       vehicles which are 62 percent of your inventory.


 4                 This is the short story on Michigan's air quality


 5       improvements for PM2.5, fine particulate matter.  This is the


 6       average design value which is geek speak for a three-year


 7       moving average of monitored ozone values, as an average


 8       across the State of Michigan.  The red line is the EPA


 9       standard PM2.5 of 15 micrograms.  That standard was just


10       reduced by the agency to 12 micrograms.  And if you look at


11       the writing on the right-hand side of the chart, by 2010


12       Michigan on average, your monitors were well below the


13       recently revised U.S. EPA standards.


14                 This is a similar story, this is your average for


15       ozone monitors across the State of Michigan.  The red line is


16       the current EPA ozone standard.  And you are now well below


17       it.


18                 In fact the major non-attainment area in Michigan


19       historically has been the Detroit area because of PM2.5.  And


20       the good news is that not only is Detroit now in attainment


21       with the 15 microgram PM2.5 standard, it will be in


22       attainment with the new 12 microgram standard when the


23       attainment deadline for that standard is at hand.


24                 A couple of charts on costs.  This is the


25       Department of Energy's summary of the costs, dollars per
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 1       megawatt hours in 2011 for a variety of energy generation


 2       technologies.  Now this is for building a new plant to come


 3       online in the year 2017.


 4                 The low cost shown is natural gas at $67 per


 5       megawatt hours, the high cost is solar thermal at $261 per


 6       megawatt hour.


 7                 Chairman, you might ask why has coal left coal off


 8       the list?  The reason for that is we are right now betwixt


 9       and between on EPA's new source performance standard for coal


10       plants.  They have proposed a standard that would require the


11       application of carbon capture technology of coal but not to


12       gas plants.  There are indications now that EPA may be


13       reconsidering that approach and will repropose the standard


14       that would provide separate standards for coal and natural


15       gas plants.  And that's a position of course that we strongly


16       favor.


17                 The next chart is your cost of generating


18       electricity from your existing coal fleet in Michigan that


19       provides about half of your electricity.  This is what would


20       be termed pretty close to a dispatch cost basis.  In other


21       words, plants are put online, dispatchable plants are put


22       online based upon their costs.  The lowest cost plants are


23       base load plants.  They run first.  The nuclear plant, the


24       nuclear base load plant is going to run first.  Then the coal


25       plants will run, in increasing order of costs, your variable
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 1       costs.


 2                 Now this includes fixed and variable O & M plus


 3       fuel costs.  Fixed costs are not included in the dispatch


 4       cost that I mentioned.  They would be about $5 in round


 5       numbers of these values.  So you're talking about a dispatch


 6       cost for your fleet on the order of $30 per megawatt hour for


 7       the years 2011 and 2012.  And that's half of your electric


 8       power.


 9                 That, ladies and gentlemen, is a very valuable


10       resource to have available to you.  That translates in cents


11       per kilowatt hour because we've been talking in those terms


12       to about 3 cents per kilowatt hour for running coal plants


13       for variable operating maintenance and fuel costs.


14                 A couple of job charts.  This one from the


15       Department of Energy on operating jobs.  Nuclear is --


16       nuclear is far and away the most job intensive of energy


17       technologies.  And this chart is showing about 500 jobs per


18       megawatt of capacity for nuclear, 220 jobs for coal, wind at


19       90 jobs, and natural gas at 60.  Many natural gas combine


20       cycle plants.


21                 Chairman, if you use Google Earth and go around the


22       country and take a look at these plants, I have a power point


23       presentation called Parking Lot Project.  It counts the


24       number of vehicles in the parking lots at power plants and


25       other energy facilities.  Coal plants, nuclear plants, will
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 1       typically see 300 to 400 vehicles.  And that's a 24/7


 2       operation with three shifts.


 3                 You go to a natural gas combined cycle plant, there


 4       may be two or three or four vehicles in the parking lot, many


 5       of them are remotely controlled, remotely dispatched.


 6                 The next chart are some data from the National


 7       Commission on Energy Policy on the construction side, if


 8       you're thinking about building new energy capacity.  And what


 9       we find here is that again nuclear is the most job intensive,


10       far and a way, because of its technical complexity, the


11       safety requirements, and so forth, followed by supercritical


12       PC coal plants, IGCC gasified coal, gas combined cycle and


13       then onshore wind.


14                 Generally coal plants from a construction job


15       standpoint require about three to four times more


16       construction labor than either natural gas or an onshore


17       wind.


18                 Affordability, 53 percent of Michigan households


19       earn less than $50,000 annually, average aftertax income of


20       $22,800.  You have two million Michigan households earning


21       less than $50,000 a year gross.  Those households this year


22       will spend an estimated average of 21 percent of their


23       aftertax income on gasoline and household utilities.  Our


24       point is that every marginal energy dollar counts to those


25       who can least afford energy prices.
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 1                 Price volatility, we see fuel diversity as the key


 2       to maintaining reliability and affordability in energy


 3       markets.  Excessive reliance on fuels with historically high


 4       price volatility can risk the stability of future electricity


 5       prices.  Coal plants reduce the risk of fuel supply


 6       disruptions because unlike some other energy technologies,


 7       they maintain months' worth of fuel supplies on site.  Other


 8       types of technologies depend upon the availability of the


 9       supply, it has to be delivered.  The coal plant has a 40- or


10       a 60- or a 70-day supply of coal sitting on the ground.  So


11       deliverability is not an issue.


12                 State and federal "all of the above" energy


13       policies should encourage, not deter, fuel diversity,


14       including advanced coal options.  Michigan is strategically


15       located to source coal from all three major U.S. producing


16       regions, that's the Appalachian, the Illinois basin, and the


17       west.


18                 Preserving low-cost generation provided by existing


19       units equipped with clean coal technologies will help


20       Michigan to maintain affordable energy prices.


21                 Thanks to the Governor, thanks to the Public


22       Service Commission for engaging this public process, and


23       building a record to help the state make good decisions in


24       the future.  And we'll supply some additional materials and


25       data for the record.


Page 59


 1                 Thank you very much.


 2                 DIRECTOR STEVE BAKKAL: Thank you, Gene.


 3                 Before I introduce our next speaker, we do have a


 4       few more members of the legislature that are here with us.


 5       Representative Amanda Price, Member of the House Energy And


 6       Technology Committee.


 7                 Also Representative Sean McCann also is here with


 8       us, and I believe he wants to say a few words.


 9                 Representative.


10                 REPRESENTATIVE SEAN McCANN: Thank you, Steve.


11       Good afternoon.  Thank you very much for letting me crash


12       your party.


13                 But seriously I appreciate the opportunity to be


14       accommodated and just say a few words.  Representative Price


15       and myself, we're trying to be a lot of places at the same


16       time so I appreciate this opportunity.


17                 I want to welcome you to the 60th District, my


18       district and home of the Kalamazoo Promise and the Broncos,


19       go Broncos.  We may need to do some jumping jacks between


20       sessions to liven it up a little bit.


21                 Anyway I just want to thank you for having me and


22       say a few words to add to the input process.  And I think


23       that I can't say that these are entirely representative of


24       the voters of my district, but I think they have some


25       residents, and I know I see a number of folks from the 60th
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 1       District here.  So nice to see you.


 2                 I think it's important that we support domestic gas


 3       and oil production, particularly for the interests of


 4       national security.  So I don't think that by any means that


 5       should be ruled out of Michigan's energy portfolio.


 6                 However, I think there is a real critical need to


 7       preserve our Pure Michigan brand that we value so highly,


 8       especially when it comes to our environment.


 9                 One of the issues that I hear a lot from my


10       constituents about is fracking and safety of fracking, and


11       particularly disclosure and knowledge of the safety of the


12       chemicals used in the fracking process.  That's number one.


13       And number two of a primary concern is the withdrawals of


14       water from our watershed.


15                 So I think that that has to be present as we talk


16       about using horizontal fracturing, going forth as an energy


17       source.


18                 I think that what often gets left out of the


19       conversation is how important it is to embrace renewable


20       energy and the jobs that can come up with it in addition to


21       the traditional energy sources.  That's something I feel


22       important about bringing that to the conversation since I


23       don't think it gets talked about enough in West Michigan.


24       But even though the 25 by '25 constitutional amendment went


25       away, I think it's very critical that we think about what our
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 1       next standard is going to be for renewable energy in Michigan


 2       since it looks likes we're on track to hit 10 percent by


 3       2015.  So I'm sure that's going to be a big part of your


 4       conversation here today that we set a strong and robust and


 5       achievable renewable energy standard higher than the 10


 6       percent that it is now.


 7                 I don't think 25 by '25 is such a bad idea, perhaps


 8       it just shouldn't -- I think the voters didn't want it to be


 9       necessarily in the constitution, but that doesn't mean it


10       shouldn't be in statute and that that shouldn't be something


11       we work very hard towards.


12                 Another document that's pretty easy to reference if


13       you go searching on the internet for is the Obama-Biden plan


14       for energy for the nation, which is to help create five


15       million new jobs by strategically investing 150 billion


16       dollars in the next ten years to catalyzed efforts in clean


17       energy.  I think we would be foolish as a state to miss this


18       opportunity to take these resources from the federal


19       government if they're put on the table.


20                 Again, it doesn't preclude oil and gas resources,


21       but to not take advantage and being stuck with what the


22       federal priorities are going to be, to miss those job


23       opportunities and to miss that ability to move into a


24       stronger, cleaner, renewable energy standard as a nation and


25       as a state, would be a huge missed opportunity.  Thank you.
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 1                 It's talking about a few points here.  10 percent,


 2       we're already on our way to being here, but 10 percent as a


 3       nation, winterizing homes and energy efficiency is the number


 4       one way to reduce our energy footprint and to encourage and


 5       incentive the use of biofuels, wind, solar and battery


 6       technology.


 7                 So to not be taking advantage of that, to not have


 8       that be part of our conversation.  We have a great academy


 9       here in Kalamazoo at Kalamazoo Valley Community College that


10       trains technicians to build and construct and maintain


11       windmills.  And those folks are getting jobs every where and


12       anywhere they want to go across the nation and the world.  We


13       need to keep some of those folks here in our community and in


14       our state working on those jobs.


15                 Let me just close by talking about how energy


16       policy is critical to us leading to address the pressing


17       issue of climate change.  It was about a year ago that we had


18       a heat wave that affected crops all across southwest


19       Michigan.  We've seen hurricanes and other storms that are


20       way out of the norm that acknowledge and remind us that this


21       has to be a priority for us as a nation and a state.


22                 So again let me thank you for this opportunity,


23       thank you for the warm reception.  And let us just remember


24       that this is our Pure, Pure Michigan that we want to have for


25       generations to come.
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 1                 I have children, we have children and grandchildren


 2       to pass our state and planet on to, and we have great ideas


 3       for how we can do that for centuries to come.


 4                 Thank you very much.


 5                 DIRECTOR STEVE BAKKAL: Thank you, Representative.


 6                 Our next speaker is Steve Frenkel, Director of the


 7       Midwest Office, representing the Union of Concerned


 8       Scientists.  Please join me in welcoming Steve to the stage.


 9                 MR. STEVE FRENKEL: Good afternoon, I'm Steve


10       Frenkel, I'm the Midwest Office Director of the Union of


11       Concerned Scientists.  And I thank the Director and the


12       Chairman for this opportunity today.


13                 Let's see if we can get our equipment working here.


14                 I'm Steve Frenkel with USC.  I appreciate the


15       opportunity to be here today.  The Union of Concerned


16       Scientists is a national science-based nonprofit.  We put


17       rigorous, independent science to work to solve the planet's


18       most pressing problems.


19                 I would like to address some of the questions that


20       Commissioner Quackenbush and his team have posted on the


21       website referring to renewable energy and that will be the


22       focus of my comments today.


23                 Specifically questions seven, eight and ten that


24       were posted on the website.  So those questions are, how does


25       Michigan's renewable requirement compare to other states?
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 1       What is the state's long-term potential for electricity from


 2       renewable sources?  And what are the current and projected


 3       relative costs of new generation sources in the state.  I'll


 4       handle those each one by one at a high level, and then of


 5       course will be providing more detail on the website itself.


 6                 First in comparing where Michigan stands, many of


 7       you know that Michigan standard is relatively modest compared


 8       to the 29 -- 28 other states with renewable energy standards


 9       around the country.  So we think that there is room for


10       Michigan to take more advantage of the renewable energy


11       resources that the state has.  Including other Midwestern


12       states like Illinois and Minnesota and Ohio, all of which


13       have stronger renewable energy standards.  We think there is


14       an opportunity for Michigan to step up to the plate and take


15       advantage of this opportunity to increase the standard.


16                 In fact 18 other states have already increased the


17       standards that they started with.  So Michigan would be in


18       good company by looking at that opportunity to expand its


19       renewable energy resources.


20                 When you look at where Michigan stands in


21       comparison with other states in terms of the total amount of


22       clean energy generation that these standards collectively


23       would provide, you can see Michigan is a little bit down in


24       the stack.  And other Midwestern states like Illinois,


25       Missouri, Wisconsin and others represent a bigger slice of
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 1       the renewable energy generation that is expected to come


 2       online by 2025 as a result of the existing clean energy


 3       standards.  So Michigan could occupy a bigger wedge of this


 4       future clean energy resource development by strengthening the


 5       existing standards that will be plateauing in 2015.


 6                 And we think about what's the potential of the


 7       State of Michigan to take advantage of clean energy


 8       resources, this table basically gives you a sense of, if you


 9       were to take away any of the constraints that would limit the


10       state's ability to develop its wind resources or its solar


11       resources, how much theoretical clean air potential is there


12       in Michigan?  And you can see there is a tremendous amount in


13       terms of gigawatt hours of potential generation that could be


14       tapped.  But then we have to factor in reasonable constraints


15       about siting, transmission, and the economic availability of


16       these resources.


17                 So when we look at the column


18       second-from-the-right, that gives you a more realistic sense


19       of what the economic and market limitations would layer on to


20       the theoretical potential.  But still it's a tremendous


21       potential for Michigan.  You can see there is 143,000


22       gigawatt hours of potential onshore wind generation potential


23       in Michigan.  And that's quite a bit more than the total


24       annual energy demand of the state.


25                 And so we realize that of course that's all partly
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 1       theoretical, right?  That would be a tremendous transition


 2       for Michigan's energy generation portfolio to embrace wind at


 3       that level.  But from a theoretical basis, there is really a


 4       lot more headroom in the clean energy generation menu that


 5       this state could take advantage of.


 6                 We talk about risks, we look at the full range of


 7       energy resources that are available to the state.  And I


 8       realize this is a little bit hard to read, but what this


 9       chart shows you is it ranks the different types of energy


10       generation resources that are out there by two different


11       variables; levelized cost of electricity, and risk.


12                 So when we think about risk, we think about cost,


13       regulatory risk, the availability of capital, and other risks


14       like for example access to water, carbon price risks, capital


15       shock, availability of fuel.  So when we look at the stack of


16       all these different resources, the resources listed at the


17       bottom represent the lowest risk and lowest cost.


18                 So reading up from the bottom we find that energy


19       efficiency is the least cost resource as we've heard from


20       others who spoke prior to me today.  That's a tremendous


21       opportunity for the state to not only save money for


22       consumers, but really benefit the economy by driving down


23       costs of operation for major business around the state.


24                 We know that not only does Michigan have a


25       relatively modest renewable energy policy, it has a
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 1       relatively modest energy efficiency policy at one percent.


 2       We know there are other states like Illinois and Minnesota,


 3       for example, that have a 2 percent and 1.5 percent energy


 4       efficiency standard respectively.  So just like on the


 5       renewable side, on the efficiency side, taking advantage of


 6       this cost resource could bring some great benefits to the


 7       State of Michigan.


 8                 So as you read up this list you'll find that


 9       onshore wind and natural gas come in near the bottom of the


10       list in terms of cost and risk.  And you'll find that


11       traditional fossil fuel generation from coal, nuclear power


12       come in much higher, both in terms of costs and risks.  We


13       think this is really, looking at these parameters and this


14       kind of matrix can be very instructive for policymakers to


15       understand the full range of their options, but to take into


16       account risk as an important variable in decision making as


17       you decide the State's energy future.


18                 Part of that is understanding the trajectory of


19       these costs, so what goes into assessing the cost of future


20       wind generation for example?  So we can look at the declining


21       cost of wind power historically, and then estimating that


22       cost reduction going forward.  We know that wind prices have


23       come down 9 percent since 1980, and even 20 percent just in


24       the last two years.  So we're seeing tremendous innovation in


25       wind technology and efficiency and production.
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 1                 And it's reducing those costs we expect from


 2       looking at a chart like this which summarizes several


 3       studies, looking at the forward price of wind generation,


 4       that that cost is expected to decline significantly over the


 5       next 25 years.


 6                 There is a similar story for solar power.  This is


 7       a historic graph showing the decline of solar photovoltaic


 8       production dating from 1998 to 2011 with a tremendous decline


 9       in price.  And we expect that those declines will accelerate.


10                 We've seen prices drop 75 percent just since 2008.


11       So there has really been dramatic cost savings in these


12       renewable energy technologies.  And as we've heard they can


13       provide an important hedge against the volatility of natural


14       gas, which I won't dwell on because I think everyone is


15       familiar with that story, but we don't know where natural gas


16       prices are going.  I think many folks expect upward pressure


17       in natural gas and I think we certainly understand the value


18       of wind and solar as an important hedge.


19                 We just heard from Mr. Trisko about the economics


20       of coal, and one of the important factors around coal is


21       rising prices of the coal, of the fuel itself that these coal


22       plants rely on.  So we've seen that Michigan coal prices have


23       doubled since 2002.  And when you factor in, that into the


24       rates of consumers in, Detroit Edison's rates that consumers


25       are facing, that's a major factor.  And part of that issue is
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 1       the reliance of this imported fossil fuel resource, as you


 2       heard earlier.


 3                 UCS has estimated that the state spends more than a


 4       billion dollars a year importing coal from out of state.  You


 5       can see some of the states that benefit from the spending of


 6       Michigan utilities to import coal into the State of Michigan.


 7       We heard earlier that Michigan has no native coal resource,


 8       so the dependence of the state on coal is a tremendous


 9       liability.


10                 So how does that translate into what consumers


11       face?  We know that the rates have been rising.  So there is


12       risk to relying and walking into a future that's fossil base.


13                 So how can renewables and efficiency become a


14       bigger part of that mix?  We know that energy efficiency and


15       renewables will help consumers save money by reducing demands


16       and providing that important hedge.


17                 So one of the aspects of risk, we saw that coal


18       ranked high on that risk chart I showed you a few minutes


19       ago.  It's risky by a few measures; one of those risks is


20       economic risk.  So UCS did a national study recently where we


21       looked at every coal plant in the country and we compared the


22       cost of generating power from every coal plant to cleaner


23       energy sources like natural gas and wind power.  And with


24       every coal plant, including every coal plant in Michigan, and


25       if it was missing any essential air pollution controls, we
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 1       imposed the capital costs of those pollution controls onto


 2       that plant so that plant was protective of public health and


 3       the environment.  And we compared the cost of power from that


 4       coal plant to natural gas and wind, and we found Michigan


 5       ranks fifth in the country in the amount of at-risk,


 6       economically at-risk coal fire generation in the state.


 7                 So what this map shows you is that there is 3.5


 8       gigawatts or 3500 megawatts of economically vulnerable,


 9       at-risk coal generation across the state.


10                 And part of the reason Michigan coal fleet is at


11       risk is it's one of the oldest fleets in the country.  More


12       than half of the state's power plants are more than 50 years


13       old.  So those plants are older, they're smaller, they're


14       inefficient.  So in conducting this pass-fail test we found


15       there is a lot of vulnerability to the coal fleet in


16       Michigan.


17                 We found that 39 coal generators at 16 different


18       coal plants around the state have uneconomically, chemically


19       vulnerable coal generators.  So the combination of low gas


20       prices, regulations pushing this coal out of the market


21       place, we think that creates a great opportunity for cleaner


22       energy resources like wind and solar to help meet an


23       increasing share of Michigan's energy needs.


24                 So just to summarize, we know that Michigan's


25       current standard is relatively modest which needs to grow
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 1       economically so.  There is plenty of available, cost


 2       effective, renewable energy resources, energy efficiency


 3       resources in the state that have not been tapped, and we know


 4       these are relatively low-risk resources compared to the


 5       alternatives.


 6                 And lastly I'd like to leave the Chairman and


 7       Director Bakkal with a letter to Governor Snyder, signed by


 8       over a thousand USC supporters around the state calling for


 9       stronger and more ambitious clean energy standards.  So I


10       will give that to you.


11                 DIRECTOR STEVE BAKKAL: Thank you, Steve.


12                 Our next presenter is Mr. David Fein, Vice


13       President of State Government Affairs representing Exelon.


14                 Please join me in welcoming David to the stage.


15                 MR. DAVID FEIN: Good afternoon, every one.


16                 My name is David Fein and I represent a company


17       called Exelon.  We're based in Chicago, and we're a major


18       energy supplier.  We are a national leader in the energy


19       industry.  And just to give you a little bit of background


20       about us and our size and our scope, we are in 47 states and


21       the District of Columbia.  We've been here in Michigan


22       serving customers with electricity since 2002; and we've been


23       here serving natural gas back into the '90s.  So we're a big


24       player in this industry.


25                 I hear some people talk to us as these out-of-state
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 1       interests, but we're actually here in Michigan, investing in


 2       Michigan.  And I want to tell you a little bit about who we


 3       are, what we're doing here in the state.


 4                 We're providing the Chairman and the Director with


 5       a lot of data and information which I know is what you wanted


 6       in this presentation today.  I am not going to go through all


 7       the statistics and so forth.


 8                 But I want to leave you with this impression, and


 9       that is Michigan is debating its energy future much like many


10       other states around the country have.  While there are many


11       differences between Michigan and other states, these are


12       issues that have been tackled by other states.  You've heard


13       prior speakers talk about that, whether it's renewable


14       policy, whether it's energy efficiency, whether it's


15       restructuring of an old monopoly system like the gentleman


16       from AEP talked about.  These are all challenges that other


17       states have addressed.


18                 My company is here to attest to the fact that it


19       can work.  You can have all of those things even in a


20       restructured competitive market place.


21                 Just to talk about our investment here in the


22       state, like I said we've been here for ten years.  We have a


23       local office.  We pay taxes to the state.  And we have a very


24       experienced energy team here physically located in the State


25       of Michigan.  We are the largest supplier to customers and
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 1       the consumers in DTE territory, depending on how you define


 2       that term.  This data all comes from the Public Service


 3       Commission's annual report on competition.  And we've been


 4       here since the beginning.  We haven't left.  We haven't left


 5       our customers, even with a capped market we've stayed here,


 6       and helping those customers meet their energy challenges that


 7       they have in the future.


 8                 You don't hear a lot about gas competition because


 9       that's not really dealt with at the state level for the


10       largest customers, just for the residential customers, but we


11       have a significant presence in that market as well, in


12       addition to selling power to municipal and electric


13       cooperatives here in the state.


14                 We're also a major player in wind generation here


15       in Michigan.  And we list some of the projects here.  I heard


16       the gentleman speak about the Holland project that was just


17       awarded last week, that also involves our company.  So we're


18       heavily invested here in the State of Michigan.


19                 So what does electric restructuring mean?  What


20       does this regulated and restructured market look like?  Well


21       here are a few examples that I give regarding our utility


22       affiliates in the Exelon family.  Three different states,


23       restructured, separate companies, now just transmission and


24       distribution utilities.  The generation piece, power plants


25       that you heard about, spun off separate affiliated company.
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 1       That's what all of these three companies did at various


 2       stages of history through restructuring and in diverse cities


 3       like Chicago, Philadelphia and Baltimore.  And these


 4       companies are still vibrant companies, very much invested in


 5       the communities -- did we not pay the electric bill today?


 6       A little added ambience for this afternoon on a Monday.


 7                 Let there be light.


 8                 And what I want to talk about is the fact that


 9       competition was introduced, or the fact that the hundred year


10       old monopoly utility was broken apart, does not mean that


11       these types of companies don't make investments in the local


12       infrastructure.


13                 And as you can see by what's outlined in this


14       chart, these three utilities continue to make very


15       significant investments in infrastructure.


16                 When you make investments in infrastructure on


17       anything other than generation, all customers pay, regardless


18       of whether you have competition or not.  Every customer is a


19       distribution customer, and just about every customer is a


20       transmission customer.  So those investments are still made


21       regardless of the way you restructure a market potentially.


22                 There is no uncertainty about the customers being


23       there to pay for it because this part of the system stays


24       intact, and those customers will always be utility customers.


25                 Competition also can help enhance reliability on
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 1       the generation side.  You heard prior speakers talk about the


 2       regional grid that is here in Michigan, PJM and MISO both


 3       serve the State of Michigan.  These are national


 4       organizations that ensure the reliability of the grid system.


 5       They ensure that enough generation is on and available at the


 6       highest peaks of electricity usage.


 7                 And in these areas, you are seeing added resources


 8       to meet the demand that's out there.  They have requirements


 9       that there be a reserve, basically extra power needed for the


10       most extreme weather conditions when the most electricity is


11       used.  This still happens in a restructured market.


12                 And in these three states where my company is from,


13       you've seen over 25,000 megawatts put into the system.  All


14       paid for by shareholders, none of it paid by ratepayers under


15       the old monopoly model.  Power still gets built, generation


16       facilities still gets constructed in these areas.


17                 Not surprisingly, with competition and


18       restructuring, you've seen a vast increase in the efficiency


19       of these plants.  Hundred years of regulation, monopoly


20       regulation, you were rewarded whether your plants worked, you


21       get rewarded whether it costs 2 billion instead of 1 billion


22       to build the plant.  Those cost overruns are born by all


23       customers.  And in addition to that, in the old monopoly


24       system, utilities could charge -- they get a return on that.


25       So if they went to the regulator and they tell the chairman
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 1       it costs 2 billion dollars to build, it ends up costing 3


 2       billion, guess what?  They get the full 3 billion and they


 3       get whatever return that the regulators have allowed them to


 4       return.


 5                 So under that model, that's where you saw the high


 6       cost increases around the country.  In the competitor market,


 7       that's all on the backs of shareholders.  So you'd better be


 8       efficient because you have no one to run to to get your money


 9       if you do cost overruns.  And you've seen the increase in the


10       nuclear fleet just in Illinois because of restructuring,


11       pretty significant increase.


12                 Behind our three utilities in our three states,


13       what you're seeing is significant choices being made by


14       customers who have that.  You heard Mr. Goss talk earlier


15       about not having a choice here in Michigan, and over 10,000


16       customers sitting in the queue.  That's a large number.  And


17       it's our belief that's a fraction of the customers that would


18       exercise choice if given the ability.  It's not a simple


19       process, it's very detailed.  There are rules and


20       regulations, you need a signed contract.  So I think that


21       just scratches the surface on the demand.


22                 This is an example of how these markets have


23       developed in these states, 50 different suppliers, a hundred


24       different residential product offerings.  And this isn't


25       unique just to our utilities, we're seeing this happen all
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 1       across the country.  The statistics are out there, the


 2       statistics from various reporting agencies sort of tell the


 3       story that it is working, if you let it work.


 4                 It's not just about having a choice.  We understand


 5       that people want to save money.  You've seen statistics that


 6       tell the story a bunch of different ways.  I think you used


 7       the term, Chairman, slice it and dice it with statistics, and


 8       I think that's true.  You can see these numbers a lot of


 9       different ways.


10                 All the data here that we're showing is based on


11       EIA data and switching data.  A lot of different choices


12       available.


13                 I think the one that scares us the most and I think


14       policymakers should take account of here in Michigan, is that


15       if you just look at those customers sitting in the queue,


16       you're looking at customers who are losing an estimated 170


17       million dollars a year in reduced electricity costs that are


18       out there in the market place, that because of an artificial


19       10 percent cap they can't access.  And they can't preserve


20       jobs, and add jobs.  We should be giving customers a choice.


21                 Here you've heard others talk about Michigan rates,


22       I won't belabor that.  It's a sad, sad story when the rest of


23       the country is enjoying reduced rates because of reduced


24       wholesale rates.  It's unfortunate, timing is everything, but


25       this is what's being reviewed in this process and we welcome
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 1       that.


 2                 I want to leave you with this point.  Michigan is


 3       no different than these other states.  Michigan utilities can


 4       still invest in distribution, can still meet energy


 5       efficiency targets, renewable targets, support for low income


 6       consumers under a restructured competitive market environment


 7       just like you're seeing in all these other states, and just


 8       like our experience has shown in the three states in which we


 9       operate.


10                 Thank you.


11                 DIRECTOR STEVE BAKKAL: Thank you, David.


12                 Our last presenter before we take a break is Mr.


13       Ken Sikkema, Senior Policy Fellow for Public Sector


14       Consultants.  Please join me in welcoming Ken to the stage.


15                 MR. KEN SIKKEMA: Thank you, Steve.


16                 Generally speaking you like to go last, except I


17       realize that the length of my presentation is the only thing


18       standing in the way of the rest of you getting to talk.  So I


19       will be short.


20                 I want to thank you, Mr. Director, Mr. Chairman,


21       for this opportunity.  You are in the, as I understand it,


22       the information gathering phase of this decision making


23       process.  You've specifically mentioned you want information


24       and data and studies, and I'm here to provide that.


25                 Public Sector Consultants, we're a policy research
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 1       firm based in Lansing.  And we actually produced two reports


 2       on the issue of electric restructuring in Michigan.  The


 3       first one was done in 2006, and the second one was finished


 4       in 2007.  Both of these reports were precursors, if you will,


 5       to the 2008 Energy Reform Law.  And I'm not going to lay


 6       claim to saying that it was these two reports that in and of


 7       themselves led the Legislature and the Governor to adopt this


 8       law, but I would say that they contributed to what I would


 9       call kind of the intellectual foundation that led to the 2008


10       Energy Reform Law.


11                 In the 2006 report, we were asked to review and


12       assess the six-year record of electric restructuring in


13       Michigan which was created by Public Act 141 passed in the


14       year 2000.  And the second report, Market Structures and the


15       21st Century Energy Plan, we were asked if the 21st Century


16       Energy Plan was in fact the goals that Michigan was striving


17       to achieve, more capital investment, a greater commitment to


18       renewable energy, and a greater commitment to energy


19       efficiency, what type of market structure would enable the


20       state to reach those goals.


21                 And I'm resurrecting these two reports and bringing


22       them back to your attention for the simple reason that if you


23       go back and look at these reports, even though they're seven


24       and six years old, they are very relevant today and their


25       conclusions are relevant, given the questions you've posed
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 1       that you wanted answered.


 2                 Although time and events have changed, some of the


 3       specifics, for example we had an economic recession in 2008


 4       and 2009, the 21st Century Energy Plan envisioned the capital


 5       investment to be a new base load coal plant, the capital


 6       needs today have changed.  The natural gas prices, which are


 7       low today, were high back then.  But the fundamental issues


 8       of market structure, a need for capital investment, the need


 9       for renewables, the need for energy efficiency are back in


10       front of us again, as every one knew they would be, and as


11       the 2008 Energy Reform Law anticipated.


12                 Very quickly, the conclusions of the 2006 report,


13       as we begin to look at market structure again, the conclusion


14       that we came to is that the hybrid market structure created


15       by Public Act 141 was economically unsustainable.  It created


16       an obligation to serve and a need for reliability imposed on


17       some providers of electricity, but not others.


18                 And in fact, that at the time competition itself


19       did not really lower prices.  But Public Act 141 contained a


20       number of subsidies, caps and credits, and that's in fact


21       what lowered prices at the time.  And once they came off,


22       prices went up.


23                 The 2007 report, which was done after the Capacity


24       Needs Forum and after the 21st Century Energy Plan was


25       published by the Public Service Commission.  The 2007 report
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 1       looked at Michigan's future, the need for capital


 2       investments, a call for greater renewables, and a call for


 3       greater commitment to energy efficiency.


 4                 And our conclusion was that a regulated market


 5       structure provided the best environment for risk reduction,


 6       the risk reduction strategy necessary for Michigan's energy


 7       future.


 8                 Now I got two slides that dig a little deeper into


 9       the 2007 report.  One of the issues related to the


10       relationship between capital investments and revenue


11       predictability.  And we've already heard some discussion this


12       afternoon about that.


13                 Our report and our conclusion was that both retail


14       and wholesale revenue predictability was necessary to ensure


15       new capacity.  And specific capital investment needs are


16       going to change.


17                 As I mentioned, six years ago, we thought we needed


18       a brand new coal plant in Michigan.  Our investment needs


19       today are different.  There is new environmental regulations


20       from Washington.  There is new capacity needed to replace an


21       aging coal fleet in Michigan.  But the basic principle


22       remains the same.  And that is the need for revenue


23       predictability is critical if we're going to ensure capacity,


24       particularly reserve capacity which is necessary for electric


25       liabilities.
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 1                 In our last point that we mentioned in 2007, which


 2       is relevant again today, as you look at some of the states


 3       that have proceeded fully down the path of full deregulation,


 4       in order to achieve the reserve capacity that is necessary


 5       for their economy, for their future, they've actually had to


 6       create new government intervention mechanisms to ensure that


 7       that capacity gets built.


 8                 The second sort of big conclusion that we came to


 9       in that 2007 report is the issue of risk reduction.  And it's


10       a phrase that, it's interchangeable with the Governor's call


11       for adaptability and a no regress energy policy.


12                 The fact of the matter is there isn't a person in


13       this room that can predict the future.  You can't predict the


14       future on gas prices, you can't predict the future on


15       economic events, you can't predict the future on federal


16       policy, and you can't predict the future on international


17       events.


18                 And it's important to realize that any energy


19       policy that assumes that the current trends are going to


20       continue is a highly risky energy policy.  We've already


21       heard from the gentleman from the West Michigan Environmental


22       Action Council about the value of stability over price


23       volatility, and I would echo that gentleman's comments.  It's


24       important, it's far more important to have stable prices that


25       you can anticipate, and count on, then to have your economy
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 1       and ratepayers, whether they're industrial, commercial or


 2       residential, be subject to high volatility and prices.


 3                 And the last point on this slide is that a


 4       diversified electric generation portfolio, kind of all of the


 5       above, in whatever composition policymakers decide is the


 6       right composition, a diversified electric generation


 7       portfolio is the one that reduces risk.


 8                 Just two final conclusions.  This one I've already


 9       mentioned, but I want to emphasize it.  And that is that


10       long-term energy policy based on current short-term trends in


11       the market is inherently a highly risky policy.  Whatever the


12       trends are today, they're going to change, we just can't tell


13       in which manner or to what magnitude.


14                 And finally, I would urge both the Chairman and the


15       Director and the legislature to go back and look at these two


16       reports because the fundamental findings and conclusions that


17       were used to lead up to the 2008 Energy Reform Law, are still


18       valid and still sound.


19                 Thank you very much, I appreciate your time.


20                 DIRECTOR STEVE BAKKAL: Thank you.


21                 That's concludes our formal presentation.  At this


22       point let's take a ten-minute break and come back.  We do


23       have a number of requests to speak so let's begin at 3:25.


24       Thanks.


25                  (At 3:15 p.m. went off the record.)
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 1                  (At 3:30 p.m. went on the record.)


 2                 DIRECTOR STEVE BAKKAL: We need to get started.  We


 3       have approximately an hour-and-a-half left.  We do have to


 4       leave here at 5 o'clock.  There is going to be another event


 5       in this facility, which if everybody sticks to their time


 6       that they're allotted, we should be able to get through 30


 7       requests.  We do have about 45 requests to speak, so


 8       unfortunately we won't be able to get to all of them.  But


 9       we're going to give about three minutes per speaker.  We do


10       have someone here in the front that will signal you when your


11       time is one minute left.


12                 Please adhere to your time.  There are a lot of


13       people that drove quite a distance to come here to be heard,


14       so we do ask that you adhere to that time.  The way that I


15       will do this is I will call four speakers up at a time.


16       Please remember the order that I call you up.  Come up to the


17       front, and then just that first speaker can come right to the


18       front, state your name, where you're from, any affiliation


19       that you have, and then the next speaker will come up after


20       they're complete.  And then I'll call up the next four after


21       that.


22                 Am I missing anything else?  Okay.


23                 So our first four speakers are Duane Hagen, Jan


24       O'Connell, Dale Shugars, and Tom Stacy.  If you can come up


25       to the front at this point.
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 1                 And Duane Hagen, you can come up to the stage.


 2                 MR. DUANE HAGEN: Thank you, Director, and


 3       Chairman.  I'm here to represent the IMP Customer Coalition


 4       For Electric Choice.  We are represented by American Axle


 5       Manufacturing, Internet Armstrong International.  I have a


 6       representative from the organization, Mr. David Castleline is


 7       here today from Armstrong International.  We also represent


 8       White Pigeon Paper and MPI Research in Mattawan, Michigan.


 9                 We want to address question 24.  From an economic


10       standpoint, what is the impact on Michigan in jobs,


11       infrastructure, supplier base and tax base provided under the


12       current regulatory structure versus what could be expected


13       from an open market system.  I have four points.


14                 First point, inconsistent regulatory support of


15       electric choice.  The current regulatory structure has


16       resulted in inconsistent support of electric choice across


17       the utilities in the state.  Among the interests of electric


18       choice are the laws that are stated, I quote, to improve the


19       opportunities for economic development, and to allow and


20       encourage the Michigan Public Service Commission to foster


21       competition.  However the businesses in the IMP Customer


22       Coalition have been affected, or were effectively frozen out


23       of electric choice in the I & M area due to regulatory


24       rulings.


25                 Number two, the financial harm to the IMP Customer
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 1       Coalition instead of economic development.  IMP Customer


 2       Coalition members in the Indiana-Michigan territory are


 3       paying 162,000 per year in electric choice implementation


 4       charges, but competitively priced power is not available due


 5       to I & M's price structure.  So in effect, we are paying for


 6       choice, yet have no choice.


 7                 If coalition members could purchase competitively,


 8       based on our calculations, annual savings would be about 2.3


 9       million dollars per year.  That is a significant amount of


10       money to our organizations in employment and infrastructural


11       improvements.  Such savings could contribute to expanding


12       businesses, increasing production and facilities in Michigan,


13       and adding to the economic developments, to the job base in


14       Michigan.  The coalition represents 2500 employees in


15       southwest Michigan, we would like to grow that.


16                 Number three, policy implications.  Utilities are


17       not harmed by electric choice, yet are a barrier to electric


18       choice.  And what we have found is that utilities see


19       significant savings in power costs from electric choice.


20       Utilities may no longer have net stranded costs.  Utilities


21       already recover implementation costs.  And electric choice


22       provides an alternative to expensive new utility power


23       plants.


24                 My fourth and last point, current regulatory


25       structure does not allow the capture of full economic


Page 87


 1       benefits of competition.  Customer savings and associated


 2       economic development are there to be had from competitive


 3       prices.  The current 10 percent cap means that all businesses


 4       do not have equal access to competitive price, as we have


 5       heard earlier today.  Therefore there are winners and losers.


 6       Current regulatory structure has not resulted in equal


 7       opportunity for competitive electric supply, practical not


 8       theoretically, across all utilities in the state.  And


 9       consequently opportunities for economic development are being


10       lost under the current structure, but could be captured under


11       an open market system.


12                 We would encourage the Commission as it reviews the


13       various rate structures for IMP to be very aware of the fact


14       that there are companies who want to choose, try to choose,


15       had to not choose, and are now back paying an increasing


16       electrical charge as we look forward to the future.


17                 Thank you so very much.


18                 MS. JAN O'CONNELL: Thank you to Commissioner


19       Quackenbush and Director Bakkal.  Thank you much.


20                 I am Jan O'Connell, I am with the Sierra Club


21       Michigan Chapter.  I am their energy issues organizer and


22       also their development director.  My points are going to


23       touch on four of the numbers, seven, eight, thirteen and


24       eighteen.  And I'd better read fast.


25                 Increasing Michigan's use of energy efficiency and


Page 88


 1       renewable energy will create jobs, spark investment and


 2       launch new businesses in our state.  Michigan is only getting


 3       3.9 percent of its electricity from renewable sources.  Other


 4       Midwestern states are blazing far ahead of Michigan in


 5       renewable energy, with Iowa getting 23 percent.  Illinois has


 6       a 25 percent goal by 2025.  And nearly 30 other states have


 7       stronger renewable energy and energy efficiency goals than


 8       Michigan has.


 9                 I want to give a shout out to the City of Holland


10       that is currently pursuing an energy efficiency pilot project


11       started with retrofitting 90 to 100 homes, which would fall


12       in line like dominos, turning Holland into a world-class,


13       energy efficiency city.  It is hoped that projects like


14       Holland will be cropping up all over Michigan, and


15       successively moving our state away from the dependence on


16       dirty fossil fuels and instead moving towards a clean energy


17       future.


18                 Specifically on wind, our state has enough wind and


19       land to really increase Michigan's renewable energy use.


20       Michigan has more than 54,000 megawatts of high quality,


21       land-based, wind generation potential according to the


22       National Renewable Energy Laboratory.


23                 This would be nearly 12 times more than would be


24       needed if we did move towards the 25 percent renewables by


25       2025.  Meaning we need to harness only 8 percent of the
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 1       available land-based wind.


 2                 The Sierra Club strongly supports the development


 3       of wind energy because it creates good paying jobs, drives


 4       economic development, and will help transition Michigan off


 5       of dirty fossil fuel sources to a clean energy future.


 6                 The following key items that I'm stating here are


 7       in regards to the siting criteria for large scale wind


 8       turbines.  My oral comments here today is an abbreviated


 9       list, with more details shown in the written comments I'm


10       submitting.


11                 Appropriately sited wind can meet this need for


12       local, clean, renewable energy that is smart for the


13       environment and smart for our economy.


14                 The Sierra Club supports the development of


15       appropriately sited wind farms which avoid or minimize harm


16       to wild life.  Wind developers should seek community input


17       and conduct ecological studies in the advance of wind farm


18       development.  Impacts to wildlife from wind turbines can be


19       minimized by siting design and operational measures.


20                 Developers should engage with wildlife agencies and


21       local environmental groups early to determine whether sites


22       have a high conservation value.  Wind turbines should be


23       sited to avoid impacts to sensitive avian species.


24                 Where equipment is sited and operated is important


25       and can help minimize impacts to wildlife.  Not all areas are
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 1       suitable for wind development.  Biological surveys conducted


 2       by the U.S. Fish and Wildlife Service will determine if sites


 3       are suitable.


 4                 Michigan could generate 25 percent of its energy


 5       from wind alone, on 4600 acres of land.  The Michigan Public


 6       Service Commission noted that three wind parks in Gratiot,


 7       Huron and Sanilac Counties alone will contribute 150 million


 8       in economic benefits to Michigan.


 9                 The Sierra Club also supports distributed wind


10       generation which has fewer siting concerns and also fits into


11       the existing grid.  Thank you.


12                 MR. DALE SHUGARS: Good afternoon, my name is Dale


13       Shugars.  I'm the Executive Vice President of the Home


14       Builder's Association of Greater Kalamazoo.


15                 First of all, I appreciate you giving us this


16       opportunity, Mr. Chairman and Director.


17                 We're, our board of directors has supported the


18       Public Acts of 2008.  We support reliable, affordable and


19       diverse sources of energy.  We really appreciate Consumers


20       Energy.  In the last few years geothermal has become a very


21       important part in saving energy costs and very efficient, and


22       the changing of the methodology of hooking up has been a


23       challenge at the beginning.  And they've adapted well and we


24       appreciate that.


25                 Our builders are very much focused on green
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 1       building and energy efficiency.  We obviously appreciate the


 2       Five Star HERS ratings of third-party raters, that type of


 3       thing.


 4                 And I'd like to leave with a couple of ideas that


 5       haven't been mentioned.  One is that we all know how the


 6       automobile industry manufacturers use miles per gallon for


 7       buying cars.  If we developed some type of methodology or


 8       model for buying homes that would tell us what the energy


 9       usage, assuming a number of things, for each house, if it's


10       $150 a month, or 100, that the consumer would be better


11       informed, and they'd be more apt to buy homes that are more


12       energy efficient.


13                 And if it's an older home, as the one presenter


14       talked about, two-thirds of the homes were built before 1980


15       where there is less emphasis on energy efficient windows and


16       materials and energy furnaces and that type of thing, that


17       that would help the builders and the remodelers to upgrade


18       the older homes.  So we would encourage that type of market


19       change.


20                 Also, the last thing I'd like to say is that if the


21       banks would utilize more of the savings of utilities, like in


22       their debt ratio of monthly payments and that type of thing,


23       the investments in upgrades for energy efficient appliances


24       or thicker walls or better insulation, those types of things,


25       they could be invested because it would be, monthly payments
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 1       would actually cover those increased investments.


 2                 So I just wanted to leave a couple of those ideas


 3       with you.  And the overall conclusion is that our board of


 4       directors support what the legislature did in 2008.  We'd


 5       like to continue that type of model.


 6                 Thank you for being here.


 7                 MR. TOM STACY: Hi.  My name is Tom Stacy.  I'm a


 8       member of the ASME, American Society of Mechanical Engineers'


 9       National Energy Policy Committee.  However this presentation


10       does not necessarily reflect the views of the ASME, or their


11       energy policy committee, or its members.


12                 Good afternoon, Commissioner Quackenbush, and


13       Director Bakkal.


14                 The positives of this presentation is that Michigan


15       has the opportunity to recognize and correct a legislative


16       mistake made in the past.  I'm speaking of a particular


17       problem that potentially threatens the state's private sector


18       competitiveness, and which could possibly go unnoticed and


19       uncorrected for years to come.


20                 Michigan's PA295 renewable energy mandate, as it


21       applies to wind is financially accountable to the claim that


22       new wind is cost competitive with new advanced coal energy


23       with carbon capture and storage.  This implies that wind


24       energy is a direct substitute for all of the cost and benefit


25       components of that coal and electricity, specifically fixed


Min-U-Script® O'Brien & Bails Court Reporting & Video
1.800.878.8750 - Michigan Firm No. 8029


(23) Pages 89 - 92







Readying Michigan To Make Good Energy Decisions Michigan Energy Public Forum
March 18, 2013


Page 93


 1       and variable costs and capacity and energy benefits.


 2                 And this implication is false.  Because wind


 3       energy -- wind, as a fuel, cannot be inventoried and kept at


 4       the ready to convert to electricity on human command.  Wind


 5       projects are built in addition to, not in place of, the fixed


 6       costs of coal and other dispatchable plants, whose


 7       reliability and performance to human command ranks


 8       statistically well above 95 percent on a plant-by-plant basis


 9       over time by MISO and PJM rules.


10                 So the U.S. Department of Energy Information


11       Administration publishes levelized costs of electricity


12       projections five years out in their annual energy outlook.


13       And this is a graphical representation of those from the 2011


14       report.


15                 Last year, the following warning was added to that


16       report's introduction and footnotes.  And that warning says,


17       since load must be balanced on a continuous basis, load being


18       demand, units whose output can be varied to follow demand or


19       dispatchable technologies generally have more value to a


20       system than less flexible units, or nondispatchable


21       technologies, or those whose operation is tied to the


22       availability of an intermittent resource.


23                 So levelized costs for dispatchable and


24       nondispatchable technologies are listed separately in tables


25       one and two because caution should be used when comparing
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 1       them to one another.


 2                 A report introduced this winter called The Hidden


 3       Costs of Wind Electricity by Dr. George Taylor and Tom Tanton


 4       examines the question in a simple and valid accountable way,


 5       the question being what does the EIA mean by caution should


 6       be used when comparing intermittent technologies with


 7       dispatchable technologies.  That report is accessible at


 8       ATInstitute.org.


 9                 One more note here, on the levelized cost of


10       electricity slide.  Note that none of these sources listed by


11       the EIA as electricity sources, rely on the technology or


12       refer to technologies that would consume imported crude oil.


13                 So following the methodologies used in the record's


14       hidden cost report, I'll highlight the EIA's published costs


15       of only wind and coal as this is essentially what Michigan's


16       PA295 uses to justifies wind's economy in the renewable


17       mandate language.


18                 Zooming in on these costs we see that levelized


19       cost of energy from a coal plant is made up of levelized


20       capital costs.  The cost to build the plant, or the mortgage


21       payment if you will over the plant's expected life span,


22       that's shown in blue in these charts.  It is also made up of


23       the fixed operations and maintenance costs that must be done


24       regardless of how much electricity the plant does or does not


25       produce over time, that's shown in red.
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 1                 Then there is the fuel and variable operation and


 2       maintenance costs together, which is associated with how much


 3       electricity the plant produces.  And most of that cost for


 4       natural gas and coal plants is the fuel.  That's shown in


 5       green.  And finally the cost of new transmission lines to


 6       transport electricity from the plant to electricity consumers


 7       shown in violet.


 8                 So what does wind energy replace of the broken down


 9       costs of coal electricity?  All of them?  On the contrary.


10       Wind is not a complete substitute for coal electricity


11       because whether existing or new, all of the coal plants or


12       some other equivalent capacity-bearing dispatchable plants


13       are still needed to deliver electricity in either steady base


14       load or flexible-load-following capacities, neither of which


15       wind can deliver.


16                 Because we have, we must have dispatchable


17       resources to keep the grid operational, capital costs of, in


18       this case coal or some other dispatchable plant, must be


19       added to the cost of wind to create a hybrid resource that


20       supplies both energy and capacity.  So we've moved the


21       levelized capital cost of coal over on top of the cost of


22       wind.


23                 So also the fixed operation and maintenance costs


24       that keep the dispatchable plant, coal or gas plant able to


25       perform if and when it's called upon, and of course the
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 1       transmission costs or the dispatchable plant cannot be


 2       replaced by wind either.


 3                 DIRECTOR STEVE BAKKAL: Can you wrap this up?


 4                 MR. TOM STACY: Pardon me?


 5                 DIRECTOR STEVE BAKKAL: Can you wrap this up?


 6                 MR. TOM STACY: Yeah.


 7                 So what can wind replace?  Well wind can save some


 8       fuel, the green part left on the left, and possibly some


 9       variable maintenance and operation expense.


10                 So now we see the only two valid cost comparisons


11       between wind and coal are either you add all the fixed


12       components of the coal plant to the wind and compare it to


13       the full cost of coal, or you are looking at just the cost of


14       wind compared to the cost of the fuel only that it saves.


15                 So now we see the only two -- those are the only


16       two valid cost comparisons.  For that reason, PA295's cost


17       comparison between wind and advanced coal is not based on


18       solid economic logic, and so deserves serious


19       reconsideration.  Thank you.


20                 DIRECTOR STEVE BAKKAL: Our next four speakers are


21       Maynard Kaufman, Anne Marie Hertl, Michael Youngblood, and


22       Art Toy.


23                 MR. MAYNARD KAUFMAN: I'm Maynard Kaufman and my


24       statement is about renewable energy on the household level.


25                 Many people seem to think that renewable energy
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 1       from wind and sun does not work in Michigan.  I'm going to


 2       argue that it does.  My wife and I built a new house in 2001


 3       and did not have it connected to the electrical grid.  In the


 4       twelve years since then, we have enjoyed a normal life in the


 5       house, powered almost entirely with renewable energy from


 6       wind and sun.


 7                 It is important to recognize that these are


 8       complimentary sources of energy.  When it is cloudy, the wind


 9       is more likely to blow; and in winter when the sun is low, it


10       is also more windy.  And one advantage of a warming client is


11       that the wind is stronger and more dependable, the only


12       advantage.


13                 Because we use as many energy efficient appliances


14       as possible, the renewable energy system we installed is


15       relatively small.  Electricity is provided by a 1,000 watt


16       array of photovoltaic panels mounted on a tracker which keeps


17       them facing the sun when it shines.  Two wind turbines rated


18       at 1,000 watts each provide electricity when the sun does not


19       shine.  An inverter changes the direct current from where it


20       is stored in the batteries to alternating current for most


21       household use and lights.


22                 The house, which is very well insulated, can be


23       heated with warm water circulating in tubes in the concrete


24       floor, with a wood burning masonry stove which is fired only


25       once a day or less, and by many south facing windows.  Water
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 1       for household use is heated by flat plate collectors mounted


 2       on the south wall of the house, and by a loop inside of the


 3       masonry stove.


 4                 A propane fueled water heater rarely switches on,


 5       but propane is used for the cook stove.


 6                 My wife and I chose to invest in renewable energy


 7       because burning fossil fuels for energy is warming the


 8       climate, and because energy from nuclear power is too


 9       dangerous.  We did not expect to save money, although we may


10       eventually.  Our system has delivered dependable power with


11       no outages and we expect it will continue to do so for


12       another 12 years.


13                 The battery bank was replaced after ten years of


14       service, but other repairs have been minor.


15                 Although I do not think that net metering was


16       available when we installed the system, I think it is good to


17       be connected to the grid and to share the surplus of


18       renewable energy and to save the cost of the battery bank.


19       Some people however complain that the utilities seem


20       reluctant to accept renewable energy and make it a difficult


21       process.  We hope the Michigan Public Service Commission


22       continues to facilitate the process of accepting renewable


23       energy from homeowners on the grid.


24                 MR. MICHAEL YOUNGBLOOD: I am not Anne Hertl, if


25       you're wondering, she had to leave.
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 1                 I'm Michael Youngblood, and I'm with Well Home.


 2       Well Home is a home performance company that operates here in


 3       Michigan.  We work directly with homeowners to help them save


 4       on their energy consumption and also making their houses more


 5       comfortable.  We're also a Masco Corporation company.  Masco


 6       is a Fortune 500 Company headquartered right here in


 7       Michigan, home of Delta Faucets and Behr Paints and things of


 8       that nature.


 9                 Today I wanted to talk about question 10 that was


10       given to us.  Given current technology how much energy


11       efficiency is technically feasible in Michigan and what is


12       the remaining cost effective energy efficient potential in


13       Michigan?  I was going to spend some time talking about our


14       existing housing stock, but Marty Kushler has already covered


15       that.


16                 But just a couple points, we have over 4 million


17       households in the State of Michigan.  The majority of those


18       were built before energy codes of 2008.  Some of the


19       information that he cited from some reports that were made by


20       the Michigan Public Service Commission we wholeheartedly


21       agree with because we're in homes as Well Home on a daily


22       basis seeing customers in the Southeast Michigan and also the


23       West Michigan area.


24                 I want to share with you briefly some results from


25       a study, a pilot study that we did with DTE a couple years
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 1       back.  Well Home worked directly with DTE on a hundred home


 2       pilot in 2010.  The details of the program, we engaged with


 3       customers.  There was some additional incentives available


 4       based on energy savings that were achieved.  So in other


 5       words if you -- if we were able to prove through DOE approved


 6       energy modeling, energy savings, the higher the energy


 7       savings was, a more significant incentive would come from DTE


 8       as a result.


 9                 Also there was low interest financing.  When I say


10       low interest financing, 7 percent interest rate financing


11       through Michigan Saves as well available to these customers.


12       But the program objective was to prove out a whole-home


13       concept by evaluating energy savings, program costs, customer


14       response, marketing effectiveness, and financing uptake, and


15       customer satisfaction as well.


16                 Of the pilot program, we actually ended up engaging


17       with 106 customers who had improvements made through this


18       program.  The average age of the home was 1965.  The average


19       utility usage, I'm going to summarize here because I'm


20       running low on time.  The gas bills on average were $1302 per


21       year, and the electrical bills per year were 1,116 on average


22       for these 106 homes.  Summing those together it was about


23       $2400 annually for our average customer in this program.


24                 We were able to, with this program, save our


25       customers an average of 20.7 percent on their whole home
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 1       energy savings, for the whole home energy use annually.  So


 2       that equates to 32.6 MMBTUs, and collectively for all 106 of


 3       these homes, 3455 MMBTUs totaling all those together.


 4                 As a result, that is about $500 per year per each


 5       one of these customers.  The improvements that were used in


 6       this program, 92 percent of these used general air sealing,


 7       88 percent used attic insulation or purchased attic


 8       insulation through this program.  Furnaces was 61 percent,


 9       hot water heaters 33 percent, rim joist insulation 32


10       percent, air conditioning 22 percent, crawl space or floor


11       insulation 18 percent engaged in that improvement, wall


12       insulation 8 1/2 percent, windows 4 percent.  The reason I


13       listed that out is because I wanted to emphasize that these


14       were significant deep retrofit improvements.  This was not


15       light bulbs, things like that.  These were tangible energy


16       savings.


17                 The three main things that made up the bulk of the


18       energy saved through these improvements were, the three mains


19       ones were air sealing, insulation and furnace upgrades.


20                 In conclusion, the need for significant energy


21       efficient upgrades on our existing household stock is


22       critically important.  That said, as shown from this pilot


23       study program, significant and tangible energy savings can be


24       gained through a well-run energy efficient program with


25       existing technology solutions such as air sealing.  It's been
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 1       around forever, attic insulation of course, and then of


 2       course HVAC improvements.


 3                 Customers are more willing to participate in this


 4       type of a program when there are incentives available to them


 5       through programs like Home Performance With Energy Star and


 6       Consumers Energy, DTE's Whole Home Performance Program, the


 7       Better Buildings For Michigan Program and of course, Michigan


 8       Saves financing and other programs of that nature.


 9                 Customers are also more inclined to engage in


10       programs like this if there is a trusted entity.  I'm not


11       saying that Well Home or Masco is an untrusted entity, but


12       we're a private company.  So when we can partner with


13       Consumers Energy, or with DTE, or with the State of Michigan


14       through the Better Buildings For Michigan Program and other


15       programs like that, it's a big plus for contractors like Well


16       Home.


17                 And then lastly, easily accessible financing


18       options are hugely important as well.  In that particular


19       study that I mentioned, 27 percent of the people partook in


20       an energy savings loan.


21                 Again, I'm Michael Youngblood.  Thank you for your


22       time.


23                 MR. ART TOY: Thank you.  I would like to thank the


24       Michigan Public Service Commission and Energy Office for


25       hosting this public forum on Michigan's energy future today.
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 1                 My name is Art Toy.  I am the president of Four


 2       Elements Energy.  Our firm designs and installs renewable


 3       energy systems.  I'm here today to present the commission


 4       actual real world data for solar photovoltaic array located


 5       in Southwest Michigan, not far west of here, of Kalamazoo.


 6                 The system in question is at my home in Lawrence,


 7       Michigan, just north of the I-94 mile marker number 51.


 8                 I ask the audience and the commission to turn their


 9       attention to the screen which shows by month the amount of


10       electrical power generated at my home from February 2011, to


11       February of 2013.


12                 In the first 12 months of operation the system


13       generated 6,923 kilowatt hours of power, and in the second


14       year of operation 7,639 kilowatt hours of power.  The major


15       difference is weather conditions impacted the system


16       performance being that the summer of 2011 was cloudy, and


17       rainy, while the summer of 2012 was hot and dry.


18                 The electrical power generated is roughly


19       two-thirds of our family's yearly electrical usage.  What I


20       wish to convey to every one in this presentation is the fact


21       that solar does work year round, even in areas which


22       experience significant lake effect snow and overcast


23       conditions such as we have along our state's lakeshore.


24                 What I'm doing with this data is dispel the


25       perception that solar electric power does not work in
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 1       Michigan, and especially so in areas of overcast and heavy


 2       snowfall.  As this presentation demonstrates, solar electric


 3       power generation does indeed work in southwest Michigan and


 4       is a viable and valuable energy source for our state, even


 5       the lake effect and overcast areas of the west side.


 6                 Finally, as for the perceived issue of storage


 7       during low light/low wind, or no light/no wind conditions, I


 8       would like to remind every one of a tremendous and unique


 9       resource that is right here in Michigan, that being the


10       Ludington Pumped Storage Facility.  This facility is


11       currently being used to store excess power being generated by


12       our nuclear power plants in Michigan during low load


13       conditions.  In other words, we are even now solving our


14       electric storage issues of human command on dispatch instate.


15                 With that said, I would like to thank the


16       commission and the audience for your attention.


17                 DIRECTOR STEVE BAKKAL: Thank you.


18                 Our next four speakers are Benjamin Brown, Junior,


19       Dan Alway, Sister Virginia Jones, and Martin Stone.  If you


20       guys can come up to the front.  And Benjamin Brown can come


21       up to the stage here.


22                 Also remind everybody, if you don't have a chance


23       to speak today, post your comments on the web.  There is no


24       different weight given to public comments versus what's


25       provided on the web.
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 1                 MR. BENJAMIN BROWN, JR.: Thank you very much for


 2       this opportunity to speak.


 3                 I speak as a private citizen who became fascinated


 4       with renewable energy many years ago because I didn't see


 5       anything happening in Michigan.  From that, I volunteer now


 6       and pay on my own dollar to teach people about solar cooking


 7       in Michigan year round, but that's a little bit esoteric.


 8                 I'd like to discuss some of the data and studies


 9       that I've submitted.  And so I'm just going to be reading


10       this in the interest of time.


11                 In terms of base load, with wind power, according


12       to studies from Stanford University, and I have that in the


13       papers I've given, you can have a predictable, reliable, 47


14       percent of the wind power generated as a predictable base


15       load that companies and utilities can depend upon.


16                 Also in terms of speed of creating wind generation,


17       UC Berkley noted that Germany, in five years, went from no


18       discernible wind power for the country's generation, to 25 to


19       50 percent of wind power generated at peak from just wind.


20                 So we do have better -- we have much better


21       potential than Germany does, who is getting a significant


22       portion of their electric.  I would encourage our RPS to be


23       significantly higher.


24                 It's cheaper to save fuel than to pay for fuel,


25       which we heard earlier.  An efficiency investment recently
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 1       made to the Empire State Building demonstrates a rate of


 2       return far faster than expected saving 2.4 million dollars in


 3       energy costs in a single year during their first year, which


 4       was far better than they expected.


 5                 Also, in terms of studies here, power companies in


 6       multiple instances have underestimated the potential for


 7       renewable energy to benefit their bottom line, their survival


 8       and profit, as well as benefit their customers.  So that's


 9       just an additional comment.


10                 I have many more comments on the notes that I've


11       submitted.  But also for me personally, I am the third


12       generation, perhaps last generation of black farming family


13       in South Haven.  Having renewable energy, even wind turbines


14       would help, as it's helped many farmers in Iowa and many


15       farmers who have wind turbines on their property, not to


16       replace income, but to allow investment so that you can keep


17       your family farms.


18                 So I see that as another option and opportunity for


19       us.  Thank you very much.


20                 DIRECTOR STEVE BAKKAL: Dan?


21                 MR. DAN ALWAY: Good afternoon, my name is Dan


22       Alway.  I'm a graduate of this fine institution, Western


23       Michigan University in manufacturing.  Also I have an


24       associate degree from Kalamazoo Community College in drafting


25       and design.
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 1                 I'm an NABCEP certified solar PV installer, also


 2       part owner of Four Elements Energy that's an installer of PV


 3       and other renewable energy systems.  I also was an owner and


 4       operator of a small business that made solar powered


 5       refrigerators for off-grid homes.


 6                 I want to just give you a little information about


 7       what solar is and what it can do because we kind of walk away


 8       from that just a little bit.


 9                 Let's talk about one solar panel, typically 250


10       watts.  It's about three-and-a-half feet, a little less than,


11       by five-and-a-half feet.  If you want to see one Western


12       Michigan University has a large array of over 100 panels next


13       to Miller Auditorium.


14                 In bright sunlight this means this 250 watt panel


15       is equivalent to the usage of five fifty-watt light bulbs, or


16       16 15-watt compact fluorescents.  And that's in Michigan,


17       that's the output in Michigan.  And that information came


18       from some sites that we have and from, also from Western


19       Michigan University's other installations.  The average is


20       about 1.3 kilowatt hours per watt.  It may not be meaningful,


21       but compared to the rest of the world it isn't too far off


22       what you might be getting in Florida or Arizona.


23                 The output from one of these panels can run a


24       plug-in hybrid such as a Chevy Volt about a thousand miles a


25       year.  Over the 40-year life of the solar panels, it would be
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 1       about 40,000 miles.  That's off of one solar panel.


 2                 That is equal to about or something over a thousand


 3       gallons of gasoline over its life, which in today's dollars


 4       or today's gas prices is about $4,000.


 5                 Now we can have a choice there.  We can spend that


 6       $4,000 buying gas or more as the price goes up; or we can


 7       spend about $750 or less, depending on how big the


 8       installation is, to put up the solar panel and then use the


 9       $4,000 in our communities to do, to spend like what's called


10       slow money, which is money that's spent in the community and


11       remains in that community to be bought and passed around to


12       different people as they, as the money goes, whether it be


13       buying food or artwork, let's say from local artists or


14       whatever, keep that money in the community.


15                 And that creates jobs in our communities as opposed


16       to sending the money, three-quarters of it as we said out of


17       the state because we don't do much with gas.


18                 Time to conclude it says, okay.  The biggest way to


19       promote this in the state, the best way, the fastest way, the


20       tested way is a feed-in tariff, and Michigan has had a


21       successful feed-in tariff in the past.  It wasn't limited.


22       The new feed-in tariff that Consumers Energy has out there is


23       very limited and is hurting our industry, so I would like


24       them to have an unlimited feed-in tariff and make this go in


25       state.
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 1                 And what it's all about is, what solar is all about


 2       is about jobs.  It's about clean air, and it's also about


 3       jobs.  It's about clean water, and it's also about jobs.  And


 4       it's for a better quality of life and a better Michigan,


 5       thank you.


 6                 DIRECTOR STEVE BAKKAL: Sister Virginia?


 7                 SISTER VIRGINIA JONES: Thank you, Mr. Chairman and


 8       Mr. Director.  I appreciate the opportunity to speak today.


 9       I'm Sister Virginia Jones, a member of the Sisters of St.


10       Joseph here in Kalamazoo.  However I'm speaking today as a


11       citizen concerning about Michigan's energy future.


12                 I applaud the Governor for establishing these


13       forums and for listening to the people of Michigan who


14       overwhelmingly believe that our state should continue to


15       increase investments in renewable energy and energy


16       efficiency.  More questions need to be addressed during this


17       discussion.  There is a notion of cost benefit analysis as it


18       relates both to current energy production and renewable


19       energy.


20                 I want to encourage the Governor and the Commission


21       to look beyond the traditional approach to cost benefit


22       analysis, which is very short term.  I'd encourage you to


23       look rather to the long term so that you can include other


24       kinds of concerns in cost discussions.


25                 Of course one focus of such analysis needs to
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 1       discuss issues related to jobs and the immediate economic


 2       impacts of the decisions on plans that are implemented.  I


 3       urge you to consider as well the long-term consequences that


 4       relate to public health, and what I would call social


 5       justice, that is the quality of life for all of our citizens.


 6       We know that 60 percent of Michigan's electricity comes from


 7       dirty and outdated coal plants that emit dangerous levels of


 8       mercury and other toxins, causing lung disease, heart


 9       problems and even premature death, and that our children and


10       senior citizens are most vulnerable to this dangerous


11       pollution.  The costs related to their healthcare and the


12       burdens of their ill health that they bear as a result of


13       this should be considered as any part of a cost benefit


14       analysis.


15                 As a person who has suffered from high mercury


16       levels in my body for a number of years, I am very, very well


17       aware of the burden of pain and suffering and cost related in


18       trying to deal with those kinds of issues, and I'm just one


19       person.  And I'm just one person.


20                 It is time that we make public health and the


21       social consequences of our decisions, part of our energy


22       discussions.  A long-term energy plan that includes more


23       renewable energy and energy efficiency can help address these


24       concerns.


25                 In addition, whatever steps we take as we plan for
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 1       our energy future, should also take into consideration the


 2       impact of the methods of energy generation on our other


 3       natural resources, especially our waters.  We can not afford


 4       to pollute this valuable resource which is so vital to life


 5       itself.


 6                 Thank you for this opportunity to present this


 7       perspective which is shared by many in the faith community.


 8                  MR. MARTIN STONE: I'd like to thank the


 9       Commission for holding these hearings and giving me the


10       opportunity.


11                 My name is Martin Stone.  I'm the recently retired


12       president of the Amalgamated Transit Union Local here in


13       Kalamazoo, representing the transit workers.  We represent


14       transit workers in the United States and Canada.


15                 Investment in public transportation is a big


16       opportunity to increase energy efficiency.  I'm here today


17       because I care about a better future for our state's economy


18       and environment for my own and future generations.


19                 A pro-growth agenda in Michigan that diversifies


20       our energy supply and creates jobs, must include renewable


21       electricity in maintaining and expanding clean energy


22       investments that have already opened the door to make


23       Michigan a powerhouse in the renewable energy and renewable


24       energy manufacturing sector.


25                 I'm here to respond to the question, how much
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 1       renewable energy will be operational in Michigan by the end


 2       of 2015?  What is the total dollar amount of Michigan's


 3       renewable investment to date and expect to be when the 10


 4       percent goal is reached in 2015?


 5                 Renewable energy holds tremendous promise for


 6       Michigan.  The manufacturing industry especially can benefit


 7       from investments.  Nationwide more than 300 clean energy and


 8       clean transportation projects that are expected to create


 9       110,000 jobs were announced in 2012.  This is why we need to


10       expand our commitments to expanding renewable energy in our


11       own communities.


12                 All but three of Michigan's 72 utilities are on


13       track to meet the target requiring electric utilities to


14       generate at least 10 percent of their energy from renewable


15       sources by 2015, according to a National Resource Defense


16       Council report.  There are currently 121 companies that


17       supply wind components employing 4000 workers.  The state has


18       26 additional wind projects announced and under -- or under


19       development which will amount to an additional 3000 megawatts


20       if all projects come up to fruition.


21                 21 companies in Michigan manufacture components for


22       the solar market employing 6300 workers.  Michigan's


23       renewable energy standard has resulted in 1.79 billion in


24       investments through 2012.  These hearings are highlighting


25       the important fact that we should renew efforts to expand
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 1       investment in renewable energy.


 2                 Initiatives that continue to promote the


 3       development of clean energy, renewable energy, must continue


 4       to be a priority.  Expanding renewable energy can help to


 5       clear the obstacles blocking our way to even more progress


 6       and keep the American economy on steady ground.


 7                 Thank you.


 8                 DIRECTOR STEVE BAKKAL: Thank you.


 9                 Our next four speakers are Michelle Rison, Brett


10       Little, Samuel Fields, and Chad Jones.  If you could come up


11       to the front, please.


12                 And Michelle Rison, come up to the front right now.


13                 MS. MICHELLE RISON: Thank you.  I'm Michelle.  I


14       partook in the first graduating class in Michigan Tech's


15       Environmental Engineering Program some 22 years ago.


16       Environmental illness has become recognized since the


17       environmental engineers came to be.


18                 Most have heard of chemical sensitivities or sick


19       building syndrome.  Today I will speak about


20       electro-hypersensitivity or EHS.  My focus is health, safety


21       and cost.  I'm inspired to speak of my personal situation


22       after Cary Shineldecker shared his family's tragic experience


23       with the Mason County Wind Farm at the Grand Rapids Forum.


24                 For many of you EHS is a new term.  EHS is related


25       to electromagnetic radiation.  Electromagnetic radiation is
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 1       unseen, surrounds us, and is known as electro-smog.  Most


 2       have never considered that electro-smog can be felt or affect


 3       one's body.  One doesn't consider something electrical when


 4       they are tired, feel less than stellar, or when their mind is


 5       discombobulated.  Try noting this potential connection


 6       sometimes.


 7                 Let us speak of health.  Our bodies are electrical


 8       in nature.  We have an explosion of electrical-brain related


 9       illnesses such as Alzheimers, autism, ADD, MS and depression.


10       We have mystery illnesses such as fibromyalgia, chronic


11       fatigue syndrome, and brittle diabetes, and a rise in cancers


12       including the brain and prostate areas, most near our cell


13       phones.  Please see the Bio-Initiative Report of 2012.


14                 We're also a country of sleep deprived individuals.


15       Who here, with a show of hands, falls asleep easily and


16       unaided, stays asleep, and awakens happy, alert and refreshed


17       each morning?  Have you considered your sleeping


18       environments?  Do you recall camping as a kid, away from


19       everything and how well you slept?  Was it the fresh air or


20       the lack of all things electrical?


21                 Consider where you sleep now.  Are you near your


22       electric meter service panel?  Do you have water or gas pipes


23       beneath you that could carry electrical anomalies?  How about


24       furnaces or AC units, cable, TV, wi-fi or satellite?


25       Consider what techno gadgets are on, baby monitors, DECT
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 1       phones, cell phones, computers, television, CFL lights and


 2       even some LEDs.  All of these emit electro-smog, I challenge


 3       you to explore unplugging for the next four weeks to see if


 4       your sleep patterns change.


 5                 I have one minute left, okay.  I'll talk about my


 6       personal situation.  Anomalies exist such as stray voltage,


 7       current, frequencies, electrostatic charges, sparking, and


 8       impulses and are present on electric, gas, water, cable, and


 9       tele-utilities.  These are grid issues that are not being


10       addressed.  Smart Meters will only compound this.


11                 These issues are present at my home and in my


12       neighborhood.  I can sense these anomalies and feel them


13       throughout my body.  The electric company considers this


14       normal.  What the utility deems as normal has kept me from


15       living in my home for the better part of three years.


16                 Which leads to my personal health circumstances.  I


17       actually had the power removed from my property and lived


18       without it for six months.  Electricity is precious.


19       Refrigeration is a Godsend.


20                 I became electro-sensitive because of electrical


21       anomalies present at my home.  I had been unable to sleep for


22       more than a few hours a night for months on end.  My body


23       sizzles and shakes when in a sensitized state.  I can sense


24       impulses that put me in a continual state of terror at a


25       cellular level.  My mind is affected.  EHS is absolutely
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 1       intolerable.


 2                 I've been hospitalized some ten weeks of the past


 3       six months.  The bill to my insurance company for the first


 4       hospital stay was $64,000.  I have yet to receive the second.


 5       What a burden to our healthcare system.


 6                 I stopped counting at 18 back in November how many


 7       times I've moved since June.  I stopped counting at 100,000


 8       what this has cost me out of pocket.


 9                 I recently found two therapies that have helped.  I


10       have had my metal mercury fillings removed, and now have my


11       memory erased every other week with electroconvulsive shock


12       therapy so I can continue to walk this planet.


13                 There are many like me.  My question to this forum,


14       is it truly cost effective to exchange our health for real or


15       perceived energy savings?  Before we move any further, we


16       need to consider the health effects of what already exists


17       and any new technologies we plan to add.


18                 I'm one of Nick's externalities that he spoke of.


19       Thank you.


20                 MR. BRETT LITTLE: Hi, my name is Brett Little and


21       I am the executive director at the Alliance for Environmental


22       Sustainability.  We are a nonprofit located in Grand Rapids,


23       Michigan that serves the midwest in high performance home


24       education, consulting and third-party verification.


25                 One of the quick things I want to go over here is
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 1       that most of these debates are between what I would say


 2       energy generation, big fossil fuel versus big wind is really


 3       what we see here.  And so I want to kind of bring energy


 4       efficiency to the conversation.  Energy efficiency is usually


 5       not very sexy.  It's something that you can't see.  So it's


 6       something that's important that we need to focus on and have


 7       that conversation around it.


 8                 Again, we've done consulting and studies and


 9       research on over a thousand homes that we've helped to


10       retrofit, remodel and build new to higher energy efficient


11       standards.  And based on our research and some studies I've


12       done on my own house, we've come up to the conclusion that


13       you could invest 20 to $40,000 in what I would say is a


14       moderate residential energy upgrade and save 50 percent in


15       your energy, gas and electric.  You could spend 50 to 100,000


16       in what I would call deep energy retrofits saving you from 50


17       to 90 percent in energy reduction.


18                 So just real quick off the back of the notes


19       calculation, we spent 31 billion dollars in energy in 2009,


20       exporting money out, importing energy.  There are 3 million


21       homes in Michigan, and one-fourth of that cost went to fuel


22       and give energy to those homes.  So that's probably about 7


23       billion dollars that went to power our homes.


24                 If we were to just take my estimate of $30,000 per


25       home to improve it, to get a 50 percent energy reduction,
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 1       that would be about 90 million dollars.  So from there that's


 2       90 million dollars invested through all of our homes, and we


 3       could reduce 50 percent, so that's about 3.5 billion dollars


 4       saved right there.


 5                 And then there is multiple benefits attributed to


 6       getting into that.  I didn't also mention that that money


 7       went to improve the indoor air quality of your house which


 8       could reduce public health costs.  It would go to improve


 9       water efficiency, and less water being sent to be processed


10       means less chemicals, less energy being processed.  It also


11       goes to improve the durability of the home if you're in there


12       and do it right.


13                 So my recommendations are training and education to


14       homebuilders, to consultants, to appraisers, to remodelers,


15       to code officials on how to do this.  Greening the Multiple


16       Listing Service so that way we have a way to identify these


17       costs.  Third-party verification and oversight on all homes


18       that are being sold, and coming up with other incentives on


19       how to do that.


20                 Thank you for your time.


21                 MR. SAMUEL FIELD: Director, Chairman, my name is


22       Samuel Field, I'm an attorney in Kalamazoo, and I want to


23       talk to you about the very wanton topic of property taxes.


24                 I'm the co-founder and owner of Helios Solar.  We


25       have various solar projects we built.  I want to tell you
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 1       specifically about those and their relevance to this topic.


 2                 One of them is a Kalamazoo solar project that's in


 3       Galesburg Township.  It's 158.8 kilowatts.  I believe it's


 4       still the largest input of solar energy to Consumers Energy


 5       at this time.  It produces about 225 megawatt hours of power


 6       a year.


 7                 We received a property tax assessment our first


 8       year of $27,000.  That works out to about 13 cents per


 9       kilowatt hour, more than the retail value of the electricity


10       that we're producing.


11                 The second project I want to tell you about is the


12       project we built at Hackett High School, it's a 20 kilowatt


13       project.  We believe the property tax assessment we received


14       this year is $2100 which amounts to about 8 cents per


15       kilowatt hour.


16                 By comparison, I researched what property tax


17       burden is being paid for the Palisades Nuclear Power Plant.


18       They produce about 5.8 gigawatts of power and pay about 12


19       million dollars in property tax.  That works out to about .2


20       cents per kilowatt hour of production.  We pay -- after three


21       years of litigation, I had the advantage of having my own


22       captive lawyer, being myself.  After three years of


23       litigation, spending about somewhere between 25 to $50,000


24       worth of time, $28,000 out of pocket, I won the Kalamazoo


25       solar litigation, with the tax tribunal.  And so now the
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 1       assessor there is only trying to charge me somewhere between


 2       4 and 7 cents per kilowatt hour for the privilege of


 3       operating in their township.


 4                 I would submit to you that an energy policy with


 5       the state ought to fairly treat renewable energy taxation


 6       versus conventional energy taxation.  I used to have the view


 7       that there should be a total abatement of property taxes for


 8       renewable energy, but I've become more modern now.  I just


 9       think it should be the same for all of us.


10                 The legislature should simply define an amount,


11       let's say a quarter of a cent per kilowatt hour, that's paid


12       in property tax by any generator of electricity, be it solar,


13       wind, nuclear, coal, whatever.


14                 Thank you very much for your time.


15                 MR. CHAD JONES: Good afternoon.  I'm Chad Jones,


16       I'm the Vice President of Parker-Arntz Plumbing & Heating, a


17       full-service mechanical contractor, and its recently-formed


18       subsidiary, Eco-Refrigeration out of Greenville, Michigan.


19                 Let me first thank Director Bakkal and Chairman


20       Quackenbush for this opportunity to share our insights today.


21                 We're contractors.  We're on the frontline of


22       energy conservation measures and we appreciate being heard.


23                 I want to tell you about a few issues that prevent


24       us from even greater success and progress.  Also point out


25       what appears to be working very well for us.
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 1                 Let me begin with the treatment of different energy


 2       classes and use of incentives to promote energy savings in


 3       both new and existing commercial and residential projects,


 4       and especially market rate or income qualified multifamily


 5       properties.


 6                 Regarding the treatment of utilities classes, some


 7       of our clients hold properties operating in multiple utility


 8       service regions, and some clients who operate similar HVAC


 9       systems installed in different buildings find them


10       inconsistently incentivized.  Situations like these lead to


11       multiple challenges for both property management and


12       contractors like Parker-Arntz as we work together to improve


13       efficiency.


14                 The first challenge is that of incentive levels.


15       Incentive processing and contractor compensation are


16       different for the same measures across various programs.


17       Consider as an example, a standard boiler tune-up in a


18       typical five-unit property at 110 MBH, DTE offers $1.36,


19       which is equal to $150 for that tune-up.  Consumers for the


20       same project offers $27.50, and Efficiencies United offers


21       $23.10.


22                 Not only are there differences between utility


23       companies, there are also differences between various


24       programs within a single company.  We believe that unified


25       incentives with the utility incentive programing will benefit
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 1       everyone.  Another situation arises when people or a property


 2       owner has similar systems installed in buildings with a


 3       different rate code.  Again the incentives, incentive


 4       processing and contractor compensation can vary


 5       significantly.


 6                 Take for example two 24-unit properties, managed by


 7       the same management company, located two miles apart, and


 8       virtually using the same HVAC system.  One of the things that


 9       we have looked at is there is a big difference, and it


10       confuses and frustrates the property owners.  One qualifies


11       for all measures, the other qualifies for none.


12                 We think energy optimization incentives go directly


13       to the triple bottom-line of Michigan's sustainable future,


14       and encourage the MPSC as well as other policymakers to


15       ensure these incentives continue their significant impact.


16       We'd also like to propose creating incentive mechanisms for


17       even deeper energy savings measures.


18                 My direct responsibilities at Parker-Arntz were


19       this year, in 2013 we did 251 boiler tune-ups, 5032 furnace


20       tune-ups, installed 1909 programmable thermostats, 2257


21       high-efficiency shower heads, 5,000 faucet aerators, 15


22       boiler reset controls, and over two miles of pipe wrap.  What


23       we did is we did $449,000 worth of work as a give, and as a


24       gain we did $670,000 in additional work.


25                 My question to you is let's keep these programs
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 1       working, we're a small contractor, we hired nine employees


 2       this year, and we really made this program work.


 3                 Thank you very much for your time.


 4                 DIRECTOR STEVE BAKKAL: Our next four speakers are


 5       Mr. Larry Kaufman, John Taylor, Matt Rosendaul, and Wendy


 6       Denning.


 7                 MR. LARRY KAUFMAN: Thank you very much for having


 8       us.  My name is Larry Kaufman, I'm the Executive Director of


 9       the Michigan Geothermal Energy Association, an association


10       that promotes the use of geothermal heat pumps in Michigan


11       which lowers people's utility bills and creates jobs in


12       Michigan.


13                 Now for full transparency, I was the energy expert


14       at DTE Energy for 17 years, I retired in November.  So my


15       comments do not reflect DTE, although they agree with them.


16       I'm also the Vice President of the Michigan Interfaith Power


17       and Light, they've spoken at most of your events.  I'm also


18       not speaking on behalf of them today.


19                 What I'm here today to talk about is geothermal.  I


20       installed a geothermal in my house in 1998.  I have a 2600


21       square home with a 1200 square foot basement.  I keep my


22       house at 72 degrees, I prefer 71, my wife prefers 72, so we


23       keep it at 72, and 73 in the summer.  During the past 14


24       years, my heating and cooling bill has averaged about $60 a


25       month.  It is my opinion that you can not have a serious
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 1       conversation about energy optimization without including


 2       geothermal.  I have 60 CFLs in my home.  They pay for me to


 3       take my wife out to dinner once a month.  My geothermal pays


 4       for me to go on my summer cruise this summer.  But I'm not


 5       here to talk about energy optimization either.  I'm here to


 6       talk about geothermal as a renewable source.


 7                 Why is my geothermal five times as efficient as a


 8       furnace and twice as efficient as an air conditioner?  It's


 9       because the ground is a constant temperature of 50 to 55


10       degrees year round.  Why is the ground that warm?  It's


11       because the sun heats the earth.


12                 Now I also have 2.4 kW of solar panels.  I


13       installed that two-and-a-half years ago.  The sun shines on


14       my panels, they create and I convert them to electricity.


15       The electricity is used in my house and I sell the excess


16       back to DTE at 11 cents a kilowatt hour, great program.


17                 Geothermal is really the same if you think about


18       it.  The sun heats the ground.  The ground stays at a heated


19       temperature of 55 degrees, and the geothermal uses that heat


20       in the ground.


21                 Now let's talk about the summer when we compare


22       apples to apples, and we talk about geothermal versus an


23       electric air conditioner, electricity to electricity.


24                 The electricity the geothermal is using is only


25       half as much of the electricity in the summer because of the
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 1       heat in the ground, and as we talked earlier saving 50


 2       percent of electricity is better than producing 50 percent


 3       because you lose transmission, you lose in production.


 4                 Rob Dersksen from the Michigan Energy Services


 5       calculated that my four-ton geothermal system will reject


 6       8021 kilowatt hours into the earth.  My 2.4 kW solar panel


 7       produces about 1700 kilowatt hours a year, of which 1400 is


 8       during the summer.  Therefore the geothermal system is


 9       producing about five times the kWh as my solar.


10                 Both systems cost me about 20,000 to install.  Even


11       if you're saying it's only 50 percent versus air conditioning


12       in savings, it's still going to make geothermal far more


13       competitive and far more efficient than a solar.


14                 Therefore, I think that the commission should make


15       geothermal a renewable source similar to solar so that we get


16       paid for converting RECs.  Because I've often asked DTE, can


17       I get paid for my RECs in converting to geothermal?  Because


18       it's really more efficient.


19                 Now the two questions you're going to ask is one,


20       what is the effect on the carbon footprint; and two, how does


21       it affect the utility?  In terms of carbon footprint, DTE


22       made a study seven years ago and found that geothermal is the


23       same or better than natural gas.  That's when we had no wind.


24                 Now that we have 10 percent wind, geothermal will


25       be a far better footprint than gas.
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 1                 Second, in terms of production, any manufacturer


 2       will tell you the best production, most efficient, lowest


 3       cost is to have the same production flat year round.  In the


 4       winter utilities have excess capacity, and geothermal will


 5       add usage so that actually is a benefit for them.  In the


 6       summer geothermal is twice as efficient as an air conditioner


 7       so it's going to lower the capacity.


 8                 So what it will do is flatten the usage which makes


 9       them more efficient to run and lowers utility rates.  So


10       geothermal will help both in the efficiency, it will help in


11       the carbon footprint, it lowers customer's bills which gives


12       them more money to spend and improves the Michigan economy.


13       And my time is up.  Thank you.


14                 MR. JOHN TAYLOR: Thank you for the opportunity to


15       speak.  I didn't come with any prepared remarks, I wasn't


16       even prepared to speak, but I came to listen and learn as


17       much as possible.


18                 But one of the things that really struck me during


19       this conversation was the lack of the sustainability during a


20       lot of these presentations.  And to me what sustainability


21       means is not just looking for the short-term profit or how


22       you can achieve cheap energy for the short term, but how do


23       you have a long term-plan that will be there for our future


24       and for our children's future?


25                 One of the things that I think that sustainability


Page 127


 1       means to me is looking at all the costs, looking at every


 2       different factor, what it's going to cost to produce our


 3       energy.


 4                 And one of the comments that was made earlier is do


 5       we have enough money to buy groceries or to pay the electric


 6       bill?  So another cost that needs to be factored in is the


 7       higher potential for children's asthma medication, or the


 8       higher potential for costs associated with health risks


 9       associated with mercury poisoning.


10                 I think that renewables need to be a focus.  I


11       think we need to be more in line with other states in our


12       area.  And that's basically what I have to say.  Thank you.


13                 MR. MATT ROSENDAUL: Thank you, Commission, for


14       holding these forums.  It feels good to be back on campus, I


15       wish I had a little more time to walk around.  I have my


16       little pin on, I'm an alum, go Broncos.


17                 My name is Matt Rosendaul, and I own the company


18       Great Lakes Home Performance and we conduct home performance


19       analysis.  And it's nice to see that there are some other


20       contractors here talking about the same things, but I'm going


21       to talk about a couple new items.


22                 And the title of my little talk here is Sustainable


23       Energy Optimization Programs Through Market Creation.  And


24       what I'd like to see is energy optimization programs that


25       will target fewer homes with deeper and more durable energy
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 1       savings measures by fostering home performance businesses in


 2       creating a market demand for their services.


 3                 As a result of PA295 and other stimulus programs,


 4       there are dozens of new businesses employing hundreds of home


 5       performance and energy professionals in the state and we


 6       heard several of them here today.


 7                 And one of my concerns with the incentive-based


 8       programs that we have right now is that those businesses are


 9       dealing with a market which is becoming addicted to rebates


10       and incentives.  And what I would like to see is that now


11       that we have created this new industry here in Michigan, I


12       would like to create more market transformation out there to


13       create a poll so that homeowners are more interested in


14       getting those savings.


15                 And so what I'd like to see is the next version of


16       this legislation support this market in the following ways;


17       fund the recruiting, training and equipping of energy


18       efficiency companies and professionals, offer incentives for


19       the contractors who perform high-quality work, continue


20       customer incentives to install improvements but with


21       additional rebates for the contractors as an incentive to


22       sell those improvements, an emphasis on rebates directed to


23       the contractor directly because in most of these programs the


24       homeowner can assign the rebate to be given directly to the


25       contractor, so that it's an extra incentive to help them
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 1       sell.  And I should say all this stuff sounds maybe a little


 2       bit self-serving but I'll also tell you that I don't do any


 3       rebates in my business.  My business -- I work mostly with


 4       new construction, I work a lot in the propane and electric


 5       co-op areas.  So I'm not enrolled in the DTE and Consumers


 6       Energy programs.  I'm maybe on the periphery of some of those


 7       things but I don't actually get any of those things.  But I


 8       think this is the direction it needs to go.


 9                 Also the creation of a system where a customer can


10       pay for a portion of their improvements through the savings


11       that they generate.  And also an increased use of the home


12       energy rating system in real estate transactions, especially


13       greening of the MLS.  And that's already being done in


14       Traverse City actually.  And you can search for a home that


15       has a particular HERS rating score in Traverse City.  And


16       there is actually legislation in Washington right now being


17       proposed that would make that a part of the calculation for


18       home energy mortgage calculations and stuff.


19                 So the outcome of this legislation -- I see my time


20       is up.  The outcome of this legislation needs to be a


21       free-market system where customers demand improvements, they


22       can find qualified contractors, and they can enjoy those


23       savings alone as their incentives.


24                 The outcome for Michigan is not only energy


25       reduction and environmental stewardship, but the creation of
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 1       businesses and jobs and a well-trained workforce.


 2                 Thank you.


 3                 MS. WENDY DENNING: Thank you.  I am Wendy Denning,


 4       I am here speaking on my own behalf.  I had signed up to


 5       speak about wind technology, however Jan from the Sierra Club


 6       has covered all of my points, so I'm going to move on to some


 7       of my other comments.


 8                 I saw Governor Snyder at a presentation he made at


 9       the Kellogg Biological Station in November on energy and


10       resources in Michigan.  At that presentation he said the next


11       worldwide commodity is going to be water.  He said that he


12       could not impress upon us how valuable water is going to be


13       in the future.  Lucky for us Michiganders, water is Pure


14       Michigan's greatest natural resource.


15                 I can concur with Governor Snyder about the


16       importance of fresh water, we need to protect it.  And as a


17       result I am here to speak out against drilling for gas in


18       Michigan.  I understand I only have three to five minutes


19       which is not enough time to even scratch the surface of the


20       dangers of slick water horizontal hydraulic fracturing and I


21       will do my best to briefly defend my objections.


22                 A year ago if I had been asked if I thought


23       drilling for natural gas was a good idea, I would have said


24       heck yeah.  And then last summer I learned about the sale of


25       the mineral rights in the Barry County State Game Area which
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 1       is in my backyard, so I decided I needed to do a little


 2       homework.


 3                 I began my research on Michigan DEQ and DNR


 4       websites.  The websites assured me there have not been any


 5       incidents or accidents as a result of gas drilling in


 6       Michigan, and that it's been going on for over fifty years.


 7                 I expanded my research to other states and


 8       discovered there have been many very serious incidents of


 9       public harm in areas near well sites.  I learned that the


10       information on the DNR and the DEQ's website are extremely


11       elementary and incomplete.  Drilling has been going on


12       without incident in Michigan for over fifty years; however


13       slick water horizontal hydraulic fracturing, or fracking, is


14       only about ten years old, and there are, I believe, not more


15       than fourteen slick water horizontal hydraulic fracturing


16       wells in Michigan.


17                 So the DNR and the DEQ websites are very


18       misleading.  I was shocked and disappointed.  The DEQ and the


19       DNR are the very safety organizations I count on for accurate


20       information regarding the environment.  It's my expectation


21       that the DEQ and the DNR, as well as my electric


22       representative, will learn all that is humanly possible about


23       an issue affecting public health, especially when it's an


24       issue whereby my elected officials will be making decisions


25       that will affect my quality of life.
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 1                 I recognize Michigan's economy stands to gain


 2       enormously from fracking.  It would be one thing if America


 3       needed Michigan's gas, but it doesn't.  There is an article


 4       in Harpers explaining that North Dakota alone has enough oil


 5       to render the U.S. independent from foreign oil.  It also


 6       states there is a glut of gas and oil in America right now.


 7       It's not imperative to America that Michigan's natural gas be


 8       mined.  It is imperative to Michigan that our water be


 9       protected.


10                 I just read an article in the Kalamazoo Gazette


11       about a well in Kalkaska drilled by Encana Corporation where


12       they used over 21 million gallons of Pure Michigan water.


13       That's ludicrous.  And as you know the water used in fracking


14       is contaminated with up to 650 chemicals, many of which are


15       known human carcinogens.


16                 I'd like to know what the state is going to do with


17       these 21 million gallons of poisonous water per frack, and


18       multiple that by thousands of wells the gas companies hope to


19       drill in Michigan.  Where is the water coming from, and where


20       is the poisoned water going?  This at a time when the water


21       levels in Michigan and the inland lakes are at an historic,


22       all-time low.  This is not a good public policy.


23                 In the same article, the Chairman of the Michigan


24       House Committee on Energy and Technology stated that, "after


25       peer reviews of over 200 documents, the EPA failed to find
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 1       one case of underground drinking water contamination from the


 2       fracking process."


 3                 That's a very disturbing statement because other


 4       states indeed have had incidents of drinking water


 5       contamination from fracking.  I'm submitting to you an


 6       indepth study by scientists from Cornell University which


 7       states in the summary, "without complete studies, given the


 8       many apparent adverse impacts on human and animal health, a


 9       ban on shale gas drilling is essential for the protection of


10       human health."


11                 So I'm here to state I think that fracking is a


12       terrible idea in Michigan, and that it's very unsafe, and


13       that I question that our legislators have done their


14       homework.  And when we read on the websites that it is safe,


15       it indicates to me that they indeed have not done their


16       homework and they are obfuscating the truth.  And I think


17       it's a bad idea.  Thank you.


18                 DIRECTOR STEVE BAKKAL: We are going to be kicked


19       out of here fairly soon, but I will try to get the last five


20       speakers in if we can all stay within our time.


21       Unfortunately that doesn't mean everybody will have a chance


22       to speak that was requested, but I do encourage you to submit


23       your comments online.


24                 The next five speakers are Sean Madden, Julia


25       Ludwig, Robert Alway, Jean Whittemore Sharp, and Dr. Paul
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 1       Clements.


 2                 Sean Madden, please come up.


 3                 MR. SEAN MADDEN: First I'd like to thank you today


 4       for holding the hearing today on renewable energy in Michigan


 5       and for giving me the opportunity to give testimony.  That


 6       was a tough one to follow up.


 7                 My name is Sean Madden, I'm a 2004 graduate of


 8       Western Michigan University, and currently I'm employed by


 9       the United Food and Commercial Workers International Union,


10       Local 951 in Grand Rapids, Michigan.  UFCW Local 951


11       represents nearly 30,000 grocery, retail, meat packing and


12       food processing workers in the state.


13                 I'm here today because I believe our ability to


14       create a stronger, more sustainable economy for our state


15       depends on our ability to create and deploy clean energy and


16       to protect our vast natural resources.  Diversifying our


17       energy supply and creating jobs must include renewable


18       electricity, and maintaining and expanding clean energy


19       investments that have already worked to grow the economy.


20       Although clean energy investments will not directly create


21       jobs for UFCW members, increasing clean energy jobs in our


22       communities will have a very positive impact in our


23       neighborhood stores that our members work in.  This increased


24       spending will indirectly result in more and better jobs for


25       our members.
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 1                 I was going to specifically respond to how does


 2       Michigan's renewable requirements compare to other states,


 3       but due to the time constraints I'll keep that very brief.


 4                 Right now Michigan ranks firmly in the middle of


 5       the surrounding states, being Wisconsin, Illinois, Indiana


 6       and Ohio as far as our standards for renewable energy.  We'd


 7       like to see Michigan take the initiative and the lead to lead


 8       these surrounding states in clean energy jobs.


 9                 I think it's important that we double down on the


10       industries of the 21st Century and make for more energy


11       efficient and more competitive economy in the State of


12       Michigan by pursuing these clean energy industries.


13                 I think it's very important that we continue to


14       fight for a better future for our children, our


15       grandchildren, and in my case nieces and nephews.  That means


16       going beyond simply creating jobs, and the need to make sure


17       that these jobs are good jobs as we're protecting the


18       environment.  Following the Rebuilding Green, a report by the


19       Blue-Green Alliance, and the Economic Policy Institute, this


20       examined the success of the Recovery Act, which the report


21       shows nearly one million jobs were saved or created, and this


22       included many green energy jobs.


23                 In agreement with the Blue-Green Alliance, I


24       believe that the better future will be dependent on our


25       ability to create these good jobs while also protecting the
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 1       environment, and those are not two mutually exclusive things.


 2                 Thank you for your time.


 3                 MS. JULIA LUDWIG: I'm Julie Ludwig.  And thank you


 4       Commissioner Quackenbush and Director Bakkal.


 5                 I live in South Haven.  In my work as a nurse I've


 6       been a midwife and Hospice nurse.  And I chose this work


 7       because I wanted to work with the most elemental aspects of


 8       life, birth and death.


 9                 I'm here today because of a version of that same


10       impulse, I want to speak for the most elementary components


11       of our human life, clean water, air, and earth.  The united


12       principle I see is that of an old value of stewardship, which


13       is kind of the opposite of cost benefit analysis, one that


14       goes back to the earliest Biblical times and beyond.  I'm


15       hoping that the main focus of these forums is to discern how


16       we can be better stewards of what we've been given as we meet


17       our energy needs.  We've got a lot of work to do.  So to be


18       clear, I'm here to advocate for maximal exploration and


19       development of clean energy.


20                 A place to start would be to assure that we're


21       using the energy we currently have wisely.  For instance,


22       nearly 30 percent of commercial buildings have no wall


23       insulation, and a quarter of the homes in the state have


24       single-pane windows.  We can assure long-term tax incentives


25       are in place for improved insulation, and thereby use what
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 1       energy we do use more effectively.  Such efforts would


 2       provide jobs and boost our economy.


 3                 One of the things that I wrote down as a specific


 4       recommendation is to look at the passive house concept, not


 5       passive energy solely, but passive house.  It's a concept


 6       that's used in Europe.  About 25 percent of the homes in


 7       Austria are built with this construction.  It's super


 8       insulation, excellent heat energy exchange, clean air, no


 9       furnace, no air conditioner, and you can heat it with a hair


10       dryer or by baking a cake.  So I think that's a great idea to


11       pursue.


12                 We should make sure whatever energy we use does not


13       consume more resources in its production than we get as an


14       end product.  Michigan has wind, so wind energy should be


15       developed.  When people speak about clean coal they act as if


16       it just magically appeared here, nice and clean.  I'm from


17       Kentucky and I can tell you that's not the case.  So we've


18       got to look at the externalized costs of the energy that we


19       use.


20                 Thank you very much.


21                 MR. ROBERT ALWAY: Yes, I'm Robert Alway from


22       Otsego, Michigan.  And I'd like to comment a little bit about


23       my own experiences with solar electric and how that might


24       apply to things in general.


25                 I have in my house some solar panels and these days
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 1       the price of solar electric is dropping rapidly among other


 2       renewable energy costs.  And eventually we're going to get to


 3       the point where a fraction of the renewable energy on the


 4       grid is going to get to a point where we're going to have


 5       more demand for load-balancing capacity, is the term I have


 6       written here.


 7                 Basically my production maximum in my house is


 8       during May and June where we have the longest, sunniest days


 9       of the year; but my use maximum, because I'm decadent and


10       have air conditioning, is in July and August.


11                 By and large it matches the seasonal things but


12       there is a couple month shift there.  And with winds and


13       other things that was pointed out you can kind of blend


14       things for the overall year.


15                 So one of the things that I think we need to do as


16       a state is determine the cost value of load balancing or


17       storage for different time periods, whether it's daily where


18       you have a day and night shift, or higher winds in the


19       afternoon and not enough in the morning, weekly costs so that


20       you can balance it over a longer time period.  And as in my


21       home generation, perhaps seasonal where you generate perhaps


22       more early in the spring, and need more of it later in the


23       summer, what the cost of any kind of load balancing would be.


24                 There are a couple ways to go about that.  One is


25       to encourage renewable energy sources that match electric
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 1       demand patterns, so that you generate more electric during


 2       the day during air conditioning times, or during times when


 3       there is low sunlight and you need power balanced by wind


 4       generation.  That kind of thing, which is probably the most


 5       economical, and whatever incentives you need to balance out


 6       those different types of renewable energies.


 7                 And the other thing is to encourage development of


 8       energy storage mechanisms.  I think it was already pointed


 9       out there is the big Ludington Pumped Storage Plant that was


10       actually designed with base line power plants in mind to


11       adjust for variations in use.  And with many of the


12       renewables you'll have variations in generation that have to


13       be balanced against known use patterns.


14                 Part of this may also have to do with just better


15       weather forecasting as comparing that to how much power is


16       generated either by wind or solar or some other mechanism.


17                 And one other comment unrelated to that, but I


18       noticed going along we had one company earlier that commented


19       that they were moving production to Iowa because the energy


20       there was cheaper, and we had another comment later saying


21       that Iowa is one of the better states with 23 percent


22       renewable energy.  I'm not sure if that's connected or not,


23       but it's an interesting point to compare those two.


24                 Thank you.


25                 DIRECTOR STEVE BAKKAL: Is Jean still here?  Okay.
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 1                 Dr. Paul, come up.


 2                 MR. PAUL CLEMENTS: Thank you, Commissioner and


 3       Director.  Thanks everyone for staying this long.


 4                 My name is Paul Clements, I'm a professor of


 5       political science here at Western Michigan University.  My


 6       comments reenforce previous comments about monetizing


 7       externalities, energy efficiency and climate change.


 8                 Plans for Michigan's energy future need to be


 9       consistent with limiting global warming to 2 degrees celsius.


10       Today Michigan has about 17 tons of carbon dioxide emissions


11       per person.  We need to cut this by more than 80 percent to


12       below three tons per person by 2050, with similar cuts in


13       methane and other greenhouse gases.  Climate change threatens


14       Michigan's Great Lakes, our rivers, the quality of our air,


15       our forest, and our wildlife.  It also threatens agriculture


16       in Michigan, and around the country and the world.  The World


17       Bank says runaway climate change is likely to exceed the


18       adaptive capacities of many developing countries.  The


19       National Research Council reports that states will fail, and


20       when large populations subjected to famine, flood and


21       disease, migrate across international borders, national and


22       international agencies will not have the resources to cope.


23                 The best estimate of global allowances of


24       greenhouse gas emissions to keep global warming under 2


25       degrees celsius, is three tons of carbon dioxide per person
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 1       per year, or its equivalent in other gases by 2050.  That's


 2       37 years away.


 3                 Most energy infrastructure that we build from now


 4       on should last for more than 37 years.  So anything we build


 5       now that cuts our emission portfolio, including energy


 6       efficiency, by less than 80 percent, will require even


 7       greater reductions at greater costs in the future.


 8       Postponing action is a false economy.  It will only make it


 9       more expensive later on, as we have to replace relatively new


10       equipment.


11                 The time for Michigan to move to renewable energy


12       economy is now.


13                 Thank you.


14                 CHAIRMAN QUACKENBUSH: Well thank you.  Thank you


15       all for coming.  I'd like to close the forum out just by


16       saying thank you to all the speakers.  Thank you for the


17       useful insights, data, reports and studies that you cited.  I


18       apologize we weren't able to get to every one today.  This


19       room is going to be used for another event in a few minutes,


20       and the workers need a little bit of time to come in and


21       prepare.


22                 So I'd like to say that for those of you who


23       submitted written comments but didn't get to speak, we have


24       those and we'll post those on the website.  The slides from


25       today will be on our website.  Transcripts from today will be
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 1       on our website in approximately ten days, and please use our


 2       website, Michigan.gov/energy to post future written comments


 3       as well.  It will be open through April 25.


 4                 Thank you very much.  And the next Michigan Public


 5       Forum will be on March 25 in Detroit.  Thank you.


 6                      (Forum concluded at 5:10 p.m.)
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           1                 Kalamazoo, Michigan

           2                 March 18, 2013 - 1:05 p.m.

           3                 DIRECTOR STEVE BAKKAL:  Good afternoon, every one.

           4       Welcome, it's great to be here today.  I am Steve Bakkal from

           5       the Michigan Energy Office, part of the Michigan Economic

           6       Development Corporation.  On behalf of the Chairman of the

           7       Michigan Public Service Commission, Mr. John Quackenbush, and

           8       myself, we would like to welcome you to our forum, Michigan

           9       Energy Public Forum, as we continue our process to ready

          10       Michigan to make good energy decisions.

          11                 As many of you are aware, Governor Snyder gave his

          12       energy and environment address this past December.  And in

          13       his address he laid out the three pillars of a sound energy

          14       policy, that of reliability, affordability and protecting the

          15       environment, all built on a foundation of adaptability.

          16                 And as part of that message the Governor also

          17       discussed about 2013 being the year that we engage with the

          18       public and engage with our legislators to gather facts and

          19       information that are needed to make good energy decisions in

          20       three specific areas that guides much of our energy policy

          21       today; that of energy efficiency, renewable energy, electric

          22       choice, or other additional energies that should be

          23       considered.

          24                 Which brings us to why we're here today.  This past

          25       January we launched the input phase of this process that the
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           1       Governor talked about.  So in addition to these forums, we

           2       also launched a new website at Michigan.gov/energy, where we

           3       posted a number of questions that we're looking for input and

           4       information on.  The website will be open for submissions

           5       until April 25th.

           6                 And when you go to the website, you'll notice a

           7       number of questions in each of those specific topics areas.

           8       Many of them are very technical in nature and asking for

           9       specific information, but generally they can all be

          10       summarized by these two questions.  First, what information

          11       do energy policymakers need to consider in order to make good

          12       energy decisions; or what existing data or studies are out

          13       there that can be utilized by our policymakers.

          14                 What you won't see on the website are questions

          15       that are asking for specific policy recommendations.  We're

          16       not asking you what our targets should be in these specific

          17       areas, or if we should even have targets in these specific

          18       areas.  We're asking for the underlying facts and studies

          19       that are needed by our policymakers to make those

          20       determinations.

          21                 Again this is our fourth public forum.  We have

          22       three more through the end of April.  The format of these

          23       forums will be similar to what we have today.  We'll have a

          24       number of presentations in the first half from some of the

          25       major stakeholders that will attempt to address the questions
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           1       that we've posed on our website from their perspective.  And

           2       then we will dedicate a large portion of the time this

           3       afternoon for public comments as well.

           4                 All the comments today, the complete forums, the

           5       past presentations and today's presentation, are all going to

           6       be available on the website.  We have the assistance of a

           7       court reporter here today so the transcript of the forum

           8       today will be available on the website.

           9                 All the presentations again will be on there.  What

          10       you will notice is none of the presentations are similar from

          11       one event to the other, we've tried to make this as diverse

          12       as possible.

          13                 Also on the website you'll notice there has also

          14       been a number of submissions that are attempting to answer

          15       some of the questions we've posed.  So I encourage you to go

          16       on the website, review those; and if you have better

          17       information that's available, I encourage you to submit that

          18       as well.

          19                 After this input phase concludes at the end of

          20       April, in the May through June time frame, the Chairman and

          21       myself will be beginning to draft our outlines of the report.

          22       We'll start to look at what information that we still didn't

          23       gather through this process and that's missing that we may

          24       need to go out and gather.  We'll start to compile reports in

          25       the July-September time frame.  We'll release a preliminary
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           1       draft of the report in October-November, again making it

           2       available for public comment as well.  And in the

           3       November-December time frame we'll release the report.  And

           4       we anticipate the Governor will use the findings of the

           5       report to develop his own comprehensive energy policy that

           6       he'll announce at the end of the year.

           7                 At this point I'd like to introduce the Chairman of

           8       the Michigan Public Service Commission, Mr. John Quackenbush.

           9       He'll give you some background as it relates to these few

          10       topics areas we're discussing today.  Please join me in

          11       welcoming Mr. Quackenbush to the stage.

          12                 CHAIRMAN JOHN QUACKENBUSH:  Yes, it's great to be

          13       here.  It looks like we have another great turn out.  Thank

          14       you for coming and expressing your interest in Michigan's

          15       energy future.

          16                 What I'd like to do real briefly, and I'm going to

          17       try to keep it brief because I know we're here mostly to

          18       listen to you, and I know we have a lot of interest out there

          19       in speaking today.  But I want to frame the issues a little

          20       bit in the big three areas that we're seeking information on,

          21       and show you what we have so far.

          22                 Starting with energy efficiency.  You can see that

          23       we've had targets since 2009, we've ratcheted the target up

          24       through 2012.  This was all done in the legislative package

          25       of 2008.  And we've beat the target every year.  We have --
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           1       and this is for electricity.  We've ratcheted it up to a one

           2       percent target and we beat it.

           3                 So one of the questions on our plate is where do we

           4       go from here.  We're looking for data report studies that

           5       will support setting a new standard, whether it's higher,

           6       lower, keep it at the same, we're very much interested in

           7       that.

           8                 Next slide is the same information about gas.  We

           9       have gas energy efficiency programs.  Our ultimate target

          10       here for 2012 and beyond is .75 percent.  Again, same kind of

          11       issues, and we have met and beat our targets every year so

          12       far.

          13                 Moving on to renewable energy -- and let me just

          14       mention that all of these charts are on the website,

          15       Michigan.gov/energy, and they're also contained in commission

          16       reports that are filed with the legislature.  We have annual

          17       reports on these three topics.  The Energy Efficiency Report

          18       is due November 30th every year so you can go onto the

          19       Michigan Public Service Commission website and find that

          20       November 30th report.  It has more details than what I just

          21       showed you.

          22                 The Renewable Energy Report here is due February 15

          23       every year, and we just filed a new report.  There is a lot

          24       more details than this one chart.  But as you can see the bar

          25       is progressing upwards as you move to the right.  It shows
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           1       that we're making progress in adding more renewable energy.

           2       We have a 10 percent by 2015 target that we're moving

           3       towards, and we expect to meet.  And we'll be able to take a

           4       look as we get a little bit closer to be able to tell, you

           5       know, how well was that integrated into our grid in Michigan,

           6       and how well it performed.

           7                 And from there, do we want to set a higher standard

           8       for a year beyond 2015, do we want to keep it where it is?

           9       Again we're looking for the data and support for, you know,

          10       how to guide our future.

          11                 Stepping on to electric choice, which is the third

          12       issue.  Again, here is the commission report that's due

          13       February 1 each year.  And this data comes directly from that

          14       report.  The top half shows Consumers Energy statistics, and

          15       the bottom half shows Detroit Edison.

          16                 And what this basically shows is that we have a 10

          17       percent cap on electric choice.  And if we were to just

          18       eliminate that cap overnight, there is demand for customers

          19       to go to 24 percent in the Consumers Energy territory, and 21

          20       percent in the Detroit Edison territory.  Both of those

          21       numbers are shown in the bottom right-hand corner of the

          22       respective tables.

          23                 And so that kind of gives you an idea that

          24       currently there is demand for more electric choice.

          25                 I'll close with a few charts of rates, retail
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           1       rates, that come also from the Electric Choice Report.  As

           2       you can see, if you can follow it, Michigan currently is at

           3       the highest rate, this is for residential customers, on a

           4       statewide average, compared to some of our surrounding

           5       Midwestern states.  If you go all the way back to the year

           6       2000 we were generally towards the top part.  In the middle

           7       of the past decade, we've drifted down to where we were in

           8       the middle range of rates compared to other states, and by

           9       2012, we're back up to where we're at the top.  So we're

          10       investigating why this is.

          11                 We're interested -- and maybe you'll notice some

          12       questions on the website looking for reasons why.  We think

          13       we know some of the reasons.  We're looking for all of them

          14       to get a fuller picture.

          15                 The next chart is similar information, but it's for

          16       industrial rates.  Again, you can see Michigan has been in

          17       the upper half of surrounding states generally, but now, as

          18       of 2012, is right at the top.

          19                 So this is some of the data we're starting with.

          20       We know there is different ways of interpreting data, and

          21       slicing and dicing it.  We're welcoming your comments on it,

          22       and if you have supplemental data, we welcome that as well.

          23                 So let me turn it back over to Steve.

          24                 DIRECTOR STEVE BAKKAL:  Thank you, Mr. Chairman.

          25                 Before we start with our presentations, I just
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           1       wanted to go through our agenda for the day.  Again we'll

           2       have nine presentations today from some of the major

           3       stakeholders groups, some companies that are in this area

           4       that are going to attempt to answer some of the questions

           5       we've posed from their perspective.  We'll be taking a short

           6       break after that and then coming back for public comments.

           7                 For today's schedule we are ending at 5.  We just

           8       learned that we can't stay past 5.  I know some of the

           9       previous events we were able to stay past 5 and let every one

          10       that wanted to speak to speak.  I understand today we already

          11       had 40 requests to speak which we should be able to get

          12       through if everybody stays on time.

          13                 Before I introduce our first speaker, I do want to

          14       acknowledge we do have Representative Nesbitt here with us,

          15       Chairman of the House Energy and Technology Committee.  I

          16       understand he does want to say a few words.  Please welcome

          17       him.

          18                 REPRESENTATIVE NESBITT:  Thanks.  I just want to

          19       thank John and Steve for coming down here to Kalamazoo and

          20       Southwest Michigan and for the participation of all of you

          21       folks as we develop policies at the state level.  I'm Chair

          22       of the House Energy and Technology Committee this term.  I

          23       represent part of Kalamazoo County, all of Van Buren County.

          24                 It's good to see the interest.  You look at

          25       Southwest Michigan and you look at the energy assets that we
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           1       have between nuclear power plants, between the natural gas

           2       powers plants.  We actually just have a new landfill that's

           3       an energy plant, an energy plant that's going online very

           4       soon that was part of the RPS standard before.  I know in

           5       terms of the assets that we have here it is extremely

           6       important along with the transmission lines.  We have both

           7       RTOs, or Regional Transmission Operators both in the PJM

           8       market and MISO market and so how that figures in in terms of

           9       the rates.

          10                 I also want to make sure you know that on the House

          11       Energy and Tech Committee over the next several months we're

          12       going to be going over our own review up in Lansing working

          13       through the issues, a lot of the issues that you've mentioned

          14       in terms of energy optimization, renewable performance

          15       standard, (inaudible) generation, along with the retail

          16       access debate that's going on.  Along with many others in

          17       terms of trying to find ways to make affordable, accessible,

          18       competitively priced energy here in Michigan.  And trying to

          19       provide that preview.

          20                 One of the reminders in terms of term limits in the

          21       state legislature that when the 2008 Energy Bill passed,

          22       there isn't one member on the Energy and Tech Committee that

          23       was around during that passage.  We have Ken Sikkema and I

          24       know he has a real history with some of the energy policies

          25       in this state.  But in this era of term limits I think it's
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           1       important to go through an educational process.  And what you

           2       guys are doing in terms of gathering I applaud that.

           3                 I'd like to leave you with just a report that we

           4       issued in the Energy and Technology Committee last term on

           5       natural gas.  We went through -- it's a 24-page report that

           6       the House Energy and Tech Committee put together on natural

           7       gas, both from the production end, the state transmission, in

           8       terms of the sales and what it means here in Michigan.

           9                 It also provides a few recommendations in terms of

          10       providing (inaudible) recovery here in the state, carbon

          11       capture technology, along with expanding natural gas access

          12       to save consumers costs at the home, along with ideas on

          13       energy optimization.

          14                 So along with that I'd like to leave the reports

          15       there.  Also there will be some copies in the back as people

          16       wish to see them.

          17                 So thank you, welcome to Kalamazoo, go Broncos.

          18                 DIRECTOR STEVE BAKKAL:  Thank you, Mr. Chairman.

          19                 At this point if there is any other members of the

          20       legislature that are here that would like to say a few words

          21       before we begin?  No?

          22                 Okay, with that I'd like to introduce our first

          23       speaker, Mr. Paul Chodak, President and COO of Indiana

          24       Michigan Power Company.

          25                 Please join me in welcoming Paul to the stage.
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           1                 MR. PAUL CHODAK:  Well good afternoon, and thank

           2       you all for the opportunity to be able to speak with you.

           3       I'm Paul Chodak, I'm President and Chief Operating Office of

           4       Indiana Michigan Power.

           5                 Indiana Michigan Power, just to kind of ground you

           6       in who we are, we are a vertically integrated traditional

           7       utility, we have 128,000 customers.  You can see our

           8       footprint there on the right in Southwestern Michigan.

           9                 And when I say traditional vertically integrated

          10       utility that means we own power plants where we generate

          11       power for our customers; we have transmission lines over

          12       which we take power from the power plants and transmit it to

          13       the local area; and then we have a distribution network where

          14       we provide our actual customer sources.

          15                 We're also a traditional utility in another way,

          16       and that is that we know very well what our job is.  It's

          17       pretty straightforward.  Safe, reliable, as low of cost power

          18       as we can to our customers day in and day out.  And we try to

          19       do that in a way that is compatible with the way our local

          20       communities want to be served, albeit what kind of energy

          21       sources they want, and also we want to make sure we're good

          22       community folks in terms of being responsible to

          23       environmental requirements.

          24                 We have an obligation that we feel pretty deeply

          25       about serving our customers.  And I would like to kind of
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           1       point you to that graph there, in the bottom left-hand

           2       corner, and I'll just orient you.  The bottom line is

           3       basically Indiana Michigan Power's average rates.  These are

           4       retail residential rates.

           5                 And the two lines above it are the challenging line

           6       that the Chairman talked to earlier around increasing

           7       Michigan rates, and there is U.S. average rates.  You can see

           8       Michigan rates historically, that's 2001 through 2012 have

           9       been pretty close to U.S. average rates.  And then we've seen

          10       a trend upward here recently.

          11                 And what I can tell you is that our ability to

          12       provide that lower blue line has been in large part driven by

          13       our ability to make large scale investments in a relatively

          14       low-risk profile.  And that low risk profile is provided by

          15       the fact that we have our customers, we know we have the

          16       obligation to serve our customers the best we can, and we

          17       know we're going to have those customers for some time to

          18       come.

          19                 When you think about the utility industry, you need

          20       to be thinking about billion dollar kinds of investments that

          21       take 20, 30, 40 years to recover.  And it takes that kind of

          22       time line and that kind of stability to do that because in

          23       the '70s and '80s when we built our two 13,000 megawatt coal

          24       units, and in the late '70s when we built our two nuclear

          25       units here in Berrien County, we were able to invest those
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           1       dollars because we had a stable customer base, and we knew

           2       over the long haul that we could provide low cost power and

           3       make a reasonable return on investment.

           4                 Making that right decision each step of the way,

           5       over the years, is what enables you to provide that longer

           6       term performance.  And if that curve were to go back, if we

           7       were to take the data and go back the other way, you would

           8       see that our customers have done very well with regulated

           9       rates.

          10                 So what are some of the right decisions I'm talking

          11       about?  One of them is around making retrofits and

          12       environmental retrofits.  From 1990 through 2008, AEP spent

          13       roughly 7 billion dollars on environmental retrofits across

          14       our fleet.  With that we were able to reduce our SO2

          15       emissions by 80 percent and our emOx emissions by about the

          16       same percentage.

          17                 So now we've reduced our emissions by about 80

          18       percent and we have additional environmental regulations that

          19       are coming our way.  If you looked at the way the MATS

          20       compliance originally was rolled out, it would have cost

          21       another 7 billion dollars, in a much shorter, roughly

          22       eight-year time frame, to achieve incrementally another 10 to

          23       15 percent removal.

          24                 So if you think about the cost effectiveness, 80

          25       percent reduction by this amount of cost, and then we're
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           1       going to have to get that much cost again, we're only going

           2       to get this much reduction (indicating).  So trying to make

           3       the right decisions around making sure we're protecting the

           4       environment, but I'm also thinking about the customers who

           5       are on fixed incomes, who are trying to decide, do I buy meat

           6       this month or do I pay my electric bill?  And trying to keep

           7       those two things in balance, that's our job.

           8                 Some recent successes in that regards.  We were

           9       looking at retrofits on our Rockport units that would have

          10       cost 1.4 billion dollars per unit.  That's a huge amount of

          11       money.  We're probably about a 3 billion dollar company.  So

          12       that would have been a 2.8 billion dollar investment, which

          13       was the most cost effective way at the time, of additional

          14       cost without generating additional megawatt hour around

          15       environmental improvements.  Because we were concerned about

          16       the rate impact to our customers of doing that, we continued

          17       to look at technology, continued to look at different

          18       technologies.

          19                 And we were able to identify a lower cost

          20       technology, a technology that will cost roughly one-fifth of

          21       what it was going to cost for that retrofit, and we'll still

          22       able to comply with all the environmental regulations at

          23       those Rockport units.

          24                 So those are the kinds of long-term decisions that

          25       if you have a stable customer base, and you know that you're

                     O'Brien & Bails Court Reporting and Video - 1.800.878.8750

                                         17
�




           1       going to be able to serve them over the longer term, you can

           2       make the right decisions.  So you can deliver that

           3       year-after-year performance where you keep the rates

           4       relatively low.

           5                 So, you know, the Chairman mentioned multiple

           6       questions around the website, and we will provide written

           7       responses to those, but I wanted to just kind of talk to one

           8       of those questions.  And that's really the question around

           9       choice and the impact of choice for us as a utility.

          10                 You know, U.S. retail rates have gone up pretty

          11       significantly from 2000 to 2008.  They flattened out

          12       somewhere around 2008 until now.  That's really been driven

          13       by natural gas prices.  But what we've seen is states that

          14       have deregulated have not really seen any reduction in rate

          15       increase relative to states that are regulated.

          16                 So if you believe the premise that folks

          17       essentially regulated -- and typically it was the higher cost

          18       states deregulated in an attempt to mitigate that and bring

          19       the rates down to where the regulated states were, the rest

          20       of the states were, that mission really hasn't occurred.

          21                 And what we've seen is, you know, the development

          22       of the wholesale market in the regional transmission

          23       organizations.  We've seen this need for new investments.

          24       I've talked about the billions of dollars my company has

          25       invested, and we've done that with relatively flat kilowatt
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           1       hour sales.

           2                 And we're a pretty simple business when you try to

           3       figure out where out costs are.  You take our investments and

           4       divide it by kilowatt hour sales, and you can see the things

           5       that drive rates.  If we're having to invest more dollars,

           6       and the denominator is flat in that equation, our cents per

           7       kilowatt hours go up.

           8                 And if we look at where we're going, we're going to

           9       have tens of gigawatts of retirement of generation assets

          10       going forward in terms of compliance with new environmental

          11       regulations.  If you go to the government estimates, they're

          12       saying between 1.8 to 2 trillion dollars of investments in

          13       the U.S. utility industry.  If you're trying to make those

          14       kinds of investments, absent a stable customer base, a stable

          15       load base, it's a very difficult proposition to do.

          16                 As you can imagine, AEP fights with just about

          17       everybody else in the commercial markets trying to get

          18       capital to invest.  And fundamentally utilities take large

          19       amounts of capital, billions of dollars, and borrow about

          20       half of that, and they put it to work for customers.  And

          21       they're able to do that very cost effectively because

          22       traditionally it has been a low-risk industry.

          23                 The challenge with choice cap is if you remove that

          24       choice cap, then you don't have a set load.  And that load

          25       can leave as customers choose to go chase another lower cost

                     O'Brien & Bails Court Reporting and Video - 1.800.878.8750

                                         19
�




           1       entity.  And remember prices do this, right (indicating) on

           2       commodity market pricing?  You want to look at natural gas

           3       prices, they're roughly 10, $12 per million BTU in 2008,

           4       today they're $2 to $3 a million BTU.  And there is a good

           5       chance they could go back up again.

           6                 And the point is as customers migrate from a

           7       regulated, or from a traditional utility, and take that

           8       choice, the remaining cost structure then goes to the

           9       customers that remain.  And then you kind of have the spiral

          10       where again that kilowatt hours sales denominator starts

          11       decreasing, the cost remains the same, so the costs go up,

          12       and more customers switch and you can see that very quickly

          13       you have a pretty unstable situation.

          14                 That was recognized back in the 2006-2007 time

          15       frame.  And there was a recognition that if we're going to

          16       have people invest dollars into this state, you need to

          17       provide some sort of stability.  And that's where our

          18       customer quick choice cap comes in.  So that enables the

          19       utility to go out and borrow those dollars, borrow them at

          20       low cost because they're a relatively low risk entity.  That

          21       cost savings gets passed right onto the customer.

          22                 And I guess what I would tell you today is that

          23       that is working.  If you look at the states like New Jersey

          24       and Maryland, and I'm sure others will talk about this later

          25       on today, there are mechanisms where they've had to go out
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           1       into the industry and inject things into the market, and not

           2       necessarily very cost effective.

           3                 So I guess I would tell you that fundamentally,

           4       Public Act 286 is working.  The example I would point you to

           5       is our Cook Power Plant, 2200 megawatts of some of the lowest

           6       cost power generation that's out there.  We're able to invest

           7       1.2 billion dollars over the next six years to continue and

           8       extend the life of that plant by 20 years.

           9                 Absent Public Act 286 and absent the cap on choice,

          10       I don't know that I would be able to make that investment

          11       today because I don't know that I would have the certainty of

          12       having the load that I'm going to take over the next 20 years

          13       to recover those costs.

          14                 Thank you for your time this afternoon.

          15                 DIRECTOR STEVE BAKKAL:  Thank you, Paul.

          16                 Our next presenter is Mr. Gerhard Goss, Director of

          17       Administration & Controlling at J. Rettenmaier USA.  Please

          18       join me in welcoming Gerhard to the stage.

          19                 MR. GERHARD GOSS:  Good afternoon.  Chairman

          20       Quackenbush, Director Bakkal, thank you for having me.  It's

          21       an honor to help in this process.

          22                 Energy is a pretty complex subject for me.  I just

          23       recently had the chance to look into that more.  And I would

          24       like to share with you today in this process where we are in

          25       this proper forum, energy, electricity from the eyes of a
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           1       Michigan manufacturer.

           2                 I would like to stay with the ground rules as you

           3       said earlier, and not go too much into political, technical

           4       moves and recommendations.  And I hope I achieve that by

           5       showing you some facts about our issues and the businesses.

           6                 There is something in there which shouldn't be

           7       there but I hope you can see that anyway.

           8                 First of all I would like to share with you that

           9       electric is a pretty major component of our calculations.

          10       It's pretty unusual what I'm doing today because I share with

          11       you some internal numbers, which we normally don't disclose

          12       in order to prevent that competitors learn about our business

          13       too much and can hurt us in the market.  Nevertheless, I

          14       think it's very important and I tried to address some of

          15       the issues.

          16                 First of all I think that out-of-state electricity

          17       is only available to Michigan utilities.  We cannot buy

          18       directly from alternate energy suppliers; but the Michigan

          19       utilities, as far as I understand, are buying wholesale out

          20       of state already.  From my point of view, they are about 100

          21       percent constrained because 10 percent cap means, from our

          22       point of view, 90 percent is regulated.

          23                 But that is related to the energy volume, not

          24       really to the number of customers.  If I apply this logic,

          25       then I come to the conclusion that significantly more than 90

                     O'Brien & Bails Court Reporting and Video - 1.800.878.8750

                                         22
�




           1       percent of Michigan's economy is kept away from out-of-state

           2       competitive energy.

           3                 Another interesting factor is what we see, and I

           4       use the harsh word suffer from, is that we cannot even, in

           5       Michigan, choose the utility provider for electricity which

           6       are Michigan companies.  They have set territories which is

           7       blocking us to freely decide from which Michigan utility we

           8       purchase electricity.

           9                 Overall we see several electricity user types from

          10       residential, municipalities, school, commercial and

          11       manufacturing, which is typically referred to as industry.

          12       And with the exception of the residential, I don't think that

          13       jobs are created there.  But if you look at the assets, it's

          14       an interesting situation.

          15                 Residential users of electricity have building

          16       assets; municipalities have the infrastructure which they

          17       provide to the community and buildings; schools add office

          18       furniture to that; commercial is buildings and their

          19       inventory; and manufacturing has all of that, plus equipment.

          20                 What does it now mean?  From my point of view it

          21       means that assets create property taxes.  That means

          22       typically, in general terms, manufacturing has the highest,

          23       generates the highest amount of property taxes; while they

          24       also, based on the fact they have equipment, typically seem

          25       to have the highest electric usage.
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           1                 In essence that means to a capitalistically-run

           2       company, that when electricity costs are high, they absorb a

           3       lot of cash, which could be available for additional assets.

           4       And therefore high electricity costs ultimately affect a

           5       generation of property taxes.

           6                 If we look at the industrial segment of these

           7       typical users, we see that there are plants that are only in

           8       Michigan, others are in Michigan and other states, other

           9       state's plants, then we have companies that are located out

          10       of state only, but they are interested in coming to the

          11       state, whereas others are just simply not interested in the

          12       moment.

          13                 But the ultimate question at the end is where will

          14       the next investment go.  That brings me now to our company,

          15       J. Rettenmaier USA LP.  A German investor came to the United

          16       States in about 1997 and invested in a manufacturing site

          17       which makes natural fibers and functional fillers from

          18       renewable resources, and built this business since that time

          19       to 130 jobs in Michigan, while they also added a plant in

          20       Iowa in 2003, which has now about 15 jobs in Iowa.

          21                 Now why do I tell you all that, what's the relation

          22       to energy?  We have a unique situation that we have three

          23       plants and all of these plants are in a different territory

          24       of a utility.

          25                 In 2012, our company saw in its headquarter
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           1       territory from AEP, Indiana Michigan Power, an average

           2       kilowatt hour price of 7.1 cents; Portage Michigan, Consumers

           3       Energy territory, 11.2; whereas in Iowa, Allian Energy as the

           4       utility has an average cost of 5.7 cents a kilowatt hour.

           5                 If I take this Iowa rate and apply it to the usage

           6       in the Schoolcraft and Portage plants, the two Michigan

           7       plants, we would have had a saving of 1 million dollars last

           8       year.  Where will our next investment go?

           9                 We also try with the limited information we have

          10       available to figure out what our competitors' electricity

          11       costs are.  And I looked at the U.S. Energy Information

          12       Administration Data, and saw for the locations where our

          13       competitors are there are certain costs and compared that

          14       obviously to our price in Portage and Schoolcraft.  And I

          15       find a weighted average of 8.1 cents per kilowatt hour in

          16       Michigan.

          17                 I see also, and I did not want to delete that fact,

          18       I saw New York where one of our competitors is, has a rate of

          19       15.5.  Why is this company not moving here to Michigan?

          20                 But actually I found also that Niagra County Center

          21       for Economic Development is posting on their website that

          22       they have the cheapest electricity in the nation, and

          23       companies of all sizes have access to that if they just sign

          24       up with a certain program that they offer.

          25                 All that means to me that this 15.5 cents per
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           1       kilowatt hour is not a data point which I would like to use

           2       or recommend using in a comparison at all.

           3                 Overall I come to the conclusion that we have a

           4       significant competitive disadvantage in Michigan.

           5                 If I look at the history when our company came to

           6       the United States and started production in 2000, that was

           7       just when the market opened, I understand, to competitive

           8       energy.  AEP offered us a rate of 4.5 cents, which was, I

           9       think a very competitive, attractive rate, which also

          10       motivated our investor, our company to come here.  And that

          11       rate stayed stable until 2008.

          12                 I understand that in 2008, the law changed in

          13       Michigan, and the cap was introduced.  Since that time we see

          14       year after year rate increases.  Last year up to 7.1 cents a

          15       kilowatt hour.  The first two months in 2013 the average of

          16       these two months is 8.2.  So the increase continued.  There

          17       seems to be no end.

          18                 So far in the last four years we had a 60 percent

          19       cost increase which probably affects many other companies,

          20       not only us.

          21                 But I referred to earlier that we don't -- we find

          22       ourselves in a position that we can't freely choose from

          23       other Michigan utilities.  Our plant in Portage, not far from

          24       here, didn't see a lot of increases in the last couple of

          25       years, only 4.3 percent from 2010 to now, but it's an
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           1       extremely high and uncompetitive level from 10 cents a

           2       kilowatt hour up to 11.2.

           3                 You can feel like I probably feel that we would

           4       love to buy from AEP in Portage, but their territory doesn't

           5       allow it.

           6                 What did we do?  We contacted an alternate energy

           7       supplier.  We put ourselves in the so-called queue, so where

           8       we are now waiting like 10,500 other companies.  What would

           9       it have done for us if the cap would have opened up?  We

          10       would have saved last year 35 percent.

          11                 These extreme electricity costs are putting jobs at

          12       this plant at risk.  What can a company now do in order to

          13       control energy costs, electricity costs?  I think our basis

          14       is based on a simple mathematical equation, consumption times

          15       rate equals cost.

          16                 We started out with a pretty sophisticated energy

          17       efficient process, engineering did what they could to keep

          18       the consumption down.  The use is also generated by the

          19       equipment.  We tried to keep our equipment as efficient as

          20       possible, run 24-hours operation for off-peak utilization.

          21       We manage motor starts to control the peak demands to keep

          22       demand charges low.  Install capacitor banks to reduce power

          23       factors or take advantage of power factor optimization,

          24       etcetera.

          25                 But the rate, the tariff change we can't do because
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           1       purchasing of energy is done in the following way; the

           2       manufacturer is hooking up, consumes electricity, and the

           3       accounting department just pays the bill and files the

           4       invoice away.

           5                 Purchasing is absolutely not involved.  There is no

           6       negotiation that can take place, there is no interaction.

           7       Tariffs are setting the price that we have to pay.

           8                 The Public Service Commission has interaction with

           9       the utilities.  And with a little bit of smile on my face I

          10       have to say you are our purchasing agent.  But unfortunately

          11       it was the first time today that I met the commissioner, he

          12       never talked to our purchasing arm.

          13                 Lifting the cap means a lot of things.  Electricity

          14       savings will turn into investments.  Rettenmaier facilities

          15       would have saved $400,000 last year.  10,500 companies in

          16       Michigan are waiting together with us.

          17                 Businesses are migrating out of state.  That can be

          18       slowed down.  Rettenmaier unfortunately had to move some of

          19       its production already to Iowa.

          20                 New businesses will be attracted to Michigan if the

          21       cap would be lifted.  What a great opportunity for us.  Tax

          22       base would grow.  Rettenmaier will pay its share, no problem.

          23       Positive tax revenues will go up, budget impact will be

          24       impacted.  Jobs will be maintained.

          25                 The funny thing is also more electricity will be
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           1       needed because more investment will be done in equipment.  We

           2       have no concern with that.  We will pay it if the price for

           3       electricity is competitive, and the utilities were allowed to

           4       sell more.

           5                 In conclusion, a simple question, can Michigan

           6       increase electricity prices in other states?  I don't think

           7       so.  Therefore I think we have no other choice but to face

           8       competition.

           9                 One answer might be to allow competition -- it

          10       might be allowing competition that the electricity market can

          11       regulate itself, supply and demand.

          12                 I would like to reemphasize that we support the

          13       Governor's decision-making process here, and our company is

          14       not alone.  More than 10,500 companies are waiting in the

          15       queue.  If these companies on average would only have half of

          16       the staff which we have, that represents 700,000 jobs.  If

          17       I'm 50 percent off, it's 350,000 jobs, still a staggering

          18       number.  And without any doubt from me, all that represents a

          19       large portion of our state's economy in the future, and all

          20       these deserve affordable energy; which is, funny enough also

          21       in the lower part of the banner for this event which has the

          22       word affordable in there.

          23                 Thank you very much.

          24                 DIRECTOR STEVE BAKKAL:  Thank you, Gerhard.

          25                 Our next presenter is Jill Burnett, Marketing
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           1       Director from THAW, The Heat and Warmth Fund.  Please join me

           2       in welcoming her.

           3                 MS. JILL BURNETT:  Thank you, Director Bakkal and

           4       Chairman Quackenbush, for the opportunity to present here

           5       today.

           6                 My name is Jill Burnett, I'm the market director at

           7       the Heat and Warmth Fund, and I'm speaking today on behalf of

           8       our CEO Susan Shara who is attending the Governor's economic

           9       summit in Detroit today.  So that being said, I didn't know

          10       that I would be here until Friday afternoon, so I will be

          11       using my notes.

          12                 THAW has been around for 27 years, we're a

          13       statewide organization and we provide energy assistance to

          14       Michigan residents in need.  We are here today to remind

          15       stakeholders of the challenges faced by the low-income

          16       population with regard to energy affordability.

          17                 We believe there is tremendous opportunity to

          18       inspire accountability and energy efficiency among low-income

          19       energy users.

          20                 Energy is an essential commodity and we use it

          21       before we buy it.  Not only that, we really don't even know

          22       how much we use before we buy it.  We heat our home, turn on

          23       our lights, watch TV, take hot showers, wash clothes, then

          24       the energy bill shows up a month later.  One lump sum.  In

          25       the winter months, that bill can be large.
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           1                 Many people in our state cannot afford the energy

           2       they consume.  And the policy and regulatory infrastructure

           3       authorize a system that allows a person without resources to

           4       go into debt quickly.

           5                 Reform is needed.  Charity cannot be the only

           6       option.  We need to make changes that will inspire and drive

           7       new behavior.  We need to meet the customer where they are,

           8       give them choices, support and tools that will help them

           9       become more efficient and more able to pay for the energy

          10       they use.

          11                 We believe that all households have the potential

          12       to use less energy.  And that those in need will make a

          13       greater contribution if they have a better understanding of

          14       what energy costs, how much they use, and how they could use

          15       less of it.

          16                 The current system does not inspire that potential.

          17       We want to build a system that intervenes before arrears are

          18       unmanageable.  For example, a system geared towards

          19       prepayment rather than debt collection.

          20                 So what does a winning system look like?  In the

          21       new system we are suggesting that the customer is helped

          22       before they reach crisis, they are helped at the first sign

          23       of trouble.  The assistance will come in smaller amounts and

          24       be coupled with payments from the customer.  I'm going to

          25       give you an illustration here and please note on the chart
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           1       that follows we made some assumptions, that utility rates and

           2       light-heat payments will remain at a constant level.  Someone

           3       laughed.

           4                 On average a low-income Michigan customer has an

           5       annual energy bill of $2500.  The customer is paying about

           6       900 and getting 600 in LIHEAP, which leaves a gap of a

           7       thousand dollars.  That gap is often covered by agencies like

           8       THAW which are funded in part by the taxpayer.

           9                 But we believe behavioral and structural changes

          10       could lower low-income household consumption by 10 percent.

          11       And with a more flexible transaction model, could increase

          12       customer payment from $900 a year to $1,000 a year, that's

          13       less than $10 more per month.  So they use less but pay more

          14       for what they do use.  Longer term, we hope consumption can

          15       be reduced by 15 percent and the customer will pay $1100

          16       annually.

          17                 Decreasing energy use and stimulating customer

          18       payment will result in a 58 percent reduction in state energy

          19       assistance.  Which means if the funding remains the same,

          20       THAW would have the resources to help many more people who

          21       are in need.

          22                 To achieve this, THAW has launched an innovation

          23       incubator called Michigan Home Energy Solutions.  Through

          24       this in collaboration with our partners we are activating

          25       several initiatives over the next three years that will help

                     O'Brien & Bails Court Reporting and Video - 1.800.878.8750

                                         32
�




           1       us test and develop our future programs.

           2                 Our public-private partnerships allow us to

           3       innovate the work we do.  Our ongoing partnership with DTE

           4       was the launching pad for our mobile processing.  The DTE

           5       Neighborhood Energy Center and the more recent Care

           6       Management Pilot are great examples of us working with DTE to

           7       understand the paying points and the potential of low-income

           8       customers.

           9                 A year ago THAW entered a public-private

          10       partnership with Consumers Energy, DHS and CLEAResults.  We

          11       work with IDEO, a global product design firm best known for

          12       the invention of the Apple mouse, to do a behavioral study of

          13       low-income customers in Flint.

          14                 From that study we identified a set of guiding

          15       principles that have led us to the next step; meet the

          16       low-income customer where they are, give them control, enable

          17       quick wins.  These are the principles for the foundation of

          18       our Clear Control Pilot.

          19                 Today utility billing and payment systems work for

          20       the middle income, but is a poor fit for the financial

          21       realities of customers who struggle to pay their utility

          22       bills.  The Clear Control Pilot will test a completely

          23       redesigned billing and payment system that addresses the

          24       unique needs of the low-income customers.  It will feature

          25       frequent billing cycle, pay-as-you-go option, daily
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           1       consumption which is communicated to the customer, text

           2       messages alerts informing them how many days of energy they

           3       have left, quick access to small amounts of pre-approved aid,

           4       the elimination of arrears buildup.  Subsequent iterations of

           5       Clear Control will be through technology such as prepaid

           6       kiosks and a phone app to allow THAW and our utility partners

           7       to scale this initiative to thousands of low-income customers

           8       in need.

           9                 Reform, as we define it, enables agencies like THAW

          10       to move from being a charitable giving organization to a

          11       practical social innovator developing and providing real

          12       world solutions to Michigan utilities while equipping the

          13       low-income energy customer to pay for the energy they use.

          14                 As new policy is developed we ask stakeholders to

          15       consider the challenges of the low-income population with

          16       regard to energy affordability.  We believe there is

          17       tremendous potential to reach them before they enter crisis,

          18       to inspire greater accountability, and also an opportunity to

          19       extend our reach to more households in need.  We are on a

          20       path to make a difference.

          21                 Thank you for this opportunity to share our vision.

          22                 DIRECTOR STEVE BAKKAL:  Thank you, Jill.

          23                 Our next presenter is Nick Occhipinti, Director of

          24       Policy and Community Activism, representing the West Michigan

          25       Environmental Action Council.
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           1                 Please join me in welcoming Nick to the stage.

           2                 MR. NICHOLAS OCCHIPINTI:  Thank you so much.

           3                 My name is Nick Occhipinti.  I'm the policy

           4       director at the West Michigan Environmental Action Council.

           5       WMEAC is a 501(c)(3), nonprofit based organization in Grand

           6       Rapids focused on sustainable communities and protecting

           7       water resources.  We've been around since 1968.

           8                 I'd like to thank the Director and Chairman and

           9       Governor for doing this.  This is a great opportunity to have

          10       a statewide conversation and we look forward to the plan.

          11                 I'm going to talk about controlling costs and

          12       minimizing risks.  I'm going to highlight some Michigan

          13       initiatives, and then look at some state policy tool

          14       databases to address some of the questions that were asked by

          15       the Commission.

          16                 I'd like to start off with this quote because it

          17       shows the unifying opportunity behind energy efficiency from

          18       the U.S. Chamber of Commerce, "The best source of new energy

          19       is the energy we can save every day.  We must expand the

          20       suite of voluntary programs, mandates and fiscal incentives

          21       for greater benefits of energy efficiency."  We sent this to

          22       the Congress and the President.

          23                 Now what would interest a group like the U.S.

          24       Chamber of Commerce so much in energy efficiency?  I think we

          25       can answer that in this next slide.  I've got circled there
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           1       the costs in Michigan for renewal -- for energy efficiency,

           2       $20 per megawatt hour, the cheapest, cleanest and most

           3       quickly-deployed source of load matching energy available to

           4       Michiganders.

           5                 Also note there the Public Service Commission

           6       levelized cost of renewable energy at $82 per megawatt hour.

           7       That's following a downward trend.  So we're getting to a

           8       point where renewable energy is really cost competitive.

           9                 The City of Holland signed a green contract for

          10       about $45 per megawatt hour for the first ten years.  And

          11       it's a super exciting opportunity here.

          12                 The second piece of this is minimizing risk in

          13       price volatility.  You know, a couple -- well last March,

          14       2012, we saw natural gas bottom out at 2.25 per thousand

          15       cubic feet.  That's pretty low.  But it was just a few years

          16       ago that it was 10.79 per thousand cubic feet.  That's a 400

          17       percent drop in just a few years.

          18                 The point is that we need to expect price

          19       volatility.  Natural gas is low now, we don't know where it's

          20       going.  We can project, we can predict.  I read an article

          21       over the weekend, Declining Storage Boosts Natural Gas

          22       Prices.  It's a market place, it moves all over the place.

          23                 Same thing with coal.  This is the real price over

          24       the last 50 years.  This is from the EIA.  The point here is

          25       pretty simple, diversify the portfolio with low marginal cost
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           1       clean energy and energy efficiency.

           2                 A third point I'd like to talk about is one that's

           3       a little more technical, but it's very important.  That's, we

           4       got to look at monetizing externalities.  To find the real

           5       cost of energy we have to do this.  Until we do that, we're

           6       producing and consuming energy inefficiently.  We haven't hit

           7       the optimal market price.

           8                 There is a graph here from grad school.  It's the

           9       economic proof of this concept.  I'm not going to go through

          10       that, but it's real.

          11                 So to monetize the true costs, we're looking at

          12       over a billion dollars annually in Michigan.  What am I

          13       talking about with externalities?  This is a study prepared

          14       by the Environmental Health and Engineering Firm.  And

          15       annually in Michigan we have 1.5 billion dollars of public

          16       health impacts from the top nine coal plants.  That's just

          17       public health impacts.  It's not -- it doesn't include other

          18       natural resource impacts, and other externalities that really

          19       should be factored into the real cost of energy.  You know,

          20       this comes in the form of premature mortality,

          21       cardiovascular, hospital admissions, asthma, restrictive

          22       child activity days.

          23                 Now if we're real about this, and if you put on

          24       your econ hat, externalities are a yearly billion dollar

          25       subsidy for Michiganders to ratepayers.
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           1                 So what's one way we can start to monetize

           2       externalities here?  Well we can look at integrative resource

           3       planning, and expanding that and making it more robust.  That

           4       would include a valuation of externalities.  We could add

           5       regulatory and pollution cost control to that process.  And

           6       all of those energy generation decisions should compete

           7       against energy optimization.

           8                 You're thinking, oh, it's impossible to monitor

           9       those externalities, he's kind of out there.  I would argue

          10       it's not.  It's difficult, yes, but the Holland Board of

          11       Public Works actually did it last year here in Michigan.

          12       They had a community stakeholder process that they called

          13       Sustainable Return on Investments.  They hired an economist

          14       to come in and facilitate that.  They did, it's basically a

          15       cost-benefits analysis that includes the social return on

          16       investment that monetizes the external costs and benefits for

          17       the community.

          18                 And sure enough, this is published online, we have

          19       seven scenarios, A through G.  The green represents the

          20       social return on investments, the benefit.  The blue is the

          21       direct financial cost, you can check that out online.

          22                 So another cool thing came out of this Holland

          23       energy planning process.  The more time and thought given to

          24       energy generation and energy community planning, community

          25       participation emerged, creativity emerged.
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           1                 Let me give you some examples.  So they came out

           2       with seven task forces around designing and implementing a

           3       plan in Holland that included a retrofit task force, a

           4       labeling task force, education outreach and so on.  And from

           5       that emerged a number of really cool ideas.

           6                 I'd like to highlight one of them which is a

           7       favorite of mine.  It's an innovative financing model called

           8       On-Bill Financing.  And they're using on-bill or

           9       pay-as-you-say financing.  They're looking at that to go

          10       deeper into the retrofits and deeper into each home.  What is

          11       it about on-bill financing that I'm so excited about and I

          12       hope that others would be?  Well the audits and retrofits are

          13       paid directly on utility bills from the savings of newly

          14       installed efficiency improvements.

          15                 It's a really great opportunity because if you can

          16       have that upfront chunk paid for, it's a lot easier for a

          17       homeowner or business to invest in it because it doesn't have

          18       to compete, opportunity costs, it doesn't have to compete

          19       against the other major investments of the business or the

          20       family, which for many people is groceries or a car or

          21       whatever.  So it directly goes to that, opportunity costs,

          22       transaction costs, risk and the landlord-tenant dilemma.

          23       Really cool opportunity there in Holland.

          24                 Some notable programs from around the country.

          25                 Another local initiative that I'd like to highlight

                     O'Brien & Bails Court Reporting and Video - 1.800.878.8750

                                         39
�




           1       is in the Grand Rapids area.  It's the Better Buildings for

           2       Michigan program.  This is a DOE ARRA grant-funded program

           3       that's going to end this summer, but by the time it ends,

           4       we'll have audited and retrofitted more than 2000 homes in

           5       Michigan.  This is a community, network and neighborhood

           6       level approach.  It was open to all income levels.  It was to

           7       help clients access incentives and affordable loans.  So a

           8       really cool program.

           9                 You can see the blower door there that pressurizes

          10       the home, and allows them to come back with an infrared

          11       scanner and find out where all the leaks are in the home.

          12       Better Buildings for Michigan was not -- it's not about light

          13       bulbs, right?  Every one has that idea.

          14                 Energy efficiency is much deeper, much better than

          15       that.  It's real and permanent home energy improvements such

          16       as insulation and air sealing.  And we're looking at 15 to 20

          17       percent improvement when that's done.

          18                 Another takeaway from the Better Buildings Program

          19       that we had was cold-call recruiting energy efficiency

          20       customers is expensive, it's difficult, it's hard to do.  But

          21       we shouldn't necessarily have to do that, it's not the best

          22       way to get those customers.  We already have regulated

          23       relationships, we have other ways to reach out to customers.

          24       The Public Service Commission and some of the major utilities

          25       have used an opt-out program with Smart Meters.  It's had
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           1       some success, and I would argue that we need to develop

           2       mechanisms like that to pull in that interest and an

           3       automated way that preserves choice, but still makes it

           4       cheaper to grab those customers.

           5                 Another lesson learned from the Better Buildings

           6       Initiative is that there is issues with homes that allow us,

           7       or prevent us, sorry, from actually improving the home.  So

           8       nob and tube wiring, asbestos, lead.  Right now if there is

           9       asbestos in a home, it's pretty difficult to upgrade that

          10       home from an energy retrofit perspective.  We need new ideas,

          11       new programs, new financing programs to get in all of these

          12       homes, preferably all in one go.

          13                 So what are some state level policy tools to

          14       encourage expanded energy efficiency?  Well the first of

          15       course is the resource standard, the energy efficiency, one

          16       percent electric requirement that we have here, and .75

          17       percent for natural gas.  That will expire in 2015.  Twenty

          18       other states currently have Energy Efficiency Resource

          19       Standards with seven having goals.  It's not the only tool.

          20       There are other tools out there to encourage it.  These are a

          21       listing of other states that have Energy Efficiency Resource

          22       Standard.

          23                 Some other policy tools out there, I won't go into

          24       this but I like to draw the attention to the fact there is a

          25       database from the DOE online that has fifty states, and a
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           1       state-by-state comparison of regulations, rules and policies.

           2                 I submit that for the Committee's review, as well

           3       as financial policy tools.  States have used different tax

           4       codes, rebates, grants, loans, bonds.  Lots of options out

           5       there, and this gives us a state-by-state breakdown of how to

           6       do that.

           7                 That's all I have.  Thank you so much for your

           8       time.  I appreciate it.

           9                 DIRECTOR STEVE BAKKAL:  Thank you, Nick.

          10                 Our next presenter is Marty Kushler, Senior Fellow

          11       representing the American Council for an Energy-Efficiency

          12       Economy.  Please join me in welcoming Marty to the stage.

          13                 MR. MARTIN KUSHLER:  Good afternoon.  Thank you to

          14       Chairman Quackenbush and Director Bakkal and members of the

          15       audience for being here.  I really appreciate the opportunity

          16       to speak with you today on this very important subject.

          17                 The title of my presentation is Five Key Reasons

          18       Why Energy Efficiency is Michigan's First Priority Energy

          19       Resource.  The material that I'll be presenting today relates

          20       particularly to two of the questions identified for this

          21       energy policy review.

          22                 First, energy efficiency, question two relating to

          23       the cost effectiveness of energy efficiency, and I'll talk

          24       about that at two levels.  One is at the macroeconomic level

          25       relating to Michigan's dollar drain for imported energy.  The
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           1       other is more directly energy efficiency as a utility system

           2       resource.

           3                 And for question ten, addressing remaining energy

           4       efficiency potential, I'll present data on Michigan's older

           5       building stock, and provide some recent data on existing

           6       buildings and equipment efficiency in Michigan.

           7                 I'd like to begin with a provacative assertion that

           8       it is arguably the case that high energy costs and Michigan's

           9       huge energy import dependence are the single biggest factors

          10       explaining Michigan's tough economic times that we've

          11       experienced since the year 2000.  In a moment I'll show you

          12       some data that leads me to that conclusion.  But I want to

          13       emphasize that getting Michigan's energy policy right is

          14       critically important for Michigan's economic future.

          15                 I will begin with key point number one, Michigan

          16       has a huge energy problem.  Michigan uses a lot of energy.

          17       The total cost of our energy was 22 billion dollars per year

          18       in the year 2000, and that was in the era before energy

          19       prices took off globally.

          20                 By 2010 that had increased to over 31 billion

          21       dollars, the ninth highest cost burden in the nation.  But

          22       most importantly Michigan is almost totally depending on

          23       fuels imported from other states and countries.  We import

          24       100 percent of the coal and uranium we use, 96 percent of the

          25       oil and petroleum products, and 80 percent of the natural
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           1       gas.

           2                 This graph helps illustrate those economic

           3       consequences.  This is a graph comparing total Michigan State

           4       taxes of all types versus Michigan energy costs in the year

           5       2000 versus 2010.  You can see in 2000 by coincidence those

           6       costs were almost the same, our energy costs were almost the

           7       same as our total tax burden.  By 2010 tax burden had

           8       increased very little, total energy costs had increased by

           9       over 40 percent.

          10                 But what is most damaging is the cost of Michigan's

          11       energy imports.  Again before the new high energy cost era,

          12       we were exporting about 12 billion dollars a year to pay for

          13       energy imports of all types.  At 2010 market prices this

          14       dollar outflow is over 20 billion dollars per year.  This is

          15       a huge economic drain on our state economy.

          16                 This graph helps illustrate that economic burden on

          17       homes and businesses in Michigan.  It compares total Michigan

          18       taxes again in the year 2010 to total energy costs.  The

          19       orange shaded portion of that bar is the amount that leaves

          20       the state to import fuels.  You'll notice that the total

          21       amount of that energy dollar drain for those costs is almost

          22       the same as our total state tax burden.

          23                 Yet these two costs have very different

          24       implications on the Michigan economy.  State tax dollars are

          25       re-spent almost entirely in the local economy within the
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           1       State of Michigan.  Those 20 billion dollars in energy costs

           2       leave the state entirely.

           3                 And yet in Lansing, over the years, you'll hear

           4       endless debate over that left bar on the total tax burden on

           5       individuals, almost no discussion of that energy burden.  A

           6       major exception to that is the current energy policy review

           7       that we're undergoing, and I really compliment the State of

           8       Michigan for undertaking this effort.

           9                 But again the effects on that state economy, just

          10       that additional 8 billion dollar annual drain in 2010 versus

          11       2000 is roughly equivalent to the lost payroll from closing

          12       160 major manufacturing plants.  And for that assumption, a

          13       thousand jobs at $50,000 each, you can do the math yourself.

          14       This is a profound economic impact on the State of Michigan.

          15                 Key point number two, Michigan's future is not in

          16       fossil fuels.  This data shows Michigan's recoverable

          17       reserves as a share of U.S. recoverable reserves, source U.S.

          18       Energy Information Administration.  Coal, zero percent;

          19       uranium, zero percent; oil, 0.2 percent; natural gas, one

          20       percent.  Why would Michigan support policies that encourage

          21       greater consumption in these resources?  Michigan needs to

          22       emphasize energy efficiency and Michigan-based renewable

          23       energy.

          24                 And the good news comes in key point number three,

          25       and that is that it's much cheaper to save energy than it is
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           1       to produce it.  We can save electricity for about one-third

           2       the cost of producing it through a new power plant and that

           3       comes with no carbon emissions.

           4                 This is a graph showing the relative costs of

           5       different electricity resource options.  The vertical access

           6       is the levelized cost in cents per kilowatt hour.  You can

           7       see the various energy resource plate across the bottom

           8       there.

           9                 I particularly like this graph because it's

          10       prepared by Lazard, Inc., which as I understand it is the

          11       largest consulting firm for the international banking

          12       communities.  So this is not a chart prepared by a bunch of

          13       tree huggers.  This is what Lazard tells their business

          14       clients.

          15                 You'll notice the far left bar, Energy Efficiency,

          16       the midpoint of that bar -- each bar represents kind of the

          17       range in costs across different sources.  The midpoint, about

          18       2 1/2 cents per kilowatt hours.  Looking over for natural

          19       gas, the mid point is a little over 8 cents, coal a little

          20       over 12 cents.  You can see the other various resources

          21       played out across that graph.

          22                 Closer to home, this is data from the Michigan

          23       Public Service Commission, and I provided the references and

          24       citations for all this data.  But it's based on Michigan's

          25       own experience with energy optimization, energy efficiency
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           1       costs about 2 cents a kilowatt hours; the new natural gas

           2       combined cycle plant is 6.6 cents; new coal plant, 11.1

           3       cents.  The fourth bullet is particularly interesting because

           4       it's the current weighted average of power supply costs in

           5       Michigan from existing power supply and purchase power.  That

           6       doesn't even factor in the cost of a new plant.  And again

           7       energy efficiency, less than a third of the cost of those

           8       other sources.

           9                 This brings me to key point number four.

          10       Experience since 2008 shows that energy efficiency is already

          11       working in Michigan.  There is a quote here from PA295, that

          12       was the legislation that established our energy efficiency

          13       resource standards in 2008, "The overall goal of an energy

          14       optimization plan shall be to reduce the future costs of

          15       provider service to customers.  In particular, an energy

          16       optimization plan shall be designed to delay the needs for

          17       constructing new electric generating facilities and thereby

          18       protect consumers from incurring the costs of such

          19       construction."

          20                 What I'm showing here is a graph from the Michigan

          21       21st Century Energy Plan.  This is an effort undertaken by

          22       the Public Service Commission in 2006 and 2007 to take a look

          23       at Michigan's energy future.  This graph shows -- you'll see

          24       the slope across the top of the graph is what you would see

          25       for projected increases in energy demand over time.  See if I
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           1       can get my pointer to work here.  There.  This is the

           2       projected increase in energy demand.

           3                 This is the business-as-usual case.  This was the

           4       state of energy, or of energy regulation in Michigan, and

           5       energy supply up through 2007.  They were projecting a need

           6       for four additional new coal plants and about a thousand,

           7       over a thousand megawatts of additional gas plants.  This was

           8       business as usual.  This is what was going to happen in the

           9       State of Michigan at that point in time.

          10                 But the Public Service Commission to their credit

          11       decided we need to take a look at this.  Is this really the

          12       future that we want.  And what they did is looked at an

          13       alternate scenario, the Energy Efficiency & Renewable Energy

          14       Scenario.  And what you see here is the same basic increase

          15       over time of projected forecast of electricity demand.  But

          16       instead of coal and natural gas plants, they filled it in

          17       with energy efficiency and renewable energy, cutting the need

          18       only down to one new coal plant.  The rest of the supply

          19       would be met by energy efficiency and renewable energy.

          20                 And this is the conclusions from the plan.

          21       Modeling from the plan showed that, in the absence of any

          22       energy efficiency program, Michigan would need no fewer than

          23       four new 500 MW base load plants by 2015.  With the energy

          24       efficiency program, the model decreased that need to two.

          25       With the addition of an RPS, it decreased to one new plant by
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           1       2015.

           2                 Their conclusion, again by displacing fossil fuel

           3       energy, energy efficiency alone would save Michigan three

           4       billion dollars in electricity costs over the next 20 years.

           5                 The 21st Century Plan helped to lead directly to

           6       the passage of PA295 in 2008 where Michigan created for the

           7       first time a requirement for utility energy efficiency

           8       programs, including annual energy savings requirements, and a

           9       requirement for a renewable energy.  Essentially Michigan has

          10       followed that energy efficiency and renewable energy scenario

          11       from that 21st Century Plan, and has avoided billions of

          12       dollars in costs for new electric generating plants that

          13       would have been built under the old scenario.

          14                 Again, to refresh your memory, this is essentially

          15       the path that Michigan has followed.  And in part, due to

          16       reduced consumption because of the economic recession, we

          17       actual didn't even need the one coal plant that was left in

          18       that scenario.  We've been able to avoid that costly

          19       investment in a new plant during this time.

          20                 If the analysis was repeated now, coal plants

          21       wouldn't be selected at all.  They're much to expensive.

          22       Energy efficiency would still by far be the first priority,

          23       and renewable energy and natural gas would fill in the

          24       remaining need.

          25                 My last key point is that Michigan has enormous
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           1       remaining potential for energy efficiency.  Michigan's

           2       building stock is relatively old and inefficient.  Most of it

           3       was constructed prior to advanced building energy efficiency

           4       codes.  Recent data is available on existing buildings and

           5       equipment in Michigan and it shows a huge need for energy

           6       efficiency improvements.

           7                 In the interest of time I'll move through this very

           8       quickly, but I provide the references here on two sources.

           9       But both residential building stock and commercial building

          10       stock, there is census data available on the age of our

          11       building stock, and again two-thirds or more of it was built

          12       before the advent of strong energy codes.  So we have a lot

          13       of old, inefficient building stock out there.

          14                 In terms of detailed information on building and

          15       equipment stock, the MPSC oversaw two efforts to gather

          16       information based on over a thousand residential onsite

          17       inspections, over 200 commercial building onsite inspections.

          18       I provided the links there and the references to that

          19       material.

          20                 You can look at my presentation, I won't go through

          21       the numbers, but I've itemized here the results of these

          22       onsite studies, randomly selected individual buildings, in

          23       Michigan.  Just a phenomenal amount of additional need for

          24       energy efficiency improvement.

          25                 We have the data available, we've barely scratched
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           1       the surface in terms of the energy efficiency we can capture

           2       in Michigan.

           3                 Thank you.

           4                 DIRECTOR STEVE BAKKAL:  Thank you, Marty.

           5                 Our next presenter is Gene Trisko, Attorney of Law,

           6       representing the American Coalition for Clean Coal

           7       Electricity.  Please join me in welcoming Gene to the stage.

           8                 MR. EUGENE TRISKO:  Thank you, Director Bakkal, and

           9       Chairman Quackenbush.

          10                 I'm Gene Trisko, I'm an attorney in private

          11       practice.  I started as an energy economist 35 years ago.

          12       And I knew my timing was precisely correct because three

          13       months later the first OPEC oil embargo hit, and I was left

          14       with a 1973 Chevrolet Impala with a 327 V8.  At that point it

          15       was welcome to Energy Economics 101.

          16                 I'm here today on behalf of the American Coalition

          17       For Clean Coal Electricity.  And ACCCE is a membership

          18       organization headquartered in Washington DC.  Members include

          19       major coal producers, all of America's Class I railroads, and

          20       electric utilities including all three principal Michigan

          21       electric utilities.

          22                 I'm not going to say very much about railroads

          23       latter in my presentation, but let me just indicate this,

          24       railroads and coal go hand in hand.  Coal accounts for about

          25       40 percent of railroad revenues.  And therefore coal is
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           1       helping to carry, if you will, a large amount of the fixed

           2       costs of the rail industry.  And policies that would result

           3       in a reduction of existing coal use would have impacts in

           4       terms of the costs of railroad transportation for all other

           5       goods.

           6                 ACCCE's mission is to promote clean coal

           7       technologies and the continued use of coal to provide

           8       reliable and affordable electric power from the nation's

           9       largest fossil energy resource.  We have more than 200 years

          10       of remaining demonstrated coal reserves in this country.

          11                 The topics I will address today in brief, first of

          12       all, a review of Michigan's electrical utility air pollution

          13       reductions; related improvements in air quality; the costs of

          14       electric power produced by Michigan's existing coal fleet;

          15       job implications of the utilization of coal; energy

          16       affordability issues; and the policy reasons why coal should

          17       remain a mainstay of Michigan's electric supply portfolio in

          18       an all-of-the-above energy strategy that emphasizes reliable

          19       sources of domestic energy.

          20                 Coal, if you're not familiar, historically has

          21       provided better than 50 percent of Michigan's total electric

          22       energy supplies.  Today we are a tad below 50 percent.  This

          23       slide is a summation of emissions contributing to PM2.5,

          24       that's fine particulate matter regulated under the Clean Air

          25       Act.
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           1                 And this is emission reductions.  The bar on the

           2       left is from coal-based generating units in Michigan, and

           3       this is the percent reduction between 1999 and 2010.  And

           4       coal-based units reduced their PM2.5 related emissions by 44

           5       percent, while all other sources of PM emissions reduced by

           6       26 percent.

           7                 On the ozone side, Michigan's coal-based power

           8       plants have reduced emissions of nitrogen oxide, that's a

           9       principal precursor emission to ozone, by 58 percent since

          10       1999.  And that's largely been achieved through the retrofit

          11       of selective catalytic reduction technology.  If you're not

          12       familiar with that, it's just like the catalytic converter on

          13       your car, except it's about the size of a house and it costs

          14       a couple a hundred million dollars.

          15                 Coal-based electric generation accounted for 14

          16       percent of Michigan's total NOx emissions in 2010, compared

          17       with 62 percent for on-road and off-road motor vehicles and

          18       23 percent for industrial processes and fuel use.

          19                 The reason why these numbers are important is that

          20       coal used to represent about a third of total NOx emissions

          21       in the United States, automobiles were another third, and all

          22       other sources made up the remaining third.  As a result of

          23       the NOx reductions under the Clean Air Act in the past

          24       decade, coal's share of total NOx has declined dramatically.

          25       14 percent now in Michigan.
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           1                 So most of the NOx related emission issues that you

           2       have in Michigan are related to on-road and off-road motor

           3       vehicles which are 62 percent of your inventory.

           4                 This is the short story on Michigan's air quality

           5       improvements for PM2.5, fine particulate matter.  This is the

           6       average design value which is geek speak for a three-year

           7       moving average of monitored ozone values, as an average

           8       across the State of Michigan.  The red line is the EPA

           9       standard PM2.5 of 15 micrograms.  That standard was just

          10       reduced by the agency to 12 micrograms.  And if you look at

          11       the writing on the right-hand side of the chart, by 2010

          12       Michigan on average, your monitors were well below the

          13       recently revised U.S. EPA standards.

          14                 This is a similar story, this is your average for

          15       ozone monitors across the State of Michigan.  The red line is

          16       the current EPA ozone standard.  And you are now well below

          17       it.

          18                 In fact the major non-attainment area in Michigan

          19       historically has been the Detroit area because of PM2.5.  And

          20       the good news is that not only is Detroit now in attainment

          21       with the 15 microgram PM2.5 standard, it will be in

          22       attainment with the new 12 microgram standard when the

          23       attainment deadline for that standard is at hand.

          24                 A couple of charts on costs.  This is the

          25       Department of Energy's summary of the costs, dollars per
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           1       megawatt hours in 2011 for a variety of energy generation

           2       technologies.  Now this is for building a new plant to come

           3       online in the year 2017.

           4                 The low cost shown is natural gas at $67 per

           5       megawatt hours, the high cost is solar thermal at $261 per

           6       megawatt hour.

           7                 Chairman, you might ask why has coal left coal off

           8       the list?  The reason for that is we are right now betwixt

           9       and between on EPA's new source performance standard for coal

          10       plants.  They have proposed a standard that would require the

          11       application of carbon capture technology of coal but not to

          12       gas plants.  There are indications now that EPA may be

          13       reconsidering that approach and will repropose the standard

          14       that would provide separate standards for coal and natural

          15       gas plants.  And that's a position of course that we strongly

          16       favor.

          17                 The next chart is your cost of generating

          18       electricity from your existing coal fleet in Michigan that

          19       provides about half of your electricity.  This is what would

          20       be termed pretty close to a dispatch cost basis.  In other

          21       words, plants are put online, dispatchable plants are put

          22       online based upon their costs.  The lowest cost plants are

          23       base load plants.  They run first.  The nuclear plant, the

          24       nuclear base load plant is going to run first.  Then the coal

          25       plants will run, in increasing order of costs, your variable
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           1       costs.

           2                 Now this includes fixed and variable O & M plus

           3       fuel costs.  Fixed costs are not included in the dispatch

           4       cost that I mentioned.  They would be about $5 in round

           5       numbers of these values.  So you're talking about a dispatch

           6       cost for your fleet on the order of $30 per megawatt hour for

           7       the years 2011 and 2012.  And that's half of your electric

           8       power.

           9                 That, ladies and gentlemen, is a very valuable

          10       resource to have available to you.  That translates in cents

          11       per kilowatt hour because we've been talking in those terms

          12       to about 3 cents per kilowatt hour for running coal plants

          13       for variable operating maintenance and fuel costs.

          14                 A couple of job charts.  This one from the

          15       Department of Energy on operating jobs.  Nuclear is --

          16       nuclear is far and away the most job intensive of energy

          17       technologies.  And this chart is showing about 500 jobs per

          18       megawatt of capacity for nuclear, 220 jobs for coal, wind at

          19       90 jobs, and natural gas at 60.  Many natural gas combine

          20       cycle plants.

          21                 Chairman, if you use Google Earth and go around the

          22       country and take a look at these plants, I have a power point

          23       presentation called Parking Lot Project.  It counts the

          24       number of vehicles in the parking lots at power plants and

          25       other energy facilities.  Coal plants, nuclear plants, will
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           1       typically see 300 to 400 vehicles.  And that's a 24/7

           2       operation with three shifts.

           3                 You go to a natural gas combined cycle plant, there

           4       may be two or three or four vehicles in the parking lot, many

           5       of them are remotely controlled, remotely dispatched.

           6                 The next chart are some data from the National

           7       Commission on Energy Policy on the construction side, if

           8       you're thinking about building new energy capacity.  And what

           9       we find here is that again nuclear is the most job intensive,

          10       far and a way, because of its technical complexity, the

          11       safety requirements, and so forth, followed by supercritical

          12       PC coal plants, IGCC gasified coal, gas combined cycle and

          13       then onshore wind.

          14                 Generally coal plants from a construction job

          15       standpoint require about three to four times more

          16       construction labor than either natural gas or an onshore

          17       wind.

          18                 Affordability, 53 percent of Michigan households

          19       earn less than $50,000 annually, average aftertax income of

          20       $22,800.  You have two million Michigan households earning

          21       less than $50,000 a year gross.  Those households this year

          22       will spend an estimated average of 21 percent of their

          23       aftertax income on gasoline and household utilities.  Our

          24       point is that every marginal energy dollar counts to those

          25       who can least afford energy prices.
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           1                 Price volatility, we see fuel diversity as the key

           2       to maintaining reliability and affordability in energy

           3       markets.  Excessive reliance on fuels with historically high

           4       price volatility can risk the stability of future electricity

           5       prices.  Coal plants reduce the risk of fuel supply

           6       disruptions because unlike some other energy technologies,

           7       they maintain months' worth of fuel supplies on site.  Other

           8       types of technologies depend upon the availability of the

           9       supply, it has to be delivered.  The coal plant has a 40- or

          10       a 60- or a 70-day supply of coal sitting on the ground.  So

          11       deliverability is not an issue.

          12                 State and federal "all of the above" energy

          13       policies should encourage, not deter, fuel diversity,

          14       including advanced coal options.  Michigan is strategically

          15       located to source coal from all three major U.S. producing

          16       regions, that's the Appalachian, the Illinois basin, and the

          17       west.

          18                 Preserving low-cost generation provided by existing

          19       units equipped with clean coal technologies will help

          20       Michigan to maintain affordable energy prices.

          21                 Thanks to the Governor, thanks to the Public

          22       Service Commission for engaging this public process, and

          23       building a record to help the state make good decisions in

          24       the future.  And we'll supply some additional materials and

          25       data for the record.
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           1                 Thank you very much.

           2                 DIRECTOR STEVE BAKKAL:  Thank you, Gene.

           3                 Before I introduce our next speaker, we do have a

           4       few more members of the legislature that are here with us.

           5       Representative Amanda Price, Member of the House Energy And

           6       Technology Committee.

           7                 Also Representative Sean McCann also is here with

           8       us, and I believe he wants to say a few words.

           9                 Representative.

          10                 REPRESENTATIVE SEAN McCANN:  Thank you, Steve.

          11       Good afternoon.  Thank you very much for letting me crash

          12       your party.

          13                 But seriously I appreciate the opportunity to be

          14       accommodated and just say a few words.  Representative Price

          15       and myself, we're trying to be a lot of places at the same

          16       time so I appreciate this opportunity.

          17                 I want to welcome you to the 60th District, my

          18       district and home of the Kalamazoo Promise and the Broncos,

          19       go Broncos.  We may need to do some jumping jacks between

          20       sessions to liven it up a little bit.

          21                 Anyway I just want to thank you for having me and

          22       say a few words to add to the input process.  And I think

          23       that I can't say that these are entirely representative of

          24       the voters of my district, but I think they have some

          25       residents, and I know I see a number of folks from the 60th
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           1       District here.  So nice to see you.

           2                 I think it's important that we support domestic gas

           3       and oil production, particularly for the interests of

           4       national security.  So I don't think that by any means that

           5       should be ruled out of Michigan's energy portfolio.

           6                 However, I think there is a real critical need to

           7       preserve our Pure Michigan brand that we value so highly,

           8       especially when it comes to our environment.

           9                 One of the issues that I hear a lot from my

          10       constituents about is fracking and safety of fracking, and

          11       particularly disclosure and knowledge of the safety of the

          12       chemicals used in the fracking process.  That's number one.

          13       And number two of a primary concern is the withdrawals of

          14       water from our watershed.

          15                 So I think that that has to be present as we talk

          16       about using horizontal fracturing, going forth as an energy

          17       source.

          18                 I think that what often gets left out of the

          19       conversation is how important it is to embrace renewable

          20       energy and the jobs that can come up with it in addition to

          21       the traditional energy sources.  That's something I feel

          22       important about bringing that to the conversation since I

          23       don't think it gets talked about enough in West Michigan.

          24       But even though the 25 by '25 constitutional amendment went

          25       away, I think it's very critical that we think about what our
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           1       next standard is going to be for renewable energy in Michigan

           2       since it looks likes we're on track to hit 10 percent by

           3       2015.  So I'm sure that's going to be a big part of your

           4       conversation here today that we set a strong and robust and

           5       achievable renewable energy standard higher than the 10

           6       percent that it is now.

           7                 I don't think 25 by '25 is such a bad idea, perhaps

           8       it just shouldn't -- I think the voters didn't want it to be

           9       necessarily in the constitution, but that doesn't mean it

          10       shouldn't be in statute and that that shouldn't be something

          11       we work very hard towards.

          12                 Another document that's pretty easy to reference if

          13       you go searching on the internet for is the Obama-Biden plan

          14       for energy for the nation, which is to help create five

          15       million new jobs by strategically investing 150 billion

          16       dollars in the next ten years to catalyzed efforts in clean

          17       energy.  I think we would be foolish as a state to miss this

          18       opportunity to take these resources from the federal

          19       government if they're put on the table.

          20                 Again, it doesn't preclude oil and gas resources,

          21       but to not take advantage and being stuck with what the

          22       federal priorities are going to be, to miss those job

          23       opportunities and to miss that ability to move into a

          24       stronger, cleaner, renewable energy standard as a nation and

          25       as a state, would be a huge missed opportunity.  Thank you.
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           1                 It's talking about a few points here.  10 percent,

           2       we're already on our way to being here, but 10 percent as a

           3       nation, winterizing homes and energy efficiency is the number

           4       one way to reduce our energy footprint and to encourage and

           5       incentive the use of biofuels, wind, solar and battery

           6       technology.

           7                 So to not be taking advantage of that, to not have

           8       that be part of our conversation.  We have a great academy

           9       here in Kalamazoo at Kalamazoo Valley Community College that

          10       trains technicians to build and construct and maintain

          11       windmills.  And those folks are getting jobs every where and

          12       anywhere they want to go across the nation and the world.  We

          13       need to keep some of those folks here in our community and in

          14       our state working on those jobs.

          15                 Let me just close by talking about how energy

          16       policy is critical to us leading to address the pressing

          17       issue of climate change.  It was about a year ago that we had

          18       a heat wave that affected crops all across southwest

          19       Michigan.  We've seen hurricanes and other storms that are

          20       way out of the norm that acknowledge and remind us that this

          21       has to be a priority for us as a nation and a state.

          22                 So again let me thank you for this opportunity,

          23       thank you for the warm reception.  And let us just remember

          24       that this is our Pure, Pure Michigan that we want to have for

          25       generations to come.
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           1                 I have children, we have children and grandchildren

           2       to pass our state and planet on to, and we have great ideas

           3       for how we can do that for centuries to come.

           4                 Thank you very much.

           5                 DIRECTOR STEVE BAKKAL:  Thank you, Representative.

           6                 Our next speaker is Steve Frenkel, Director of the

           7       Midwest Office, representing the Union of Concerned

           8       Scientists.  Please join me in welcoming Steve to the stage.

           9                 MR. STEVE FRENKEL:  Good afternoon, I'm Steve

          10       Frenkel, I'm the Midwest Office Director of the Union of

          11       Concerned Scientists.  And I thank the Director and the

          12       Chairman for this opportunity today.

          13                 Let's see if we can get our equipment working here.

          14                 I'm Steve Frenkel with USC.  I appreciate the

          15       opportunity to be here today.  The Union of Concerned

          16       Scientists is a national science-based nonprofit.  We put

          17       rigorous, independent science to work to solve the planet's

          18       most pressing problems.

          19                 I would like to address some of the questions that

          20       Commissioner Quackenbush and his team have posted on the

          21       website referring to renewable energy and that will be the

          22       focus of my comments today.

          23                 Specifically questions seven, eight and ten that

          24       were posted on the website.  So those questions are, how does

          25       Michigan's renewable requirement compare to other states?
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           1       What is the state's long-term potential for electricity from

           2       renewable sources?  And what are the current and projected

           3       relative costs of new generation sources in the state.  I'll

           4       handle those each one by one at a high level, and then of

           5       course will be providing more detail on the website itself.

           6                 First in comparing where Michigan stands, many of

           7       you know that Michigan standard is relatively modest compared

           8       to the 29 -- 28 other states with renewable energy standards

           9       around the country.  So we think that there is room for

          10       Michigan to take more advantage of the renewable energy

          11       resources that the state has.  Including other Midwestern

          12       states like Illinois and Minnesota and Ohio, all of which

          13       have stronger renewable energy standards.  We think there is

          14       an opportunity for Michigan to step up to the plate and take

          15       advantage of this opportunity to increase the standard.

          16                 In fact 18 other states have already increased the

          17       standards that they started with.  So Michigan would be in

          18       good company by looking at that opportunity to expand its

          19       renewable energy resources.

          20                 When you look at where Michigan stands in

          21       comparison with other states in terms of the total amount of

          22       clean energy generation that these standards collectively

          23       would provide, you can see Michigan is a little bit down in

          24       the stack.  And other Midwestern states like Illinois,

          25       Missouri, Wisconsin and others represent a bigger slice of
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           1       the renewable energy generation that is expected to come

           2       online by 2025 as a result of the existing clean energy

           3       standards.  So Michigan could occupy a bigger wedge of this

           4       future clean energy resource development by strengthening the

           5       existing standards that will be plateauing in 2015.

           6                 And we think about what's the potential of the

           7       State of Michigan to take advantage of clean energy

           8       resources, this table basically gives you a sense of, if you

           9       were to take away any of the constraints that would limit the

          10       state's ability to develop its wind resources or its solar

          11       resources, how much theoretical clean air potential is there

          12       in Michigan?  And you can see there is a tremendous amount in

          13       terms of gigawatt hours of potential generation that could be

          14       tapped.  But then we have to factor in reasonable constraints

          15       about siting, transmission, and the economic availability of

          16       these resources.

          17                 So when we look at the column

          18       second-from-the-right, that gives you a more realistic sense

          19       of what the economic and market limitations would layer on to

          20       the theoretical potential.  But still it's a tremendous

          21       potential for Michigan.  You can see there is 143,000

          22       gigawatt hours of potential onshore wind generation potential

          23       in Michigan.  And that's quite a bit more than the total

          24       annual energy demand of the state.

          25                 And so we realize that of course that's all partly
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           1       theoretical, right?  That would be a tremendous transition

           2       for Michigan's energy generation portfolio to embrace wind at

           3       that level.  But from a theoretical basis, there is really a

           4       lot more headroom in the clean energy generation menu that

           5       this state could take advantage of.

           6                 We talk about risks, we look at the full range of

           7       energy resources that are available to the state.  And I

           8       realize this is a little bit hard to read, but what this

           9       chart shows you is it ranks the different types of energy

          10       generation resources that are out there by two different

          11       variables; levelized cost of electricity, and risk.

          12                 So when we think about risk, we think about cost,

          13       regulatory risk, the availability of capital, and other risks

          14       like for example access to water, carbon price risks, capital

          15       shock, availability of fuel.  So when we look at the stack of

          16       all these different resources, the resources listed at the

          17       bottom represent the lowest risk and lowest cost.

          18                 So reading up from the bottom we find that energy

          19       efficiency is the least cost resource as we've heard from

          20       others who spoke prior to me today.  That's a tremendous

          21       opportunity for the state to not only save money for

          22       consumers, but really benefit the economy by driving down

          23       costs of operation for major business around the state.

          24                 We know that not only does Michigan have a

          25       relatively modest renewable energy policy, it has a
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           1       relatively modest energy efficiency policy at one percent.

           2       We know there are other states like Illinois and Minnesota,

           3       for example, that have a 2 percent and 1.5 percent energy

           4       efficiency standard respectively.  So just like on the

           5       renewable side, on the efficiency side, taking advantage of

           6       this cost resource could bring some great benefits to the

           7       State of Michigan.

           8                 So as you read up this list you'll find that

           9       onshore wind and natural gas come in near the bottom of the

          10       list in terms of cost and risk.  And you'll find that

          11       traditional fossil fuel generation from coal, nuclear power

          12       come in much higher, both in terms of costs and risks.  We

          13       think this is really, looking at these parameters and this

          14       kind of matrix can be very instructive for policymakers to

          15       understand the full range of their options, but to take into

          16       account risk as an important variable in decision making as

          17       you decide the State's energy future.

          18                 Part of that is understanding the trajectory of

          19       these costs, so what goes into assessing the cost of future

          20       wind generation for example?  So we can look at the declining

          21       cost of wind power historically, and then estimating that

          22       cost reduction going forward.  We know that wind prices have

          23       come down 9 percent since 1980, and even 20 percent just in

          24       the last two years.  So we're seeing tremendous innovation in

          25       wind technology and efficiency and production.
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           1                 And it's reducing those costs we expect from

           2       looking at a chart like this which summarizes several

           3       studies, looking at the forward price of wind generation,

           4       that that cost is expected to decline significantly over the

           5       next 25 years.

           6                 There is a similar story for solar power.  This is

           7       a historic graph showing the decline of solar photovoltaic

           8       production dating from 1998 to 2011 with a tremendous decline

           9       in price.  And we expect that those declines will accelerate.

          10                 We've seen prices drop 75 percent just since 2008.

          11       So there has really been dramatic cost savings in these

          12       renewable energy technologies.  And as we've heard they can

          13       provide an important hedge against the volatility of natural

          14       gas, which I won't dwell on because I think everyone is

          15       familiar with that story, but we don't know where natural gas

          16       prices are going.  I think many folks expect upward pressure

          17       in natural gas and I think we certainly understand the value

          18       of wind and solar as an important hedge.

          19                 We just heard from Mr. Trisko about the economics

          20       of coal, and one of the important factors around coal is

          21       rising prices of the coal, of the fuel itself that these coal

          22       plants rely on.  So we've seen that Michigan coal prices have

          23       doubled since 2002.  And when you factor in, that into the

          24       rates of consumers in, Detroit Edison's rates that consumers

          25       are facing, that's a major factor.  And part of that issue is
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           1       the reliance of this imported fossil fuel resource, as you

           2       heard earlier.

           3                 UCS has estimated that the state spends more than a

           4       billion dollars a year importing coal from out of state.  You

           5       can see some of the states that benefit from the spending of

           6       Michigan utilities to import coal into the State of Michigan.

           7       We heard earlier that Michigan has no native coal resource,

           8       so the dependence of the state on coal is a tremendous

           9       liability.

          10                 So how does that translate into what consumers

          11       face?  We know that the rates have been rising.  So there is

          12       risk to relying and walking into a future that's fossil base.

          13                 So how can renewables and efficiency become a

          14       bigger part of that mix?  We know that energy efficiency and

          15       renewables will help consumers save money by reducing demands

          16       and providing that important hedge.

          17                 So one of the aspects of risk, we saw that coal

          18       ranked high on that risk chart I showed you a few minutes

          19       ago.  It's risky by a few measures; one of those risks is

          20       economic risk.  So UCS did a national study recently where we

          21       looked at every coal plant in the country and we compared the

          22       cost of generating power from every coal plant to cleaner

          23       energy sources like natural gas and wind power.  And with

          24       every coal plant, including every coal plant in Michigan, and

          25       if it was missing any essential air pollution controls, we
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           1       imposed the capital costs of those pollution controls onto

           2       that plant so that plant was protective of public health and

           3       the environment.  And we compared the cost of power from that

           4       coal plant to natural gas and wind, and we found Michigan

           5       ranks fifth in the country in the amount of at-risk,

           6       economically at-risk coal fire generation in the state.

           7                 So what this map shows you is that there is 3.5

           8       gigawatts or 3500 megawatts of economically vulnerable,

           9       at-risk coal generation across the state.

          10                 And part of the reason Michigan coal fleet is at

          11       risk is it's one of the oldest fleets in the country.  More

          12       than half of the state's power plants are more than 50 years

          13       old.  So those plants are older, they're smaller, they're

          14       inefficient.  So in conducting this pass-fail test we found

          15       there is a lot of vulnerability to the coal fleet in

          16       Michigan.

          17                 We found that 39 coal generators at 16 different

          18       coal plants around the state have uneconomically, chemically

          19       vulnerable coal generators.  So the combination of low gas

          20       prices, regulations pushing this coal out of the market

          21       place, we think that creates a great opportunity for cleaner

          22       energy resources like wind and solar to help meet an

          23       increasing share of Michigan's energy needs.

          24                 So just to summarize, we know that Michigan's

          25       current standard is relatively modest which needs to grow
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           1       economically so.  There is plenty of available, cost

           2       effective, renewable energy resources, energy efficiency

           3       resources in the state that have not been tapped, and we know

           4       these are relatively low-risk resources compared to the

           5       alternatives.

           6                 And lastly I'd like to leave the Chairman and

           7       Director Bakkal with a letter to Governor Snyder, signed by

           8       over a thousand USC supporters around the state calling for

           9       stronger and more ambitious clean energy standards.  So I

          10       will give that to you.

          11                 DIRECTOR STEVE BAKKAL:  Thank you, Steve.

          12                 Our next presenter is Mr. David Fein, Vice

          13       President of State Government Affairs representing Exelon.

          14                 Please join me in welcoming David to the stage.

          15                 MR. DAVID FEIN:  Good afternoon, every one.

          16                 My name is David Fein and I represent a company

          17       called Exelon.  We're based in Chicago, and we're a major

          18       energy supplier.  We are a national leader in the energy

          19       industry.  And just to give you a little bit of background

          20       about us and our size and our scope, we are in 47 states and

          21       the District of Columbia.  We've been here in Michigan

          22       serving customers with electricity since 2002; and we've been

          23       here serving natural gas back into the '90s.  So we're a big

          24       player in this industry.

          25                 I hear some people talk to us as these out-of-state
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           1       interests, but we're actually here in Michigan, investing in

           2       Michigan.  And I want to tell you a little bit about who we

           3       are, what we're doing here in the state.

           4                 We're providing the Chairman and the Director with

           5       a lot of data and information which I know is what you wanted

           6       in this presentation today.  I am not going to go through all

           7       the statistics and so forth.

           8                 But I want to leave you with this impression, and

           9       that is Michigan is debating its energy future much like many

          10       other states around the country have.  While there are many

          11       differences between Michigan and other states, these are

          12       issues that have been tackled by other states.  You've heard

          13       prior speakers talk about that, whether it's renewable

          14       policy, whether it's energy efficiency, whether it's

          15       restructuring of an old monopoly system like the gentleman

          16       from AEP talked about.  These are all challenges that other

          17       states have addressed.

          18                 My company is here to attest to the fact that it

          19       can work.  You can have all of those things even in a

          20       restructured competitive market place.

          21                 Just to talk about our investment here in the

          22       state, like I said we've been here for ten years.  We have a

          23       local office.  We pay taxes to the state.  And we have a very

          24       experienced energy team here physically located in the State

          25       of Michigan.  We are the largest supplier to customers and
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           1       the consumers in DTE territory, depending on how you define

           2       that term.  This data all comes from the Public Service

           3       Commission's annual report on competition.  And we've been

           4       here since the beginning.  We haven't left.  We haven't left

           5       our customers, even with a capped market we've stayed here,

           6       and helping those customers meet their energy challenges that

           7       they have in the future.

           8                 You don't hear a lot about gas competition because

           9       that's not really dealt with at the state level for the

          10       largest customers, just for the residential customers, but we

          11       have a significant presence in that market as well, in

          12       addition to selling power to municipal and electric

          13       cooperatives here in the state.

          14                 We're also a major player in wind generation here

          15       in Michigan.  And we list some of the projects here.  I heard

          16       the gentleman speak about the Holland project that was just

          17       awarded last week, that also involves our company.  So we're

          18       heavily invested here in the State of Michigan.

          19                 So what does electric restructuring mean?  What

          20       does this regulated and restructured market look like?  Well

          21       here are a few examples that I give regarding our utility

          22       affiliates in the Exelon family.  Three different states,

          23       restructured, separate companies, now just transmission and

          24       distribution utilities.  The generation piece, power plants

          25       that you heard about, spun off separate affiliated company.
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           1       That's what all of these three companies did at various

           2       stages of history through restructuring and in diverse cities

           3       like Chicago, Philadelphia and Baltimore.  And these

           4       companies are still vibrant companies, very much invested in

           5       the communities -- did we not pay the electric bill today?

           6       A little added ambience for this afternoon on a Monday.

           7                 Let there be light.

           8                 And what I want to talk about is the fact that

           9       competition was introduced, or the fact that the hundred year

          10       old monopoly utility was broken apart, does not mean that

          11       these types of companies don't make investments in the local

          12       infrastructure.

          13                 And as you can see by what's outlined in this

          14       chart, these three utilities continue to make very

          15       significant investments in infrastructure.

          16                 When you make investments in infrastructure on

          17       anything other than generation, all customers pay, regardless

          18       of whether you have competition or not.  Every customer is a

          19       distribution customer, and just about every customer is a

          20       transmission customer.  So those investments are still made

          21       regardless of the way you restructure a market potentially.

          22                 There is no uncertainty about the customers being

          23       there to pay for it because this part of the system stays

          24       intact, and those customers will always be utility customers.

          25                 Competition also can help enhance reliability on
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           1       the generation side.  You heard prior speakers talk about the

           2       regional grid that is here in Michigan, PJM and MISO both

           3       serve the State of Michigan.  These are national

           4       organizations that ensure the reliability of the grid system.

           5       They ensure that enough generation is on and available at the

           6       highest peaks of electricity usage.

           7                 And in these areas, you are seeing added resources

           8       to meet the demand that's out there.  They have requirements

           9       that there be a reserve, basically extra power needed for the

          10       most extreme weather conditions when the most electricity is

          11       used.  This still happens in a restructured market.

          12                 And in these three states where my company is from,

          13       you've seen over 25,000 megawatts put into the system.  All

          14       paid for by shareholders, none of it paid by ratepayers under

          15       the old monopoly model.  Power still gets built, generation

          16       facilities still gets constructed in these areas.

          17                 Not surprisingly, with competition and

          18       restructuring, you've seen a vast increase in the efficiency

          19       of these plants.  Hundred years of regulation, monopoly

          20       regulation, you were rewarded whether your plants worked, you

          21       get rewarded whether it costs 2 billion instead of 1 billion

          22       to build the plant.  Those cost overruns are born by all

          23       customers.  And in addition to that, in the old monopoly

          24       system, utilities could charge -- they get a return on that.

          25       So if they went to the regulator and they tell the chairman
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           1       it costs 2 billion dollars to build, it ends up costing 3

           2       billion, guess what?  They get the full 3 billion and they

           3       get whatever return that the regulators have allowed them to

           4       return.

           5                 So under that model, that's where you saw the high

           6       cost increases around the country.  In the competitor market,

           7       that's all on the backs of shareholders.  So you'd better be

           8       efficient because you have no one to run to to get your money

           9       if you do cost overruns.  And you've seen the increase in the

          10       nuclear fleet just in Illinois because of restructuring,

          11       pretty significant increase.

          12                 Behind our three utilities in our three states,

          13       what you're seeing is significant choices being made by

          14       customers who have that.  You heard Mr. Goss talk earlier

          15       about not having a choice here in Michigan, and over 10,000

          16       customers sitting in the queue.  That's a large number.  And

          17       it's our belief that's a fraction of the customers that would

          18       exercise choice if given the ability.  It's not a simple

          19       process, it's very detailed.  There are rules and

          20       regulations, you need a signed contract.  So I think that

          21       just scratches the surface on the demand.

          22                 This is an example of how these markets have

          23       developed in these states, 50 different suppliers, a hundred

          24       different residential product offerings.  And this isn't

          25       unique just to our utilities, we're seeing this happen all
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           1       across the country.  The statistics are out there, the

           2       statistics from various reporting agencies sort of tell the

           3       story that it is working, if you let it work.

           4                 It's not just about having a choice.  We understand

           5       that people want to save money.  You've seen statistics that

           6       tell the story a bunch of different ways.  I think you used

           7       the term, Chairman, slice it and dice it with statistics, and

           8       I think that's true.  You can see these numbers a lot of

           9       different ways.

          10                 All the data here that we're showing is based on

          11       EIA data and switching data.  A lot of different choices

          12       available.

          13                 I think the one that scares us the most and I think

          14       policymakers should take account of here in Michigan, is that

          15       if you just look at those customers sitting in the queue,

          16       you're looking at customers who are losing an estimated 170

          17       million dollars a year in reduced electricity costs that are

          18       out there in the market place, that because of an artificial

          19       10 percent cap they can't access.  And they can't preserve

          20       jobs, and add jobs.  We should be giving customers a choice.

          21                 Here you've heard others talk about Michigan rates,

          22       I won't belabor that.  It's a sad, sad story when the rest of

          23       the country is enjoying reduced rates because of reduced

          24       wholesale rates.  It's unfortunate, timing is everything, but

          25       this is what's being reviewed in this process and we welcome
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           1       that.

           2                 I want to leave you with this point.  Michigan is

           3       no different than these other states.  Michigan utilities can

           4       still invest in distribution, can still meet energy

           5       efficiency targets, renewable targets, support for low income

           6       consumers under a restructured competitive market environment

           7       just like you're seeing in all these other states, and just

           8       like our experience has shown in the three states in which we

           9       operate.

          10                 Thank you.

          11                 DIRECTOR STEVE BAKKAL:  Thank you, David.

          12                 Our last presenter before we take a break is Mr.

          13       Ken Sikkema, Senior Policy Fellow for Public Sector

          14       Consultants.  Please join me in welcoming Ken to the stage.

          15                 MR. KEN SIKKEMA:  Thank you, Steve.

          16                 Generally speaking you like to go last, except I

          17       realize that the length of my presentation is the only thing

          18       standing in the way of the rest of you getting to talk.  So I

          19       will be short.

          20                 I want to thank you, Mr. Director, Mr. Chairman,

          21       for this opportunity.  You are in the, as I understand it,

          22       the information gathering phase of this decision making

          23       process.  You've specifically mentioned you want information

          24       and data and studies, and I'm here to provide that.

          25                 Public Sector Consultants, we're a policy research
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           1       firm based in Lansing.  And we actually produced two reports

           2       on the issue of electric restructuring in Michigan.  The

           3       first one was done in 2006, and the second one was finished

           4       in 2007.  Both of these reports were precursors, if you will,

           5       to the 2008 Energy Reform Law.  And I'm not going to lay

           6       claim to saying that it was these two reports that in and of

           7       themselves led the Legislature and the Governor to adopt this

           8       law, but I would say that they contributed to what I would

           9       call kind of the intellectual foundation that led to the 2008

          10       Energy Reform Law.

          11                 In the 2006 report, we were asked to review and

          12       assess the six-year record of electric restructuring in

          13       Michigan which was created by Public Act 141 passed in the

          14       year 2000.  And the second report, Market Structures and the

          15       21st Century Energy Plan, we were asked if the 21st Century

          16       Energy Plan was in fact the goals that Michigan was striving

          17       to achieve, more capital investment, a greater commitment to

          18       renewable energy, and a greater commitment to energy

          19       efficiency, what type of market structure would enable the

          20       state to reach those goals.

          21                 And I'm resurrecting these two reports and bringing

          22       them back to your attention for the simple reason that if you

          23       go back and look at these reports, even though they're seven

          24       and six years old, they are very relevant today and their

          25       conclusions are relevant, given the questions you've posed
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           1       that you wanted answered.

           2                 Although time and events have changed, some of the

           3       specifics, for example we had an economic recession in 2008

           4       and 2009, the 21st Century Energy Plan envisioned the capital

           5       investment to be a new base load coal plant, the capital

           6       needs today have changed.  The natural gas prices, which are

           7       low today, were high back then.  But the fundamental issues

           8       of market structure, a need for capital investment, the need

           9       for renewables, the need for energy efficiency are back in

          10       front of us again, as every one knew they would be, and as

          11       the 2008 Energy Reform Law anticipated.

          12                 Very quickly, the conclusions of the 2006 report,

          13       as we begin to look at market structure again, the conclusion

          14       that we came to is that the hybrid market structure created

          15       by Public Act 141 was economically unsustainable.  It created

          16       an obligation to serve and a need for reliability imposed on

          17       some providers of electricity, but not others.

          18                 And in fact, that at the time competition itself

          19       did not really lower prices.  But Public Act 141 contained a

          20       number of subsidies, caps and credits, and that's in fact

          21       what lowered prices at the time.  And once they came off,

          22       prices went up.

          23                 The 2007 report, which was done after the Capacity

          24       Needs Forum and after the 21st Century Energy Plan was

          25       published by the Public Service Commission.  The 2007 report
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           1       looked at Michigan's future, the need for capital

           2       investments, a call for greater renewables, and a call for

           3       greater commitment to energy efficiency.

           4                 And our conclusion was that a regulated market

           5       structure provided the best environment for risk reduction,

           6       the risk reduction strategy necessary for Michigan's energy

           7       future.

           8                 Now I got two slides that dig a little deeper into

           9       the 2007 report.  One of the issues related to the

          10       relationship between capital investments and revenue

          11       predictability.  And we've already heard some discussion this

          12       afternoon about that.

          13                 Our report and our conclusion was that both retail

          14       and wholesale revenue predictability was necessary to ensure

          15       new capacity.  And specific capital investment needs are

          16       going to change.

          17                 As I mentioned, six years ago, we thought we needed

          18       a brand new coal plant in Michigan.  Our investment needs

          19       today are different.  There is new environmental regulations

          20       from Washington.  There is new capacity needed to replace an

          21       aging coal fleet in Michigan.  But the basic principle

          22       remains the same.  And that is the need for revenue

          23       predictability is critical if we're going to ensure capacity,

          24       particularly reserve capacity which is necessary for electric

          25       liabilities.
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           1                 In our last point that we mentioned in 2007, which

           2       is relevant again today, as you look at some of the states

           3       that have proceeded fully down the path of full deregulation,

           4       in order to achieve the reserve capacity that is necessary

           5       for their economy, for their future, they've actually had to

           6       create new government intervention mechanisms to ensure that

           7       that capacity gets built.

           8                 The second sort of big conclusion that we came to

           9       in that 2007 report is the issue of risk reduction.  And it's

          10       a phrase that, it's interchangeable with the Governor's call

          11       for adaptability and a no regress energy policy.

          12                 The fact of the matter is there isn't a person in

          13       this room that can predict the future.  You can't predict the

          14       future on gas prices, you can't predict the future on

          15       economic events, you can't predict the future on federal

          16       policy, and you can't predict the future on international

          17       events.

          18                 And it's important to realize that any energy

          19       policy that assumes that the current trends are going to

          20       continue is a highly risky energy policy.  We've already

          21       heard from the gentleman from the West Michigan Environmental

          22       Action Council about the value of stability over price

          23       volatility, and I would echo that gentleman's comments.  It's

          24       important, it's far more important to have stable prices that

          25       you can anticipate, and count on, then to have your economy
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           1       and ratepayers, whether they're industrial, commercial or

           2       residential, be subject to high volatility and prices.

           3                 And the last point on this slide is that a

           4       diversified electric generation portfolio, kind of all of the

           5       above, in whatever composition policymakers decide is the

           6       right composition, a diversified electric generation

           7       portfolio is the one that reduces risk.

           8                 Just two final conclusions.  This one I've already

           9       mentioned, but I want to emphasize it.  And that is that

          10       long-term energy policy based on current short-term trends in

          11       the market is inherently a highly risky policy.  Whatever the

          12       trends are today, they're going to change, we just can't tell

          13       in which manner or to what magnitude.

          14                 And finally, I would urge both the Chairman and the

          15       Director and the legislature to go back and look at these two

          16       reports because the fundamental findings and conclusions that

          17       were used to lead up to the 2008 Energy Reform Law, are still

          18       valid and still sound.

          19                 Thank you very much, I appreciate your time.

          20                 DIRECTOR STEVE BAKKAL:  Thank you.

          21                 That's concludes our formal presentation.  At this

          22       point let's take a ten-minute break and come back.  We do

          23       have a number of requests to speak so let's begin at 3:25.

          24       Thanks.

          25                  (At 3:15 p.m. went off the record.)
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           1                  (At 3:30 p.m. went on the record.)

           2                 DIRECTOR STEVE BAKKAL:  We need to get started.  We

           3       have approximately an hour-and-a-half left.  We do have to

           4       leave here at 5 o'clock.  There is going to be another event

           5       in this facility, which if everybody sticks to their time

           6       that they're allotted, we should be able to get through 30

           7       requests.  We do have about 45 requests to speak, so

           8       unfortunately we won't be able to get to all of them.  But

           9       we're going to give about three minutes per speaker.  We do

          10       have someone here in the front that will signal you when your

          11       time is one minute left.

          12                 Please adhere to your time.  There are a lot of

          13       people that drove quite a distance to come here to be heard,

          14       so we do ask that you adhere to that time.  The way that I

          15       will do this is I will call four speakers up at a time.

          16       Please remember the order that I call you up.  Come up to the

          17       front, and then just that first speaker can come right to the

          18       front, state your name, where you're from, any affiliation

          19       that you have, and then the next speaker will come up after

          20       they're complete.  And then I'll call up the next four after

          21       that.

          22                 Am I missing anything else?  Okay.

          23                 So our first four speakers are Duane Hagen, Jan

          24       O'Connell, Dale Shugars, and Tom Stacy.  If you can come up

          25       to the front at this point.
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           1                 And Duane Hagen, you can come up to the stage.

           2                 MR. DUANE HAGEN:  Thank you, Director, and

           3       Chairman.  I'm here to represent the IMP Customer Coalition

           4       For Electric Choice.  We are represented by American Axle

           5       Manufacturing, Internet Armstrong International.  I have a

           6       representative from the organization, Mr. David Castleline is

           7       here today from Armstrong International.  We also represent

           8       White Pigeon Paper and MPI Research in Mattawan, Michigan.

           9                 We want to address question 24.  From an economic

          10       standpoint, what is the impact on Michigan in jobs,

          11       infrastructure, supplier base and tax base provided under the

          12       current regulatory structure versus what could be expected

          13       from an open market system.  I have four points.

          14                 First point, inconsistent regulatory support of

          15       electric choice.  The current regulatory structure has

          16       resulted in inconsistent support of electric choice across

          17       the utilities in the state.  Among the interests of electric

          18       choice are the laws that are stated, I quote, to improve the

          19       opportunities for economic development, and to allow and

          20       encourage the Michigan Public Service Commission to foster

          21       competition.  However the businesses in the IMP Customer

          22       Coalition have been affected, or were effectively frozen out

          23       of electric choice in the I & M area due to regulatory

          24       rulings.

          25                 Number two, the financial harm to the IMP Customer
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           1       Coalition instead of economic development.  IMP Customer

           2       Coalition members in the Indiana-Michigan territory are

           3       paying 162,000 per year in electric choice implementation

           4       charges, but competitively priced power is not available due

           5       to I & M's price structure.  So in effect, we are paying for

           6       choice, yet have no choice.

           7                 If coalition members could purchase competitively,

           8       based on our calculations, annual savings would be about 2.3

           9       million dollars per year.  That is a significant amount of

          10       money to our organizations in employment and infrastructural

          11       improvements.  Such savings could contribute to expanding

          12       businesses, increasing production and facilities in Michigan,

          13       and adding to the economic developments, to the job base in

          14       Michigan.  The coalition represents 2500 employees in

          15       southwest Michigan, we would like to grow that.

          16                 Number three, policy implications.  Utilities are

          17       not harmed by electric choice, yet are a barrier to electric

          18       choice.  And what we have found is that utilities see

          19       significant savings in power costs from electric choice.

          20       Utilities may no longer have net stranded costs.  Utilities

          21       already recover implementation costs.  And electric choice

          22       provides an alternative to expensive new utility power

          23       plants.

          24                 My fourth and last point, current regulatory

          25       structure does not allow the capture of full economic
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           1       benefits of competition.  Customer savings and associated

           2       economic development are there to be had from competitive

           3       prices.  The current 10 percent cap means that all businesses

           4       do not have equal access to competitive price, as we have

           5       heard earlier today.  Therefore there are winners and losers.

           6       Current regulatory structure has not resulted in equal

           7       opportunity for competitive electric supply, practical not

           8       theoretically, across all utilities in the state.  And

           9       consequently opportunities for economic development are being

          10       lost under the current structure, but could be captured under

          11       an open market system.

          12                 We would encourage the Commission as it reviews the

          13       various rate structures for IMP to be very aware of the fact

          14       that there are companies who want to choose, try to choose,

          15       had to not choose, and are now back paying an increasing

          16       electrical charge as we look forward to the future.

          17                 Thank you so very much.

          18                 MS. JAN O'CONNELL:  Thank you to Commissioner

          19       Quackenbush and Director Bakkal.  Thank you much.

          20                 I am Jan O'Connell, I am with the Sierra Club

          21       Michigan Chapter.  I am their energy issues organizer and

          22       also their development director.  My points are going to

          23       touch on four of the numbers, seven, eight, thirteen and

          24       eighteen.  And I'd better read fast.

          25                 Increasing Michigan's use of energy efficiency and
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           1       renewable energy will create jobs, spark investment and

           2       launch new businesses in our state.  Michigan is only getting

           3       3.9 percent of its electricity from renewable sources.  Other

           4       Midwestern states are blazing far ahead of Michigan in

           5       renewable energy, with Iowa getting 23 percent.  Illinois has

           6       a 25 percent goal by 2025.  And nearly 30 other states have

           7       stronger renewable energy and energy efficiency goals than

           8       Michigan has.

           9                 I want to give a shout out to the City of Holland

          10       that is currently pursuing an energy efficiency pilot project

          11       started with retrofitting 90 to 100 homes, which would fall

          12       in line like dominos, turning Holland into a world-class,

          13       energy efficiency city.  It is hoped that projects like

          14       Holland will be cropping up all over Michigan, and

          15       successively moving our state away from the dependence on

          16       dirty fossil fuels and instead moving towards a clean energy

          17       future.

          18                 Specifically on wind, our state has enough wind and

          19       land to really increase Michigan's renewable energy use.

          20       Michigan has more than 54,000 megawatts of high quality,

          21       land-based, wind generation potential according to the

          22       National Renewable Energy Laboratory.

          23                 This would be nearly 12 times more than would be

          24       needed if we did move towards the 25 percent renewables by

          25       2025.  Meaning we need to harness only 8 percent of the
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           1       available land-based wind.

           2                 The Sierra Club strongly supports the development

           3       of wind energy because it creates good paying jobs, drives

           4       economic development, and will help transition Michigan off

           5       of dirty fossil fuel sources to a clean energy future.

           6                 The following key items that I'm stating here are

           7       in regards to the siting criteria for large scale wind

           8       turbines.  My oral comments here today is an abbreviated

           9       list, with more details shown in the written comments I'm

          10       submitting.

          11                 Appropriately sited wind can meet this need for

          12       local, clean, renewable energy that is smart for the

          13       environment and smart for our economy.

          14                 The Sierra Club supports the development of

          15       appropriately sited wind farms which avoid or minimize harm

          16       to wild life.  Wind developers should seek community input

          17       and conduct ecological studies in the advance of wind farm

          18       development.  Impacts to wildlife from wind turbines can be

          19       minimized by siting design and operational measures.

          20                 Developers should engage with wildlife agencies and

          21       local environmental groups early to determine whether sites

          22       have a high conservation value.  Wind turbines should be

          23       sited to avoid impacts to sensitive avian species.

          24                 Where equipment is sited and operated is important

          25       and can help minimize impacts to wildlife.  Not all areas are
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           1       suitable for wind development.  Biological surveys conducted

           2       by the U.S. Fish and Wildlife Service will determine if sites

           3       are suitable.

           4                 Michigan could generate 25 percent of its energy

           5       from wind alone, on 4600 acres of land.  The Michigan Public

           6       Service Commission noted that three wind parks in Gratiot,

           7       Huron and Sanilac Counties alone will contribute 150 million

           8       in economic benefits to Michigan.

           9                 The Sierra Club also supports distributed wind

          10       generation which has fewer siting concerns and also fits into

          11       the existing grid.  Thank you.

          12                 MR. DALE SHUGARS:  Good afternoon, my name is Dale

          13       Shugars.  I'm the Executive Vice President of the Home

          14       Builder's Association of Greater Kalamazoo.

          15                 First of all, I appreciate you giving us this

          16       opportunity, Mr. Chairman and Director.

          17                 We're, our board of directors has supported the

          18       Public Acts of 2008.  We support reliable, affordable and

          19       diverse sources of energy.  We really appreciate Consumers

          20       Energy.  In the last few years geothermal has become a very

          21       important part in saving energy costs and very efficient, and

          22       the changing of the methodology of hooking up has been a

          23       challenge at the beginning.  And they've adapted well and we

          24       appreciate that.

          25                 Our builders are very much focused on green
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           1       building and energy efficiency.  We obviously appreciate the

           2       Five Star HERS ratings of third-party raters, that type of

           3       thing.

           4                 And I'd like to leave with a couple of ideas that

           5       haven't been mentioned.  One is that we all know how the

           6       automobile industry manufacturers use miles per gallon for

           7       buying cars.  If we developed some type of methodology or

           8       model for buying homes that would tell us what the energy

           9       usage, assuming a number of things, for each house, if it's

          10       $150 a month, or 100, that the consumer would be better

          11       informed, and they'd be more apt to buy homes that are more

          12       energy efficient.

          13                 And if it's an older home, as the one presenter

          14       talked about, two-thirds of the homes were built before 1980

          15       where there is less emphasis on energy efficient windows and

          16       materials and energy furnaces and that type of thing, that

          17       that would help the builders and the remodelers to upgrade

          18       the older homes.  So we would encourage that type of market

          19       change.

          20                 Also, the last thing I'd like to say is that if the

          21       banks would utilize more of the savings of utilities, like in

          22       their debt ratio of monthly payments and that type of thing,

          23       the investments in upgrades for energy efficient appliances

          24       or thicker walls or better insulation, those types of things,

          25       they could be invested because it would be, monthly payments
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           1       would actually cover those increased investments.

           2                 So I just wanted to leave a couple of those ideas

           3       with you.  And the overall conclusion is that our board of

           4       directors support what the legislature did in 2008.  We'd

           5       like to continue that type of model.

           6                 Thank you for being here.

           7                 MR. TOM STACY:  Hi.  My name is Tom Stacy.  I'm a

           8       member of the ASME, American Society of Mechanical Engineers'

           9       National Energy Policy Committee.  However this presentation

          10       does not necessarily reflect the views of the ASME, or their

          11       energy policy committee, or its members.

          12                 Good afternoon, Commissioner Quackenbush, and

          13       Director Bakkal.

          14                 The positives of this presentation is that Michigan

          15       has the opportunity to recognize and correct a legislative

          16       mistake made in the past.  I'm speaking of a particular

          17       problem that potentially threatens the state's private sector

          18       competitiveness, and which could possibly go unnoticed and

          19       uncorrected for years to come.

          20                 Michigan's PA295 renewable energy mandate, as it

          21       applies to wind is financially accountable to the claim that

          22       new wind is cost competitive with new advanced coal energy

          23       with carbon capture and storage.  This implies that wind

          24       energy is a direct substitute for all of the cost and benefit

          25       components of that coal and electricity, specifically fixed
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           1       and variable costs and capacity and energy benefits.

           2                 And this implication is false.  Because wind

           3       energy -- wind, as a fuel, cannot be inventoried and kept at

           4       the ready to convert to electricity on human command.  Wind

           5       projects are built in addition to, not in place of, the fixed

           6       costs of coal and other dispatchable plants, whose

           7       reliability and performance to human command ranks

           8       statistically well above 95 percent on a plant-by-plant basis

           9       over time by MISO and PJM rules.

          10                 So the U.S. Department of Energy Information

          11       Administration publishes levelized costs of electricity

          12       projections five years out in their annual energy outlook.

          13       And this is a graphical representation of those from the 2011

          14       report.

          15                 Last year, the following warning was added to that

          16       report's introduction and footnotes.  And that warning says,

          17       since load must be balanced on a continuous basis, load being

          18       demand, units whose output can be varied to follow demand or

          19       dispatchable technologies generally have more value to a

          20       system than less flexible units, or nondispatchable

          21       technologies, or those whose operation is tied to the

          22       availability of an intermittent resource.

          23                 So levelized costs for dispatchable and

          24       nondispatchable technologies are listed separately in tables

          25       one and two because caution should be used when comparing
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           1       them to one another.

           2                 A report introduced this winter called The Hidden

           3       Costs of Wind Electricity by Dr. George Taylor and Tom Tanton

           4       examines the question in a simple and valid accountable way,

           5       the question being what does the EIA mean by caution should

           6       be used when comparing intermittent technologies with

           7       dispatchable technologies.  That report is accessible at

           8       ATInstitute.org.

           9                 One more note here, on the levelized cost of

          10       electricity slide.  Note that none of these sources listed by

          11       the EIA as electricity sources, rely on the technology or

          12       refer to technologies that would consume imported crude oil.

          13                 So following the methodologies used in the record's

          14       hidden cost report, I'll highlight the EIA's published costs

          15       of only wind and coal as this is essentially what Michigan's

          16       PA295 uses to justifies wind's economy in the renewable

          17       mandate language.

          18                 Zooming in on these costs we see that levelized

          19       cost of energy from a coal plant is made up of levelized

          20       capital costs.  The cost to build the plant, or the mortgage

          21       payment if you will over the plant's expected life span,

          22       that's shown in blue in these charts.  It is also made up of

          23       the fixed operations and maintenance costs that must be done

          24       regardless of how much electricity the plant does or does not

          25       produce over time, that's shown in red.
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           1                 Then there is the fuel and variable operation and

           2       maintenance costs together, which is associated with how much

           3       electricity the plant produces.  And most of that cost for

           4       natural gas and coal plants is the fuel.  That's shown in

           5       green.  And finally the cost of new transmission lines to

           6       transport electricity from the plant to electricity consumers

           7       shown in violet.

           8                 So what does wind energy replace of the broken down

           9       costs of coal electricity?  All of them?  On the contrary.

          10       Wind is not a complete substitute for coal electricity

          11       because whether existing or new, all of the coal plants or

          12       some other equivalent capacity-bearing dispatchable plants

          13       are still needed to deliver electricity in either steady base

          14       load or flexible-load-following capacities, neither of which

          15       wind can deliver.

          16                 Because we have, we must have dispatchable

          17       resources to keep the grid operational, capital costs of, in

          18       this case coal or some other dispatchable plant, must be

          19       added to the cost of wind to create a hybrid resource that

          20       supplies both energy and capacity.  So we've moved the

          21       levelized capital cost of coal over on top of the cost of

          22       wind.

          23                 So also the fixed operation and maintenance costs

          24       that keep the dispatchable plant, coal or gas plant able to

          25       perform if and when it's called upon, and of course the
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           1       transmission costs or the dispatchable plant cannot be

           2       replaced by wind either.

           3                 DIRECTOR STEVE BAKKAL:  Can you wrap this up?

           4                 MR. TOM STACY:  Pardon me?

           5                 DIRECTOR STEVE BAKKAL:  Can you wrap this up?

           6                 MR. TOM STACY:  Yeah.

           7                 So what can wind replace?  Well wind can save some

           8       fuel, the green part left on the left, and possibly some

           9       variable maintenance and operation expense.

          10                 So now we see the only two valid cost comparisons

          11       between wind and coal are either you add all the fixed

          12       components of the coal plant to the wind and compare it to

          13       the full cost of coal, or you are looking at just the cost of

          14       wind compared to the cost of the fuel only that it saves.

          15                 So now we see the only two -- those are the only

          16       two valid cost comparisons.  For that reason, PA295's cost

          17       comparison between wind and advanced coal is not based on

          18       solid economic logic, and so deserves serious

          19       reconsideration.  Thank you.

          20                 DIRECTOR STEVE BAKKAL:  Our next four speakers are

          21       Maynard Kaufman, Anne Marie Hertl, Michael Youngblood, and

          22       Art Toy.

          23                 MR. MAYNARD KAUFMAN:  I'm Maynard Kaufman and my

          24       statement is about renewable energy on the household level.

          25                 Many people seem to think that renewable energy

                     O'Brien & Bails Court Reporting and Video - 1.800.878.8750

                                         96
�




           1       from wind and sun does not work in Michigan.  I'm going to

           2       argue that it does.  My wife and I built a new house in 2001

           3       and did not have it connected to the electrical grid.  In the

           4       twelve years since then, we have enjoyed a normal life in the

           5       house, powered almost entirely with renewable energy from

           6       wind and sun.

           7                 It is important to recognize that these are

           8       complimentary sources of energy.  When it is cloudy, the wind

           9       is more likely to blow; and in winter when the sun is low, it

          10       is also more windy.  And one advantage of a warming client is

          11       that the wind is stronger and more dependable, the only

          12       advantage.

          13                 Because we use as many energy efficient appliances

          14       as possible, the renewable energy system we installed is

          15       relatively small.  Electricity is provided by a 1,000 watt

          16       array of photovoltaic panels mounted on a tracker which keeps

          17       them facing the sun when it shines.  Two wind turbines rated

          18       at 1,000 watts each provide electricity when the sun does not

          19       shine.  An inverter changes the direct current from where it

          20       is stored in the batteries to alternating current for most

          21       household use and lights.

          22                 The house, which is very well insulated, can be

          23       heated with warm water circulating in tubes in the concrete

          24       floor, with a wood burning masonry stove which is fired only

          25       once a day or less, and by many south facing windows.  Water
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           1       for household use is heated by flat plate collectors mounted

           2       on the south wall of the house, and by a loop inside of the

           3       masonry stove.

           4                 A propane fueled water heater rarely switches on,

           5       but propane is used for the cook stove.

           6                 My wife and I chose to invest in renewable energy

           7       because burning fossil fuels for energy is warming the

           8       climate, and because energy from nuclear power is too

           9       dangerous.  We did not expect to save money, although we may

          10       eventually.  Our system has delivered dependable power with

          11       no outages and we expect it will continue to do so for

          12       another 12 years.

          13                 The battery bank was replaced after ten years of

          14       service, but other repairs have been minor.

          15                 Although I do not think that net metering was

          16       available when we installed the system, I think it is good to

          17       be connected to the grid and to share the surplus of

          18       renewable energy and to save the cost of the battery bank.

          19       Some people however complain that the utilities seem

          20       reluctant to accept renewable energy and make it a difficult

          21       process.  We hope the Michigan Public Service Commission

          22       continues to facilitate the process of accepting renewable

          23       energy from homeowners on the grid.

          24                 MR. MICHAEL YOUNGBLOOD:  I am not Anne Hertl, if

          25       you're wondering, she had to leave.
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           1                 I'm Michael Youngblood, and I'm with Well Home.

           2       Well Home is a home performance company that operates here in

           3       Michigan.  We work directly with homeowners to help them save

           4       on their energy consumption and also making their houses more

           5       comfortable.  We're also a Masco Corporation company.  Masco

           6       is a Fortune 500 Company headquartered right here in

           7       Michigan, home of Delta Faucets and Behr Paints and things of

           8       that nature.

           9                 Today I wanted to talk about question 10 that was

          10       given to us.  Given current technology how much energy

          11       efficiency is technically feasible in Michigan and what is

          12       the remaining cost effective energy efficient potential in

          13       Michigan?  I was going to spend some time talking about our

          14       existing housing stock, but Marty Kushler has already covered

          15       that.

          16                 But just a couple points, we have over 4 million

          17       households in the State of Michigan.  The majority of those

          18       were built before energy codes of 2008.  Some of the

          19       information that he cited from some reports that were made by

          20       the Michigan Public Service Commission we wholeheartedly

          21       agree with because we're in homes as Well Home on a daily

          22       basis seeing customers in the Southeast Michigan and also the

          23       West Michigan area.

          24                 I want to share with you briefly some results from

          25       a study, a pilot study that we did with DTE a couple years
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           1       back.  Well Home worked directly with DTE on a hundred home

           2       pilot in 2010.  The details of the program, we engaged with

           3       customers.  There was some additional incentives available

           4       based on energy savings that were achieved.  So in other

           5       words if you -- if we were able to prove through DOE approved

           6       energy modeling, energy savings, the higher the energy

           7       savings was, a more significant incentive would come from DTE

           8       as a result.

           9                 Also there was low interest financing.  When I say

          10       low interest financing, 7 percent interest rate financing

          11       through Michigan Saves as well available to these customers.

          12       But the program objective was to prove out a whole-home

          13       concept by evaluating energy savings, program costs, customer

          14       response, marketing effectiveness, and financing uptake, and

          15       customer satisfaction as well.

          16                 Of the pilot program, we actually ended up engaging

          17       with 106 customers who had improvements made through this

          18       program.  The average age of the home was 1965.  The average

          19       utility usage, I'm going to summarize here because I'm

          20       running low on time.  The gas bills on average were $1302 per

          21       year, and the electrical bills per year were 1,116 on average

          22       for these 106 homes.  Summing those together it was about

          23       $2400 annually for our average customer in this program.

          24                 We were able to, with this program, save our

          25       customers an average of 20.7 percent on their whole home
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           1       energy savings, for the whole home energy use annually.  So

           2       that equates to 32.6 MMBTUs, and collectively for all 106 of

           3       these homes, 3455 MMBTUs totaling all those together.

           4                 As a result, that is about $500 per year per each

           5       one of these customers.  The improvements that were used in

           6       this program, 92 percent of these used general air sealing,

           7       88 percent used attic insulation or purchased attic

           8       insulation through this program.  Furnaces was 61 percent,

           9       hot water heaters 33 percent, rim joist insulation 32

          10       percent, air conditioning 22 percent, crawl space or floor

          11       insulation 18 percent engaged in that improvement, wall

          12       insulation 8 1/2 percent, windows 4 percent.  The reason I

          13       listed that out is because I wanted to emphasize that these

          14       were significant deep retrofit improvements.  This was not

          15       light bulbs, things like that.  These were tangible energy

          16       savings.

          17                 The three main things that made up the bulk of the

          18       energy saved through these improvements were, the three mains

          19       ones were air sealing, insulation and furnace upgrades.

          20                 In conclusion, the need for significant energy

          21       efficient upgrades on our existing household stock is

          22       critically important.  That said, as shown from this pilot

          23       study program, significant and tangible energy savings can be

          24       gained through a well-run energy efficient program with

          25       existing technology solutions such as air sealing.  It's been
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           1       around forever, attic insulation of course, and then of

           2       course HVAC improvements.

           3                 Customers are more willing to participate in this

           4       type of a program when there are incentives available to them

           5       through programs like Home Performance With Energy Star and

           6       Consumers Energy, DTE's Whole Home Performance Program, the

           7       Better Buildings For Michigan Program and of course, Michigan

           8       Saves financing and other programs of that nature.

           9                 Customers are also more inclined to engage in

          10       programs like this if there is a trusted entity.  I'm not

          11       saying that Well Home or Masco is an untrusted entity, but

          12       we're a private company.  So when we can partner with

          13       Consumers Energy, or with DTE, or with the State of Michigan

          14       through the Better Buildings For Michigan Program and other

          15       programs like that, it's a big plus for contractors like Well

          16       Home.

          17                 And then lastly, easily accessible financing

          18       options are hugely important as well.  In that particular

          19       study that I mentioned, 27 percent of the people partook in

          20       an energy savings loan.

          21                 Again, I'm Michael Youngblood.  Thank you for your

          22       time.

          23                 MR. ART TOY:  Thank you.  I would like to thank the

          24       Michigan Public Service Commission and Energy Office for

          25       hosting this public forum on Michigan's energy future today.
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           1                 My name is Art Toy.  I am the president of Four

           2       Elements Energy.  Our firm designs and installs renewable

           3       energy systems.  I'm here today to present the commission

           4       actual real world data for solar photovoltaic array located

           5       in Southwest Michigan, not far west of here, of Kalamazoo.

           6                 The system in question is at my home in Lawrence,

           7       Michigan, just north of the I-94 mile marker number 51.

           8                 I ask the audience and the commission to turn their

           9       attention to the screen which shows by month the amount of

          10       electrical power generated at my home from February 2011, to

          11       February of 2013.

          12                 In the first 12 months of operation the system

          13       generated 6,923 kilowatt hours of power, and in the second

          14       year of operation 7,639 kilowatt hours of power.  The major

          15       difference is weather conditions impacted the system

          16       performance being that the summer of 2011 was cloudy, and

          17       rainy, while the summer of 2012 was hot and dry.

          18                 The electrical power generated is roughly

          19       two-thirds of our family's yearly electrical usage.  What I

          20       wish to convey to every one in this presentation is the fact

          21       that solar does work year round, even in areas which

          22       experience significant lake effect snow and overcast

          23       conditions such as we have along our state's lakeshore.

          24                 What I'm doing with this data is dispel the

          25       perception that solar electric power does not work in
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           1       Michigan, and especially so in areas of overcast and heavy

           2       snowfall.  As this presentation demonstrates, solar electric

           3       power generation does indeed work in southwest Michigan and

           4       is a viable and valuable energy source for our state, even

           5       the lake effect and overcast areas of the west side.

           6                 Finally, as for the perceived issue of storage

           7       during low light/low wind, or no light/no wind conditions, I

           8       would like to remind every one of a tremendous and unique

           9       resource that is right here in Michigan, that being the

          10       Ludington Pumped Storage Facility.  This facility is

          11       currently being used to store excess power being generated by

          12       our nuclear power plants in Michigan during low load

          13       conditions.  In other words, we are even now solving our

          14       electric storage issues of human command on dispatch instate.

          15                 With that said, I would like to thank the

          16       commission and the audience for your attention.

          17                 DIRECTOR STEVE BAKKAL:  Thank you.

          18                 Our next four speakers are Benjamin Brown, Junior,

          19       Dan Alway, Sister Virginia Jones, and Martin Stone.  If you

          20       guys can come up to the front.  And Benjamin Brown can come

          21       up to the stage here.

          22                 Also remind everybody, if you don't have a chance

          23       to speak today, post your comments on the web.  There is no

          24       different weight given to public comments versus what's

          25       provided on the web.
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           1                 MR. BENJAMIN BROWN, JR.:  Thank you very much for

           2       this opportunity to speak.

           3                 I speak as a private citizen who became fascinated

           4       with renewable energy many years ago because I didn't see

           5       anything happening in Michigan.  From that, I volunteer now

           6       and pay on my own dollar to teach people about solar cooking

           7       in Michigan year round, but that's a little bit esoteric.

           8                 I'd like to discuss some of the data and studies

           9       that I've submitted.  And so I'm just going to be reading

          10       this in the interest of time.

          11                 In terms of base load, with wind power, according

          12       to studies from Stanford University, and I have that in the

          13       papers I've given, you can have a predictable, reliable, 47

          14       percent of the wind power generated as a predictable base

          15       load that companies and utilities can depend upon.

          16                 Also in terms of speed of creating wind generation,

          17       UC Berkley noted that Germany, in five years, went from no

          18       discernible wind power for the country's generation, to 25 to

          19       50 percent of wind power generated at peak from just wind.

          20                 So we do have better -- we have much better

          21       potential than Germany does, who is getting a significant

          22       portion of their electric.  I would encourage our RPS to be

          23       significantly higher.

          24                 It's cheaper to save fuel than to pay for fuel,

          25       which we heard earlier.  An efficiency investment recently
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           1       made to the Empire State Building demonstrates a rate of

           2       return far faster than expected saving 2.4 million dollars in

           3       energy costs in a single year during their first year, which

           4       was far better than they expected.

           5                 Also, in terms of studies here, power companies in

           6       multiple instances have underestimated the potential for

           7       renewable energy to benefit their bottom line, their survival

           8       and profit, as well as benefit their customers.  So that's

           9       just an additional comment.

          10                 I have many more comments on the notes that I've

          11       submitted.  But also for me personally, I am the third

          12       generation, perhaps last generation of black farming family

          13       in South Haven.  Having renewable energy, even wind turbines

          14       would help, as it's helped many farmers in Iowa and many

          15       farmers who have wind turbines on their property, not to

          16       replace income, but to allow investment so that you can keep

          17       your family farms.

          18                 So I see that as another option and opportunity for

          19       us.  Thank you very much.

          20                 DIRECTOR STEVE BAKKAL:  Dan?

          21                 MR. DAN ALWAY:  Good afternoon, my name is Dan

          22       Alway.  I'm a graduate of this fine institution, Western

          23       Michigan University in manufacturing.  Also I have an

          24       associate degree from Kalamazoo Community College in drafting

          25       and design.

                     O'Brien & Bails Court Reporting and Video - 1.800.878.8750

                                         106
�




           1                 I'm an NABCEP certified solar PV installer, also

           2       part owner of Four Elements Energy that's an installer of PV

           3       and other renewable energy systems.  I also was an owner and

           4       operator of a small business that made solar powered

           5       refrigerators for off-grid homes.

           6                 I want to just give you a little information about

           7       what solar is and what it can do because we kind of walk away

           8       from that just a little bit.

           9                 Let's talk about one solar panel, typically 250

          10       watts.  It's about three-and-a-half feet, a little less than,

          11       by five-and-a-half feet.  If you want to see one Western

          12       Michigan University has a large array of over 100 panels next

          13       to Miller Auditorium.

          14                 In bright sunlight this means this 250 watt panel

          15       is equivalent to the usage of five fifty-watt light bulbs, or

          16       16 15-watt compact fluorescents.  And that's in Michigan,

          17       that's the output in Michigan.  And that information came

          18       from some sites that we have and from, also from Western

          19       Michigan University's other installations.  The average is

          20       about 1.3 kilowatt hours per watt.  It may not be meaningful,

          21       but compared to the rest of the world it isn't too far off

          22       what you might be getting in Florida or Arizona.

          23                 The output from one of these panels can run a

          24       plug-in hybrid such as a Chevy Volt about a thousand miles a

          25       year.  Over the 40-year life of the solar panels, it would be
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           1       about 40,000 miles.  That's off of one solar panel.

           2                 That is equal to about or something over a thousand

           3       gallons of gasoline over its life, which in today's dollars

           4       or today's gas prices is about $4,000.

           5                 Now we can have a choice there.  We can spend that

           6       $4,000 buying gas or more as the price goes up; or we can

           7       spend about $750 or less, depending on how big the

           8       installation is, to put up the solar panel and then use the

           9       $4,000 in our communities to do, to spend like what's called

          10       slow money, which is money that's spent in the community and

          11       remains in that community to be bought and passed around to

          12       different people as they, as the money goes, whether it be

          13       buying food or artwork, let's say from local artists or

          14       whatever, keep that money in the community.

          15                 And that creates jobs in our communities as opposed

          16       to sending the money, three-quarters of it as we said out of

          17       the state because we don't do much with gas.

          18                 Time to conclude it says, okay.  The biggest way to

          19       promote this in the state, the best way, the fastest way, the

          20       tested way is a feed-in tariff, and Michigan has had a

          21       successful feed-in tariff in the past.  It wasn't limited.

          22       The new feed-in tariff that Consumers Energy has out there is

          23       very limited and is hurting our industry, so I would like

          24       them to have an unlimited feed-in tariff and make this go in

          25       state.
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           1                 And what it's all about is, what solar is all about

           2       is about jobs.  It's about clean air, and it's also about

           3       jobs.  It's about clean water, and it's also about jobs.  And

           4       it's for a better quality of life and a better Michigan,

           5       thank you.

           6                 DIRECTOR STEVE BAKKAL:  Sister Virginia?

           7                 SISTER VIRGINIA JONES:  Thank you, Mr. Chairman and

           8       Mr. Director.  I appreciate the opportunity to speak today.

           9       I'm Sister Virginia Jones, a member of the Sisters of St.

          10       Joseph here in Kalamazoo.  However I'm speaking today as a

          11       citizen concerning about Michigan's energy future.

          12                 I applaud the Governor for establishing these

          13       forums and for listening to the people of Michigan who

          14       overwhelmingly believe that our state should continue to

          15       increase investments in renewable energy and energy

          16       efficiency.  More questions need to be addressed during this

          17       discussion.  There is a notion of cost benefit analysis as it

          18       relates both to current energy production and renewable

          19       energy.

          20                 I want to encourage the Governor and the Commission

          21       to look beyond the traditional approach to cost benefit

          22       analysis, which is very short term.  I'd encourage you to

          23       look rather to the long term so that you can include other

          24       kinds of concerns in cost discussions.

          25                 Of course one focus of such analysis needs to
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           1       discuss issues related to jobs and the immediate economic

           2       impacts of the decisions on plans that are implemented.  I

           3       urge you to consider as well the long-term consequences that

           4       relate to public health, and what I would call social

           5       justice, that is the quality of life for all of our citizens.

           6       We know that 60 percent of Michigan's electricity comes from

           7       dirty and outdated coal plants that emit dangerous levels of

           8       mercury and other toxins, causing lung disease, heart

           9       problems and even premature death, and that our children and

          10       senior citizens are most vulnerable to this dangerous

          11       pollution.  The costs related to their healthcare and the

          12       burdens of their ill health that they bear as a result of

          13       this should be considered as any part of a cost benefit

          14       analysis.

          15                 As a person who has suffered from high mercury

          16       levels in my body for a number of years, I am very, very well

          17       aware of the burden of pain and suffering and cost related in

          18       trying to deal with those kinds of issues, and I'm just one

          19       person.  And I'm just one person.

          20                 It is time that we make public health and the

          21       social consequences of our decisions, part of our energy

          22       discussions.  A long-term energy plan that includes more

          23       renewable energy and energy efficiency can help address these

          24       concerns.

          25                 In addition, whatever steps we take as we plan for
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           1       our energy future, should also take into consideration the

           2       impact of the methods of energy generation on our other

           3       natural resources, especially our waters.  We can not afford

           4       to pollute this valuable resource which is so vital to life

           5       itself.

           6                 Thank you for this opportunity to present this

           7       perspective which is shared by many in the faith community.

           8                  MR. MARTIN STONE:  I'd like to thank the

           9       Commission for holding these hearings and giving me the

          10       opportunity.

          11                 My name is Martin Stone.  I'm the recently retired

          12       president of the Amalgamated Transit Union Local here in

          13       Kalamazoo, representing the transit workers.  We represent

          14       transit workers in the United States and Canada.

          15                 Investment in public transportation is a big

          16       opportunity to increase energy efficiency.  I'm here today

          17       because I care about a better future for our state's economy

          18       and environment for my own and future generations.

          19                 A pro-growth agenda in Michigan that diversifies

          20       our energy supply and creates jobs, must include renewable

          21       electricity in maintaining and expanding clean energy

          22       investments that have already opened the door to make

          23       Michigan a powerhouse in the renewable energy and renewable

          24       energy manufacturing sector.

          25                 I'm here to respond to the question, how much
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           1       renewable energy will be operational in Michigan by the end

           2       of 2015?  What is the total dollar amount of Michigan's

           3       renewable investment to date and expect to be when the 10

           4       percent goal is reached in 2015?

           5                 Renewable energy holds tremendous promise for

           6       Michigan.  The manufacturing industry especially can benefit

           7       from investments.  Nationwide more than 300 clean energy and

           8       clean transportation projects that are expected to create

           9       110,000 jobs were announced in 2012.  This is why we need to

          10       expand our commitments to expanding renewable energy in our

          11       own communities.

          12                 All but three of Michigan's 72 utilities are on

          13       track to meet the target requiring electric utilities to

          14       generate at least 10 percent of their energy from renewable

          15       sources by 2015, according to a National Resource Defense

          16       Council report.  There are currently 121 companies that

          17       supply wind components employing 4000 workers.  The state has

          18       26 additional wind projects announced and under -- or under

          19       development which will amount to an additional 3000 megawatts

          20       if all projects come up to fruition.

          21                 21 companies in Michigan manufacture components for

          22       the solar market employing 6300 workers.  Michigan's

          23       renewable energy standard has resulted in 1.79 billion in

          24       investments through 2012.  These hearings are highlighting

          25       the important fact that we should renew efforts to expand
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           1       investment in renewable energy.

           2                 Initiatives that continue to promote the

           3       development of clean energy, renewable energy, must continue

           4       to be a priority.  Expanding renewable energy can help to

           5       clear the obstacles blocking our way to even more progress

           6       and keep the American economy on steady ground.

           7                 Thank you.

           8                 DIRECTOR STEVE BAKKAL:  Thank you.

           9                 Our next four speakers are Michelle Rison, Brett

          10       Little, Samuel Fields, and Chad Jones.  If you could come up

          11       to the front, please.

          12                 And Michelle Rison, come up to the front right now.

          13                 MS. MICHELLE RISON:  Thank you.  I'm Michelle.  I

          14       partook in the first graduating class in Michigan Tech's

          15       Environmental Engineering Program some 22 years ago.

          16       Environmental illness has become recognized since the

          17       environmental engineers came to be.

          18                 Most have heard of chemical sensitivities or sick

          19       building syndrome.  Today I will speak about

          20       electro-hypersensitivity or EHS.  My focus is health, safety

          21       and cost.  I'm inspired to speak of my personal situation

          22       after Cary Shineldecker shared his family's tragic experience

          23       with the Mason County Wind Farm at the Grand Rapids Forum.

          24                 For many of you EHS is a new term.  EHS is related

          25       to electromagnetic radiation.  Electromagnetic radiation is
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           1       unseen, surrounds us, and is known as electro-smog.  Most

           2       have never considered that electro-smog can be felt or affect

           3       one's body.  One doesn't consider something electrical when

           4       they are tired, feel less than stellar, or when their mind is

           5       discombobulated.  Try noting this potential connection

           6       sometimes.

           7                 Let us speak of health.  Our bodies are electrical

           8       in nature.  We have an explosion of electrical-brain related

           9       illnesses such as Alzheimers, autism, ADD, MS and depression.

          10       We have mystery illnesses such as fibromyalgia, chronic

          11       fatigue syndrome, and brittle diabetes, and a rise in cancers

          12       including the brain and prostate areas, most near our cell

          13       phones.  Please see the Bio-Initiative Report of 2012.

          14                 We're also a country of sleep deprived individuals.

          15       Who here, with a show of hands, falls asleep easily and

          16       unaided, stays asleep, and awakens happy, alert and refreshed

          17       each morning?  Have you considered your sleeping

          18       environments?  Do you recall camping as a kid, away from

          19       everything and how well you slept?  Was it the fresh air or

          20       the lack of all things electrical?

          21                 Consider where you sleep now.  Are you near your

          22       electric meter service panel?  Do you have water or gas pipes

          23       beneath you that could carry electrical anomalies?  How about

          24       furnaces or AC units, cable, TV, wi-fi or satellite?

          25       Consider what techno gadgets are on, baby monitors, DECT
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           1       phones, cell phones, computers, television, CFL lights and

           2       even some LEDs.  All of these emit electro-smog, I challenge

           3       you to explore unplugging for the next four weeks to see if

           4       your sleep patterns change.

           5                 I have one minute left, okay.  I'll talk about my

           6       personal situation.  Anomalies exist such as stray voltage,

           7       current, frequencies, electrostatic charges, sparking, and

           8       impulses and are present on electric, gas, water, cable, and

           9       tele-utilities.  These are grid issues that are not being

          10       addressed.  Smart Meters will only compound this.

          11                 These issues are present at my home and in my

          12       neighborhood.  I can sense these anomalies and feel them

          13       throughout my body.  The electric company considers this

          14       normal.  What the utility deems as normal has kept me from

          15       living in my home for the better part of three years.

          16                 Which leads to my personal health circumstances.  I

          17       actually had the power removed from my property and lived

          18       without it for six months.  Electricity is precious.

          19       Refrigeration is a Godsend.

          20                 I became electro-sensitive because of electrical

          21       anomalies present at my home.  I had been unable to sleep for

          22       more than a few hours a night for months on end.  My body

          23       sizzles and shakes when in a sensitized state.  I can sense

          24       impulses that put me in a continual state of terror at a

          25       cellular level.  My mind is affected.  EHS is absolutely
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           1       intolerable.

           2                 I've been hospitalized some ten weeks of the past

           3       six months.  The bill to my insurance company for the first

           4       hospital stay was $64,000.  I have yet to receive the second.

           5       What a burden to our healthcare system.

           6                 I stopped counting at 18 back in November how many

           7       times I've moved since June.  I stopped counting at 100,000

           8       what this has cost me out of pocket.

           9                 I recently found two therapies that have helped.  I

          10       have had my metal mercury fillings removed, and now have my

          11       memory erased every other week with electroconvulsive shock

          12       therapy so I can continue to walk this planet.

          13                 There are many like me.  My question to this forum,

          14       is it truly cost effective to exchange our health for real or

          15       perceived energy savings?  Before we move any further, we

          16       need to consider the health effects of what already exists

          17       and any new technologies we plan to add.

          18                 I'm one of Nick's externalities that he spoke of.

          19       Thank you.

          20                 MR. BRETT LITTLE:  Hi, my name is Brett Little and

          21       I am the executive director at the Alliance for Environmental

          22       Sustainability.  We are a nonprofit located in Grand Rapids,

          23       Michigan that serves the midwest in high performance home

          24       education, consulting and third-party verification.

          25                 One of the quick things I want to go over here is
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           1       that most of these debates are between what I would say

           2       energy generation, big fossil fuel versus big wind is really

           3       what we see here.  And so I want to kind of bring energy

           4       efficiency to the conversation.  Energy efficiency is usually

           5       not very sexy.  It's something that you can't see.  So it's

           6       something that's important that we need to focus on and have

           7       that conversation around it.

           8                 Again, we've done consulting and studies and

           9       research on over a thousand homes that we've helped to

          10       retrofit, remodel and build new to higher energy efficient

          11       standards.  And based on our research and some studies I've

          12       done on my own house, we've come up to the conclusion that

          13       you could invest 20 to $40,000 in what I would say is a

          14       moderate residential energy upgrade and save 50 percent in

          15       your energy, gas and electric.  You could spend 50 to 100,000

          16       in what I would call deep energy retrofits saving you from 50

          17       to 90 percent in energy reduction.

          18                 So just real quick off the back of the notes

          19       calculation, we spent 31 billion dollars in energy in 2009,

          20       exporting money out, importing energy.  There are 3 million

          21       homes in Michigan, and one-fourth of that cost went to fuel

          22       and give energy to those homes.  So that's probably about 7

          23       billion dollars that went to power our homes.

          24                 If we were to just take my estimate of $30,000 per

          25       home to improve it, to get a 50 percent energy reduction,
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           1       that would be about 90 million dollars.  So from there that's

           2       90 million dollars invested through all of our homes, and we

           3       could reduce 50 percent, so that's about 3.5 billion dollars

           4       saved right there.

           5                 And then there is multiple benefits attributed to

           6       getting into that.  I didn't also mention that that money

           7       went to improve the indoor air quality of your house which

           8       could reduce public health costs.  It would go to improve

           9       water efficiency, and less water being sent to be processed

          10       means less chemicals, less energy being processed.  It also

          11       goes to improve the durability of the home if you're in there

          12       and do it right.

          13                 So my recommendations are training and education to

          14       homebuilders, to consultants, to appraisers, to remodelers,

          15       to code officials on how to do this.  Greening the Multiple

          16       Listing Service so that way we have a way to identify these

          17       costs.  Third-party verification and oversight on all homes

          18       that are being sold, and coming up with other incentives on

          19       how to do that.

          20                 Thank you for your time.

          21                 MR. SAMUEL FIELD:  Director, Chairman, my name is

          22       Samuel Field, I'm an attorney in Kalamazoo, and I want to

          23       talk to you about the very wanton topic of property taxes.

          24                 I'm the co-founder and owner of Helios Solar.  We

          25       have various solar projects we built.  I want to tell you
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           1       specifically about those and their relevance to this topic.

           2                 One of them is a Kalamazoo solar project that's in

           3       Galesburg Township.  It's 158.8 kilowatts.  I believe it's

           4       still the largest input of solar energy to Consumers Energy

           5       at this time.  It produces about 225 megawatt hours of power

           6       a year.

           7                 We received a property tax assessment our first

           8       year of $27,000.  That works out to about 13 cents per

           9       kilowatt hour, more than the retail value of the electricity

          10       that we're producing.

          11                 The second project I want to tell you about is the

          12       project we built at Hackett High School, it's a 20 kilowatt

          13       project.  We believe the property tax assessment we received

          14       this year is $2100 which amounts to about 8 cents per

          15       kilowatt hour.

          16                 By comparison, I researched what property tax

          17       burden is being paid for the Palisades Nuclear Power Plant.

          18       They produce about 5.8 gigawatts of power and pay about 12

          19       million dollars in property tax.  That works out to about .2

          20       cents per kilowatt hour of production.  We pay -- after three

          21       years of litigation, I had the advantage of having my own

          22       captive lawyer, being myself.  After three years of

          23       litigation, spending about somewhere between 25 to $50,000

          24       worth of time, $28,000 out of pocket, I won the Kalamazoo

          25       solar litigation, with the tax tribunal.  And so now the
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           1       assessor there is only trying to charge me somewhere between

           2       4 and 7 cents per kilowatt hour for the privilege of

           3       operating in their township.

           4                 I would submit to you that an energy policy with

           5       the state ought to fairly treat renewable energy taxation

           6       versus conventional energy taxation.  I used to have the view

           7       that there should be a total abatement of property taxes for

           8       renewable energy, but I've become more modern now.  I just

           9       think it should be the same for all of us.

          10                 The legislature should simply define an amount,

          11       let's say a quarter of a cent per kilowatt hour, that's paid

          12       in property tax by any generator of electricity, be it solar,

          13       wind, nuclear, coal, whatever.

          14                 Thank you very much for your time.

          15                 MR. CHAD JONES:  Good afternoon.  I'm Chad Jones,

          16       I'm the Vice President of Parker-Arntz Plumbing & Heating, a

          17       full-service mechanical contractor, and its recently-formed

          18       subsidiary, Eco-Refrigeration out of Greenville, Michigan.

          19                 Let me first thank Director Bakkal and Chairman

          20       Quackenbush for this opportunity to share our insights today.

          21                 We're contractors.  We're on the frontline of

          22       energy conservation measures and we appreciate being heard.

          23                 I want to tell you about a few issues that prevent

          24       us from even greater success and progress.  Also point out

          25       what appears to be working very well for us.
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           1                 Let me begin with the treatment of different energy

           2       classes and use of incentives to promote energy savings in

           3       both new and existing commercial and residential projects,

           4       and especially market rate or income qualified multifamily

           5       properties.

           6                 Regarding the treatment of utilities classes, some

           7       of our clients hold properties operating in multiple utility

           8       service regions, and some clients who operate similar HVAC

           9       systems installed in different buildings find them

          10       inconsistently incentivized.  Situations like these lead to

          11       multiple challenges for both property management and

          12       contractors like Parker-Arntz as we work together to improve

          13       efficiency.

          14                 The first challenge is that of incentive levels.

          15       Incentive processing and contractor compensation are

          16       different for the same measures across various programs.

          17       Consider as an example, a standard boiler tune-up in a

          18       typical five-unit property at 110 MBH, DTE offers $1.36,

          19       which is equal to $150 for that tune-up.  Consumers for the

          20       same project offers $27.50, and Efficiencies United offers

          21       $23.10.

          22                 Not only are there differences between utility

          23       companies, there are also differences between various

          24       programs within a single company.  We believe that unified

          25       incentives with the utility incentive programing will benefit
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           1       everyone.  Another situation arises when people or a property

           2       owner has similar systems installed in buildings with a

           3       different rate code.  Again the incentives, incentive

           4       processing and contractor compensation can vary

           5       significantly.

           6                 Take for example two 24-unit properties, managed by

           7       the same management company, located two miles apart, and

           8       virtually using the same HVAC system.  One of the things that

           9       we have looked at is there is a big difference, and it

          10       confuses and frustrates the property owners.  One qualifies

          11       for all measures, the other qualifies for none.

          12                 We think energy optimization incentives go directly

          13       to the triple bottom-line of Michigan's sustainable future,

          14       and encourage the MPSC as well as other policymakers to

          15       ensure these incentives continue their significant impact.

          16       We'd also like to propose creating incentive mechanisms for

          17       even deeper energy savings measures.

          18                 My direct responsibilities at Parker-Arntz were

          19       this year, in 2013 we did 251 boiler tune-ups, 5032 furnace

          20       tune-ups, installed 1909 programmable thermostats, 2257

          21       high-efficiency shower heads, 5,000 faucet aerators, 15

          22       boiler reset controls, and over two miles of pipe wrap.  What

          23       we did is we did $449,000 worth of work as a give, and as a

          24       gain we did $670,000 in additional work.

          25                 My question to you is let's keep these programs
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           1       working, we're a small contractor, we hired nine employees

           2       this year, and we really made this program work.

           3                 Thank you very much for your time.

           4                 DIRECTOR STEVE BAKKAL:  Our next four speakers are

           5       Mr. Larry Kaufman, John Taylor, Matt Rosendaul, and Wendy

           6       Denning.

           7                 MR. LARRY KAUFMAN:  Thank you very much for having

           8       us.  My name is Larry Kaufman, I'm the Executive Director of

           9       the Michigan Geothermal Energy Association, an association

          10       that promotes the use of geothermal heat pumps in Michigan

          11       which lowers people's utility bills and creates jobs in

          12       Michigan.

          13                 Now for full transparency, I was the energy expert

          14       at DTE Energy for 17 years, I retired in November.  So my

          15       comments do not reflect DTE, although they agree with them.

          16       I'm also the Vice President of the Michigan Interfaith Power

          17       and Light, they've spoken at most of your events.  I'm also

          18       not speaking on behalf of them today.

          19                 What I'm here today to talk about is geothermal.  I

          20       installed a geothermal in my house in 1998.  I have a 2600

          21       square home with a 1200 square foot basement.  I keep my

          22       house at 72 degrees, I prefer 71, my wife prefers 72, so we

          23       keep it at 72, and 73 in the summer.  During the past 14

          24       years, my heating and cooling bill has averaged about $60 a

          25       month.  It is my opinion that you can not have a serious
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           1       conversation about energy optimization without including

           2       geothermal.  I have 60 CFLs in my home.  They pay for me to

           3       take my wife out to dinner once a month.  My geothermal pays

           4       for me to go on my summer cruise this summer.  But I'm not

           5       here to talk about energy optimization either.  I'm here to

           6       talk about geothermal as a renewable source.

           7                 Why is my geothermal five times as efficient as a

           8       furnace and twice as efficient as an air conditioner?  It's

           9       because the ground is a constant temperature of 50 to 55

          10       degrees year round.  Why is the ground that warm?  It's

          11       because the sun heats the earth.

          12                 Now I also have 2.4 kW of solar panels.  I

          13       installed that two-and-a-half years ago.  The sun shines on

          14       my panels, they create and I convert them to electricity.

          15       The electricity is used in my house and I sell the excess

          16       back to DTE at 11 cents a kilowatt hour, great program.

          17                 Geothermal is really the same if you think about

          18       it.  The sun heats the ground.  The ground stays at a heated

          19       temperature of 55 degrees, and the geothermal uses that heat

          20       in the ground.

          21                 Now let's talk about the summer when we compare

          22       apples to apples, and we talk about geothermal versus an

          23       electric air conditioner, electricity to electricity.

          24                 The electricity the geothermal is using is only

          25       half as much of the electricity in the summer because of the
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           1       heat in the ground, and as we talked earlier saving 50

           2       percent of electricity is better than producing 50 percent

           3       because you lose transmission, you lose in production.

           4                 Rob Dersksen from the Michigan Energy Services

           5       calculated that my four-ton geothermal system will reject

           6       8021 kilowatt hours into the earth.  My 2.4 kW solar panel

           7       produces about 1700 kilowatt hours a year, of which 1400 is

           8       during the summer.  Therefore the geothermal system is

           9       producing about five times the kWh as my solar.

          10                 Both systems cost me about 20,000 to install.  Even

          11       if you're saying it's only 50 percent versus air conditioning

          12       in savings, it's still going to make geothermal far more

          13       competitive and far more efficient than a solar.

          14                 Therefore, I think that the commission should make

          15       geothermal a renewable source similar to solar so that we get

          16       paid for converting RECs.  Because I've often asked DTE, can

          17       I get paid for my RECs in converting to geothermal?  Because

          18       it's really more efficient.

          19                 Now the two questions you're going to ask is one,

          20       what is the effect on the carbon footprint; and two, how does

          21       it affect the utility?  In terms of carbon footprint, DTE

          22       made a study seven years ago and found that geothermal is the

          23       same or better than natural gas.  That's when we had no wind.

          24                 Now that we have 10 percent wind, geothermal will

          25       be a far better footprint than gas.
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           1                 Second, in terms of production, any manufacturer

           2       will tell you the best production, most efficient, lowest

           3       cost is to have the same production flat year round.  In the

           4       winter utilities have excess capacity, and geothermal will

           5       add usage so that actually is a benefit for them.  In the

           6       summer geothermal is twice as efficient as an air conditioner

           7       so it's going to lower the capacity.

           8                 So what it will do is flatten the usage which makes

           9       them more efficient to run and lowers utility rates.  So

          10       geothermal will help both in the efficiency, it will help in

          11       the carbon footprint, it lowers customer's bills which gives

          12       them more money to spend and improves the Michigan economy.

          13       And my time is up.  Thank you.

          14                 MR. JOHN TAYLOR:  Thank you for the opportunity to

          15       speak.  I didn't come with any prepared remarks, I wasn't

          16       even prepared to speak, but I came to listen and learn as

          17       much as possible.

          18                 But one of the things that really struck me during

          19       this conversation was the lack of the sustainability during a

          20       lot of these presentations.  And to me what sustainability

          21       means is not just looking for the short-term profit or how

          22       you can achieve cheap energy for the short term, but how do

          23       you have a long term-plan that will be there for our future

          24       and for our children's future?

          25                 One of the things that I think that sustainability
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           1       means to me is looking at all the costs, looking at every

           2       different factor, what it's going to cost to produce our

           3       energy.

           4                 And one of the comments that was made earlier is do

           5       we have enough money to buy groceries or to pay the electric

           6       bill?  So another cost that needs to be factored in is the

           7       higher potential for children's asthma medication, or the

           8       higher potential for costs associated with health risks

           9       associated with mercury poisoning.

          10                 I think that renewables need to be a focus.  I

          11       think we need to be more in line with other states in our

          12       area.  And that's basically what I have to say.  Thank you.

          13                 MR. MATT ROSENDAUL:  Thank you, Commission, for

          14       holding these forums.  It feels good to be back on campus, I

          15       wish I had a little more time to walk around.  I have my

          16       little pin on, I'm an alum, go Broncos.

          17                 My name is Matt Rosendaul, and I own the company

          18       Great Lakes Home Performance and we conduct home performance

          19       analysis.  And it's nice to see that there are some other

          20       contractors here talking about the same things, but I'm going

          21       to talk about a couple new items.

          22                 And the title of my little talk here is Sustainable

          23       Energy Optimization Programs Through Market Creation.  And

          24       what I'd like to see is energy optimization programs that

          25       will target fewer homes with deeper and more durable energy
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           1       savings measures by fostering home performance businesses in

           2       creating a market demand for their services.

           3                 As a result of PA295 and other stimulus programs,

           4       there are dozens of new businesses employing hundreds of home

           5       performance and energy professionals in the state and we

           6       heard several of them here today.

           7                 And one of my concerns with the incentive-based

           8       programs that we have right now is that those businesses are

           9       dealing with a market which is becoming addicted to rebates

          10       and incentives.  And what I would like to see is that now

          11       that we have created this new industry here in Michigan, I

          12       would like to create more market transformation out there to

          13       create a poll so that homeowners are more interested in

          14       getting those savings.

          15                 And so what I'd like to see is the next version of

          16       this legislation support this market in the following ways;

          17       fund the recruiting, training and equipping of energy

          18       efficiency companies and professionals, offer incentives for

          19       the contractors who perform high-quality work, continue

          20       customer incentives to install improvements but with

          21       additional rebates for the contractors as an incentive to

          22       sell those improvements, an emphasis on rebates directed to

          23       the contractor directly because in most of these programs the

          24       homeowner can assign the rebate to be given directly to the

          25       contractor, so that it's an extra incentive to help them

                     O'Brien & Bails Court Reporting and Video - 1.800.878.8750

                                         128
�




           1       sell.  And I should say all this stuff sounds maybe a little

           2       bit self-serving but I'll also tell you that I don't do any

           3       rebates in my business.  My business -- I work mostly with

           4       new construction, I work a lot in the propane and electric

           5       co-op areas.  So I'm not enrolled in the DTE and Consumers

           6       Energy programs.  I'm maybe on the periphery of some of those

           7       things but I don't actually get any of those things.  But I

           8       think this is the direction it needs to go.

           9                 Also the creation of a system where a customer can

          10       pay for a portion of their improvements through the savings

          11       that they generate.  And also an increased use of the home

          12       energy rating system in real estate transactions, especially

          13       greening of the MLS.  And that's already being done in

          14       Traverse City actually.  And you can search for a home that

          15       has a particular HERS rating score in Traverse City.  And

          16       there is actually legislation in Washington right now being

          17       proposed that would make that a part of the calculation for

          18       home energy mortgage calculations and stuff.

          19                 So the outcome of this legislation -- I see my time

          20       is up.  The outcome of this legislation needs to be a

          21       free-market system where customers demand improvements, they

          22       can find qualified contractors, and they can enjoy those

          23       savings alone as their incentives.

          24                 The outcome for Michigan is not only energy

          25       reduction and environmental stewardship, but the creation of
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           1       businesses and jobs and a well-trained workforce.

           2                 Thank you.

           3                 MS. WENDY DENNING:  Thank you.  I am Wendy Denning,

           4       I am here speaking on my own behalf.  I had signed up to

           5       speak about wind technology, however Jan from the Sierra Club

           6       has covered all of my points, so I'm going to move on to some

           7       of my other comments.

           8                 I saw Governor Snyder at a presentation he made at

           9       the Kellogg Biological Station in November on energy and

          10       resources in Michigan.  At that presentation he said the next

          11       worldwide commodity is going to be water.  He said that he

          12       could not impress upon us how valuable water is going to be

          13       in the future.  Lucky for us Michiganders, water is Pure

          14       Michigan's greatest natural resource.

          15                 I can concur with Governor Snyder about the

          16       importance of fresh water, we need to protect it.  And as a

          17       result I am here to speak out against drilling for gas in

          18       Michigan.  I understand I only have three to five minutes

          19       which is not enough time to even scratch the surface of the

          20       dangers of slick water horizontal hydraulic fracturing and I

          21       will do my best to briefly defend my objections.

          22                 A year ago if I had been asked if I thought

          23       drilling for natural gas was a good idea, I would have said

          24       heck yeah.  And then last summer I learned about the sale of

          25       the mineral rights in the Barry County State Game Area which
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           1       is in my backyard, so I decided I needed to do a little

           2       homework.

           3                 I began my research on Michigan DEQ and DNR

           4       websites.  The websites assured me there have not been any

           5       incidents or accidents as a result of gas drilling in

           6       Michigan, and that it's been going on for over fifty years.

           7                 I expanded my research to other states and

           8       discovered there have been many very serious incidents of

           9       public harm in areas near well sites.  I learned that the

          10       information on the DNR and the DEQ's website are extremely

          11       elementary and incomplete.  Drilling has been going on

          12       without incident in Michigan for over fifty years; however

          13       slick water horizontal hydraulic fracturing, or fracking, is

          14       only about ten years old, and there are, I believe, not more

          15       than fourteen slick water horizontal hydraulic fracturing

          16       wells in Michigan.

          17                 So the DNR and the DEQ websites are very

          18       misleading.  I was shocked and disappointed.  The DEQ and the

          19       DNR are the very safety organizations I count on for accurate

          20       information regarding the environment.  It's my expectation

          21       that the DEQ and the DNR, as well as my electric

          22       representative, will learn all that is humanly possible about

          23       an issue affecting public health, especially when it's an

          24       issue whereby my elected officials will be making decisions

          25       that will affect my quality of life.
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           1                 I recognize Michigan's economy stands to gain

           2       enormously from fracking.  It would be one thing if America

           3       needed Michigan's gas, but it doesn't.  There is an article

           4       in Harpers explaining that North Dakota alone has enough oil

           5       to render the U.S. independent from foreign oil.  It also

           6       states there is a glut of gas and oil in America right now.

           7       It's not imperative to America that Michigan's natural gas be

           8       mined.  It is imperative to Michigan that our water be

           9       protected.

          10                 I just read an article in the Kalamazoo Gazette

          11       about a well in Kalkaska drilled by Encana Corporation where

          12       they used over 21 million gallons of Pure Michigan water.

          13       That's ludicrous.  And as you know the water used in fracking

          14       is contaminated with up to 650 chemicals, many of which are

          15       known human carcinogens.

          16                 I'd like to know what the state is going to do with

          17       these 21 million gallons of poisonous water per frack, and

          18       multiple that by thousands of wells the gas companies hope to

          19       drill in Michigan.  Where is the water coming from, and where

          20       is the poisoned water going?  This at a time when the water

          21       levels in Michigan and the inland lakes are at an historic,

          22       all-time low.  This is not a good public policy.

          23                 In the same article, the Chairman of the Michigan

          24       House Committee on Energy and Technology stated that, "after

          25       peer reviews of over 200 documents, the EPA failed to find
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           1       one case of underground drinking water contamination from the

           2       fracking process."

           3                 That's a very disturbing statement because other

           4       states indeed have had incidents of drinking water

           5       contamination from fracking.  I'm submitting to you an

           6       indepth study by scientists from Cornell University which

           7       states in the summary, "without complete studies, given the

           8       many apparent adverse impacts on human and animal health, a

           9       ban on shale gas drilling is essential for the protection of

          10       human health."

          11                 So I'm here to state I think that fracking is a

          12       terrible idea in Michigan, and that it's very unsafe, and

          13       that I question that our legislators have done their

          14       homework.  And when we read on the websites that it is safe,

          15       it indicates to me that they indeed have not done their

          16       homework and they are obfuscating the truth.  And I think

          17       it's a bad idea.  Thank you.

          18                 DIRECTOR STEVE BAKKAL:  We are going to be kicked

          19       out of here fairly soon, but I will try to get the last five

          20       speakers in if we can all stay within our time.

          21       Unfortunately that doesn't mean everybody will have a chance

          22       to speak that was requested, but I do encourage you to submit

          23       your comments online.

          24                 The next five speakers are Sean Madden, Julia

          25       Ludwig, Robert Alway, Jean Whittemore Sharp, and Dr. Paul
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           1       Clements.

           2                 Sean Madden, please come up.

           3                 MR. SEAN MADDEN:  First I'd like to thank you today

           4       for holding the hearing today on renewable energy in Michigan

           5       and for giving me the opportunity to give testimony.  That

           6       was a tough one to follow up.

           7                 My name is Sean Madden, I'm a 2004 graduate of

           8       Western Michigan University, and currently I'm employed by

           9       the United Food and Commercial Workers International Union,

          10       Local 951 in Grand Rapids, Michigan.  UFCW Local 951

          11       represents nearly 30,000 grocery, retail, meat packing and

          12       food processing workers in the state.

          13                 I'm here today because I believe our ability to

          14       create a stronger, more sustainable economy for our state

          15       depends on our ability to create and deploy clean energy and

          16       to protect our vast natural resources.  Diversifying our

          17       energy supply and creating jobs must include renewable

          18       electricity, and maintaining and expanding clean energy

          19       investments that have already worked to grow the economy.

          20       Although clean energy investments will not directly create

          21       jobs for UFCW members, increasing clean energy jobs in our

          22       communities will have a very positive impact in our

          23       neighborhood stores that our members work in.  This increased

          24       spending will indirectly result in more and better jobs for

          25       our members.
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           1                 I was going to specifically respond to how does

           2       Michigan's renewable requirements compare to other states,

           3       but due to the time constraints I'll keep that very brief.

           4                 Right now Michigan ranks firmly in the middle of

           5       the surrounding states, being Wisconsin, Illinois, Indiana

           6       and Ohio as far as our standards for renewable energy.  We'd

           7       like to see Michigan take the initiative and the lead to lead

           8       these surrounding states in clean energy jobs.

           9                 I think it's important that we double down on the

          10       industries of the 21st Century and make for more energy

          11       efficient and more competitive economy in the State of

          12       Michigan by pursuing these clean energy industries.

          13                 I think it's very important that we continue to

          14       fight for a better future for our children, our

          15       grandchildren, and in my case nieces and nephews.  That means

          16       going beyond simply creating jobs, and the need to make sure

          17       that these jobs are good jobs as we're protecting the

          18       environment.  Following the Rebuilding Green, a report by the

          19       Blue-Green Alliance, and the Economic Policy Institute, this

          20       examined the success of the Recovery Act, which the report

          21       shows nearly one million jobs were saved or created, and this

          22       included many green energy jobs.

          23                 In agreement with the Blue-Green Alliance, I

          24       believe that the better future will be dependent on our

          25       ability to create these good jobs while also protecting the
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           1       environment, and those are not two mutually exclusive things.

           2                 Thank you for your time.

           3                 MS. JULIA LUDWIG:  I'm Julie Ludwig.  And thank you

           4       Commissioner Quackenbush and Director Bakkal.

           5                 I live in South Haven.  In my work as a nurse I've

           6       been a midwife and Hospice nurse.  And I chose this work

           7       because I wanted to work with the most elemental aspects of

           8       life, birth and death.

           9                 I'm here today because of a version of that same

          10       impulse, I want to speak for the most elementary components

          11       of our human life, clean water, air, and earth.  The united

          12       principle I see is that of an old value of stewardship, which

          13       is kind of the opposite of cost benefit analysis, one that

          14       goes back to the earliest Biblical times and beyond.  I'm

          15       hoping that the main focus of these forums is to discern how

          16       we can be better stewards of what we've been given as we meet

          17       our energy needs.  We've got a lot of work to do.  So to be

          18       clear, I'm here to advocate for maximal exploration and

          19       development of clean energy.

          20                 A place to start would be to assure that we're

          21       using the energy we currently have wisely.  For instance,

          22       nearly 30 percent of commercial buildings have no wall

          23       insulation, and a quarter of the homes in the state have

          24       single-pane windows.  We can assure long-term tax incentives

          25       are in place for improved insulation, and thereby use what
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           1       energy we do use more effectively.  Such efforts would

           2       provide jobs and boost our economy.

           3                 One of the things that I wrote down as a specific

           4       recommendation is to look at the passive house concept, not

           5       passive energy solely, but passive house.  It's a concept

           6       that's used in Europe.  About 25 percent of the homes in

           7       Austria are built with this construction.  It's super

           8       insulation, excellent heat energy exchange, clean air, no

           9       furnace, no air conditioner, and you can heat it with a hair

          10       dryer or by baking a cake.  So I think that's a great idea to

          11       pursue.

          12                 We should make sure whatever energy we use does not

          13       consume more resources in its production than we get as an

          14       end product.  Michigan has wind, so wind energy should be

          15       developed.  When people speak about clean coal they act as if

          16       it just magically appeared here, nice and clean.  I'm from

          17       Kentucky and I can tell you that's not the case.  So we've

          18       got to look at the externalized costs of the energy that we

          19       use.

          20                 Thank you very much.

          21                 MR. ROBERT ALWAY:  Yes, I'm Robert Alway from

          22       Otsego, Michigan.  And I'd like to comment a little bit about

          23       my own experiences with solar electric and how that might

          24       apply to things in general.

          25                 I have in my house some solar panels and these days
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           1       the price of solar electric is dropping rapidly among other

           2       renewable energy costs.  And eventually we're going to get to

           3       the point where a fraction of the renewable energy on the

           4       grid is going to get to a point where we're going to have

           5       more demand for load-balancing capacity, is the term I have

           6       written here.

           7                 Basically my production maximum in my house is

           8       during May and June where we have the longest, sunniest days

           9       of the year; but my use maximum, because I'm decadent and

          10       have air conditioning, is in July and August.

          11                 By and large it matches the seasonal things but

          12       there is a couple month shift there.  And with winds and

          13       other things that was pointed out you can kind of blend

          14       things for the overall year.

          15                 So one of the things that I think we need to do as

          16       a state is determine the cost value of load balancing or

          17       storage for different time periods, whether it's daily where

          18       you have a day and night shift, or higher winds in the

          19       afternoon and not enough in the morning, weekly costs so that

          20       you can balance it over a longer time period.  And as in my

          21       home generation, perhaps seasonal where you generate perhaps

          22       more early in the spring, and need more of it later in the

          23       summer, what the cost of any kind of load balancing would be.

          24                 There are a couple ways to go about that.  One is

          25       to encourage renewable energy sources that match electric
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           1       demand patterns, so that you generate more electric during

           2       the day during air conditioning times, or during times when

           3       there is low sunlight and you need power balanced by wind

           4       generation.  That kind of thing, which is probably the most

           5       economical, and whatever incentives you need to balance out

           6       those different types of renewable energies.

           7                 And the other thing is to encourage development of

           8       energy storage mechanisms.  I think it was already pointed

           9       out there is the big Ludington Pumped Storage Plant that was

          10       actually designed with base line power plants in mind to

          11       adjust for variations in use.  And with many of the

          12       renewables you'll have variations in generation that have to

          13       be balanced against known use patterns.

          14                 Part of this may also have to do with just better

          15       weather forecasting as comparing that to how much power is

          16       generated either by wind or solar or some other mechanism.

          17                 And one other comment unrelated to that, but I

          18       noticed going along we had one company earlier that commented

          19       that they were moving production to Iowa because the energy

          20       there was cheaper, and we had another comment later saying

          21       that Iowa is one of the better states with 23 percent

          22       renewable energy.  I'm not sure if that's connected or not,

          23       but it's an interesting point to compare those two.

          24                 Thank you.

          25                 DIRECTOR STEVE BAKKAL:  Is Jean still here?  Okay.
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           1                 Dr. Paul, come up.

           2                 MR. PAUL CLEMENTS:  Thank you, Commissioner and

           3       Director.  Thanks everyone for staying this long.

           4                 My name is Paul Clements, I'm a professor of

           5       political science here at Western Michigan University.  My

           6       comments reenforce previous comments about monetizing

           7       externalities, energy efficiency and climate change.

           8                 Plans for Michigan's energy future need to be

           9       consistent with limiting global warming to 2 degrees celsius.

          10       Today Michigan has about 17 tons of carbon dioxide emissions

          11       per person.  We need to cut this by more than 80 percent to

          12       below three tons per person by 2050, with similar cuts in

          13       methane and other greenhouse gases.  Climate change threatens

          14       Michigan's Great Lakes, our rivers, the quality of our air,

          15       our forest, and our wildlife.  It also threatens agriculture

          16       in Michigan, and around the country and the world.  The World

          17       Bank says runaway climate change is likely to exceed the

          18       adaptive capacities of many developing countries.  The

          19       National Research Council reports that states will fail, and

          20       when large populations subjected to famine, flood and

          21       disease, migrate across international borders, national and

          22       international agencies will not have the resources to cope.

          23                 The best estimate of global allowances of

          24       greenhouse gas emissions to keep global warming under 2

          25       degrees celsius, is three tons of carbon dioxide per person
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           1       per year, or its equivalent in other gases by 2050.  That's

           2       37 years away.

           3                 Most energy infrastructure that we build from now

           4       on should last for more than 37 years.  So anything we build

           5       now that cuts our emission portfolio, including energy

           6       efficiency, by less than 80 percent, will require even

           7       greater reductions at greater costs in the future.

           8       Postponing action is a false economy.  It will only make it

           9       more expensive later on, as we have to replace relatively new

          10       equipment.

          11                 The time for Michigan to move to renewable energy

          12       economy is now.

          13                 Thank you.

          14                 CHAIRMAN QUACKENBUSH:  Well thank you.  Thank you

          15       all for coming.  I'd like to close the forum out just by

          16       saying thank you to all the speakers.  Thank you for the

          17       useful insights, data, reports and studies that you cited.  I

          18       apologize we weren't able to get to every one today.  This

          19       room is going to be used for another event in a few minutes,

          20       and the workers need a little bit of time to come in and

          21       prepare.

          22                 So I'd like to say that for those of you who

          23       submitted written comments but didn't get to speak, we have

          24       those and we'll post those on the website.  The slides from

          25       today will be on our website.  Transcripts from today will be
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           1       on our website in approximately ten days, and please use our

           2       website, Michigan.gov/energy to post future written comments

           3       as well.  It will be open through April 25.

           4                 Thank you very much.  And the next Michigan Public

           5       Forum will be on March 25 in Detroit.  Thank you.

           6                      (Forum concluded at 5:10 p.m.)
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 1                 Kalamazoo, Michigan
 2                 March 18, 2013 - 1:05 p.m.
 3                 DIRECTOR STEVE BAKKAL:  Good afternoon, every one.
 4       Welcome, it's great to be here today.  I am Steve Bakkal from
 5       the Michigan Energy Office, part of the Michigan Economic
 6       Development Corporation.  On behalf of the Chairman of the
 7       Michigan Public Service Commission, Mr. John Quackenbush, and
 8       myself, we would like to welcome you to our forum, Michigan
 9       Energy Public Forum, as we continue our process to ready
10       Michigan to make good energy decisions.
11                 As many of you are aware, Governor Snyder gave his
12       energy and environment address this past December.  And in
13       his address he laid out the three pillars of a sound energy
14       policy, that of reliability, affordability and protecting the
15       environment, all built on a foundation of adaptability.
16                 And as part of that message the Governor also
17       discussed about 2013 being the year that we engage with the
18       public and engage with our legislators to gather facts and
19       information that are needed to make good energy decisions in
20       three specific areas that guides much of our energy policy
21       today; that of energy efficiency, renewable energy, electric
22       choice, or other additional energies that should be
23       considered.
24                 Which brings us to why we're here today.  This past
25       January we launched the input phase of this process that the
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 1       Governor talked about.  So in addition to these forums, we
 2       also launched a new website at Michigan.gov/energy, where we
 3       posted a number of questions that we're looking for input and
 4       information on.  The website will be open for submissions
 5       until April 25th.
 6                 And when you go to the website, you'll notice a
 7       number of questions in each of those specific topics areas.
 8       Many of them are very technical in nature and asking for
 9       specific information, but generally they can all be
10       summarized by these two questions.  First, what information
11       do energy policymakers need to consider in order to make good
12       energy decisions; or what existing data or studies are out
13       there that can be utilized by our policymakers.
14                 What you won't see on the website are questions
15       that are asking for specific policy recommendations.  We're
16       not asking you what our targets should be in these specific
17       areas, or if we should even have targets in these specific
18       areas.  We're asking for the underlying facts and studies
19       that are needed by our policymakers to make those
20       determinations.
21                 Again this is our fourth public forum.  We have
22       three more through the end of April.  The format of these
23       forums will be similar to what we have today.  We'll have a
24       number of presentations in the first half from some of the
25       major stakeholders that will attempt to address the questions
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 1       that we've posed on our website from their perspective.  And
 2       then we will dedicate a large portion of the time this
 3       afternoon for public comments as well.
 4                 All the comments today, the complete forums, the
 5       past presentations and today's presentation, are all going to
 6       be available on the website.  We have the assistance of a
 7       court reporter here today so the transcript of the forum
 8       today will be available on the website.
 9                 All the presentations again will be on there.  What
10       you will notice is none of the presentations are similar from
11       one event to the other, we've tried to make this as diverse
12       as possible.
13                 Also on the website you'll notice there has also
14       been a number of submissions that are attempting to answer
15       some of the questions we've posed.  So I encourage you to go
16       on the website, review those; and if you have better
17       information that's available, I encourage you to submit that
18       as well.
19                 After this input phase concludes at the end of
20       April, in the May through June time frame, the Chairman and
21       myself will be beginning to draft our outlines of the report.
22       We'll start to look at what information that we still didn't
23       gather through this process and that's missing that we may
24       need to go out and gather.  We'll start to compile reports in
25       the July-September time frame.  We'll release a preliminary
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 1       draft of the report in October-November, again making it
 2       available for public comment as well.  And in the
 3       November-December time frame we'll release the report.  And
 4       we anticipate the Governor will use the findings of the
 5       report to develop his own comprehensive energy policy that
 6       he'll announce at the end of the year.
 7                 At this point I'd like to introduce the Chairman of
 8       the Michigan Public Service Commission, Mr. John Quackenbush.
 9       He'll give you some background as it relates to these few
10       topics areas we're discussing today.  Please join me in
11       welcoming Mr. Quackenbush to the stage.
12                 CHAIRMAN JOHN QUACKENBUSH:  Yes, it's great to be
13       here.  It looks like we have another great turn out.  Thank
14       you for coming and expressing your interest in Michigan's
15       energy future.
16                 What I'd like to do real briefly, and I'm going to
17       try to keep it brief because I know we're here mostly to
18       listen to you, and I know we have a lot of interest out there
19       in speaking today.  But I want to frame the issues a little
20       bit in the big three areas that we're seeking information on,
21       and show you what we have so far.
22                 Starting with energy efficiency.  You can see that
23       we've had targets since 2009, we've ratcheted the target up
24       through 2012.  This was all done in the legislative package
25       of 2008.  And we've beat the target every year.  We have --
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 1       and this is for electricity.  We've ratcheted it up to a one
 2       percent target and we beat it.
 3                 So one of the questions on our plate is where do we
 4       go from here.  We're looking for data report studies that
 5       will support setting a new standard, whether it's higher,
 6       lower, keep it at the same, we're very much interested in
 7       that.
 8                 Next slide is the same information about gas.  We
 9       have gas energy efficiency programs.  Our ultimate target
10       here for 2012 and beyond is .75 percent.  Again, same kind of
11       issues, and we have met and beat our targets every year so
12       far.
13                 Moving on to renewable energy -- and let me just
14       mention that all of these charts are on the website,
15       Michigan.gov/energy, and they're also contained in commission
16       reports that are filed with the legislature.  We have annual
17       reports on these three topics.  The Energy Efficiency Report
18       is due November 30th every year so you can go onto the
19       Michigan Public Service Commission website and find that
20       November 30th report.  It has more details than what I just
21       showed you.
22                 The Renewable Energy Report here is due February 15
23       every year, and we just filed a new report.  There is a lot
24       more details than this one chart.  But as you can see the bar
25       is progressing upwards as you move to the right.  It shows
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 1       that we're making progress in adding more renewable energy.
 2       We have a 10 percent by 2015 target that we're moving
 3       towards, and we expect to meet.  And we'll be able to take a
 4       look as we get a little bit closer to be able to tell, you
 5       know, how well was that integrated into our grid in Michigan,
 6       and how well it performed.
 7                 And from there, do we want to set a higher standard
 8       for a year beyond 2015, do we want to keep it where it is?
 9       Again we're looking for the data and support for, you know,
10       how to guide our future.
11                 Stepping on to electric choice, which is the third
12       issue.  Again, here is the commission report that's due
13       February 1 each year.  And this data comes directly from that
14       report.  The top half shows Consumers Energy statistics, and
15       the bottom half shows Detroit Edison.
16                 And what this basically shows is that we have a 10
17       percent cap on electric choice.  And if we were to just
18       eliminate that cap overnight, there is demand for customers
19       to go to 24 percent in the Consumers Energy territory, and 21
20       percent in the Detroit Edison territory.  Both of those
21       numbers are shown in the bottom right-hand corner of the
22       respective tables.
23                 And so that kind of gives you an idea that
24       currently there is demand for more electric choice.
25                 I'll close with a few charts of rates, retail


O'Brien & Bails Court Reporting & Video







Page 10


 1       rates, that come also from the Electric Choice Report.  As
 2       you can see, if you can follow it, Michigan currently is at
 3       the highest rate, this is for residential customers, on a
 4       statewide average, compared to some of our surrounding
 5       Midwestern states.  If you go all the way back to the year
 6       2000 we were generally towards the top part.  In the middle
 7       of the past decade, we've drifted down to where we were in
 8       the middle range of rates compared to other states, and by
 9       2012, we're back up to where we're at the top.  So we're
10       investigating why this is.
11                 We're interested -- and maybe you'll notice some
12       questions on the website looking for reasons why.  We think
13       we know some of the reasons.  We're looking for all of them
14       to get a fuller picture.
15                 The next chart is similar information, but it's for
16       industrial rates.  Again, you can see Michigan has been in
17       the upper half of surrounding states generally, but now, as
18       of 2012, is right at the top.
19                 So this is some of the data we're starting with.
20       We know there is different ways of interpreting data, and
21       slicing and dicing it.  We're welcoming your comments on it,
22       and if you have supplemental data, we welcome that as well.
23                 So let me turn it back over to Steve.
24                 DIRECTOR STEVE BAKKAL:  Thank you, Mr. Chairman.
25                 Before we start with our presentations, I just
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 1       wanted to go through our agenda for the day.  Again we'll
 2       have nine presentations today from some of the major
 3       stakeholders groups, some companies that are in this area
 4       that are going to attempt to answer some of the questions
 5       we've posed from their perspective.  We'll be taking a short
 6       break after that and then coming back for public comments.
 7                 For today's schedule we are ending at 5.  We just
 8       learned that we can't stay past 5.  I know some of the
 9       previous events we were able to stay past 5 and let every one
10       that wanted to speak to speak.  I understand today we already
11       had 40 requests to speak which we should be able to get
12       through if everybody stays on time.
13                 Before I introduce our first speaker, I do want to
14       acknowledge we do have Representative Nesbitt here with us,
15       Chairman of the House Energy and Technology Committee.  I
16       understand he does want to say a few words.  Please welcome
17       him.
18                 REPRESENTATIVE NESBITT:  Thanks.  I just want to
19       thank John and Steve for coming down here to Kalamazoo and
20       Southwest Michigan and for the participation of all of you
21       folks as we develop policies at the state level.  I'm Chair
22       of the House Energy and Technology Committee this term.  I
23       represent part of Kalamazoo County, all of Van Buren County.
24                 It's good to see the interest.  You look at
25       Southwest Michigan and you look at the energy assets that we
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 1       have between nuclear power plants, between the natural gas
 2       powers plants.  We actually just have a new landfill that's
 3       an energy plant, an energy plant that's going online very
 4       soon that was part of the RPS standard before.  I know in
 5       terms of the assets that we have here it is extremely
 6       important along with the transmission lines.  We have both
 7       RTOs, or Regional Transmission Operators both in the PJM
 8       market and MISO market and so how that figures in in terms of
 9       the rates.
10                 I also want to make sure you know that on the House
11       Energy and Tech Committee over the next several months we're
12       going to be going over our own review up in Lansing working
13       through the issues, a lot of the issues that you've mentioned
14       in terms of energy optimization, renewable performance
15       standard, (inaudible) generation, along with the retail
16       access debate that's going on.  Along with many others in
17       terms of trying to find ways to make affordable, accessible,
18       competitively priced energy here in Michigan.  And trying to
19       provide that preview.
20                 One of the reminders in terms of term limits in the
21       state legislature that when the 2008 Energy Bill passed,
22       there isn't one member on the Energy and Tech Committee that
23       was around during that passage.  We have Ken Sikkema and I
24       know he has a real history with some of the energy policies
25       in this state.  But in this era of term limits I think it's
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 1       important to go through an educational process.  And what you
 2       guys are doing in terms of gathering I applaud that.
 3                 I'd like to leave you with just a report that we
 4       issued in the Energy and Technology Committee last term on
 5       natural gas.  We went through -- it's a 24-page report that
 6       the House Energy and Tech Committee put together on natural
 7       gas, both from the production end, the state transmission, in
 8       terms of the sales and what it means here in Michigan.
 9                 It also provides a few recommendations in terms of
10       providing (inaudible) recovery here in the state, carbon
11       capture technology, along with expanding natural gas access
12       to save consumers costs at the home, along with ideas on
13       energy optimization.
14                 So along with that I'd like to leave the reports
15       there.  Also there will be some copies in the back as people
16       wish to see them.
17                 So thank you, welcome to Kalamazoo, go Broncos.
18                 DIRECTOR STEVE BAKKAL:  Thank you, Mr. Chairman.
19                 At this point if there is any other members of the
20       legislature that are here that would like to say a few words
21       before we begin?  No?
22                 Okay, with that I'd like to introduce our first
23       speaker, Mr. Paul Chodak, President and COO of Indiana
24       Michigan Power Company.
25                 Please join me in welcoming Paul to the stage.
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 1                 MR. PAUL CHODAK:  Well good afternoon, and thank
 2       you all for the opportunity to be able to speak with you.
 3       I'm Paul Chodak, I'm President and Chief Operating Office of
 4       Indiana Michigan Power.
 5                 Indiana Michigan Power, just to kind of ground you
 6       in who we are, we are a vertically integrated traditional
 7       utility, we have 128,000 customers.  You can see our
 8       footprint there on the right in Southwestern Michigan.
 9                 And when I say traditional vertically integrated
10       utility that means we own power plants where we generate
11       power for our customers; we have transmission lines over
12       which we take power from the power plants and transmit it to
13       the local area; and then we have a distribution network where
14       we provide our actual customer sources.
15                 We're also a traditional utility in another way,
16       and that is that we know very well what our job is.  It's
17       pretty straightforward.  Safe, reliable, as low of cost power
18       as we can to our customers day in and day out.  And we try to
19       do that in a way that is compatible with the way our local
20       communities want to be served, albeit what kind of energy
21       sources they want, and also we want to make sure we're good
22       community folks in terms of being responsible to
23       environmental requirements.
24                 We have an obligation that we feel pretty deeply
25       about serving our customers.  And I would like to kind of
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 1       point you to that graph there, in the bottom left-hand
 2       corner, and I'll just orient you.  The bottom line is
 3       basically Indiana Michigan Power's average rates.  These are
 4       retail residential rates.
 5                 And the two lines above it are the challenging line
 6       that the Chairman talked to earlier around increasing
 7       Michigan rates, and there is U.S. average rates.  You can see
 8       Michigan rates historically, that's 2001 through 2012 have
 9       been pretty close to U.S. average rates.  And then we've seen
10       a trend upward here recently.
11                 And what I can tell you is that our ability to
12       provide that lower blue line has been in large part driven by
13       our ability to make large scale investments in a relatively
14       low-risk profile.  And that low risk profile is provided by
15       the fact that we have our customers, we know we have the
16       obligation to serve our customers the best we can, and we
17       know we're going to have those customers for some time to
18       come.
19                 When you think about the utility industry, you need
20       to be thinking about billion dollar kinds of investments that
21       take 20, 30, 40 years to recover.  And it takes that kind of
22       time line and that kind of stability to do that because in
23       the '70s and '80s when we built our two 13,000 megawatt coal
24       units, and in the late '70s when we built our two nuclear
25       units here in Berrien County, we were able to invest those


O'Brien & Bails Court Reporting & Video







Page 16


 1       dollars because we had a stable customer base, and we knew
 2       over the long haul that we could provide low cost power and
 3       make a reasonable return on investment.
 4                 Making that right decision each step of the way,
 5       over the years, is what enables you to provide that longer
 6       term performance.  And if that curve were to go back, if we
 7       were to take the data and go back the other way, you would
 8       see that our customers have done very well with regulated
 9       rates.
10                 So what are some of the right decisions I'm talking
11       about?  One of them is around making retrofits and
12       environmental retrofits.  From 1990 through 2008, AEP spent
13       roughly 7 billion dollars on environmental retrofits across
14       our fleet.  With that we were able to reduce our SO2
15       emissions by 80 percent and our emOx emissions by about the
16       same percentage.
17                 So now we've reduced our emissions by about 80
18       percent and we have additional environmental regulations that
19       are coming our way.  If you looked at the way the MATS
20       compliance originally was rolled out, it would have cost
21       another 7 billion dollars, in a much shorter, roughly
22       eight-year time frame, to achieve incrementally another 10 to
23       15 percent removal.
24                 So if you think about the cost effectiveness, 80
25       percent reduction by this amount of cost, and then we're
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 1       going to have to get that much cost again, we're only going
 2       to get this much reduction (indicating).  So trying to make
 3       the right decisions around making sure we're protecting the
 4       environment, but I'm also thinking about the customers who
 5       are on fixed incomes, who are trying to decide, do I buy meat
 6       this month or do I pay my electric bill?  And trying to keep
 7       those two things in balance, that's our job.
 8                 Some recent successes in that regards.  We were
 9       looking at retrofits on our Rockport units that would have
10       cost 1.4 billion dollars per unit.  That's a huge amount of
11       money.  We're probably about a 3 billion dollar company.  So
12       that would have been a 2.8 billion dollar investment, which
13       was the most cost effective way at the time, of additional
14       cost without generating additional megawatt hour around
15       environmental improvements.  Because we were concerned about
16       the rate impact to our customers of doing that, we continued
17       to look at technology, continued to look at different
18       technologies.
19                 And we were able to identify a lower cost
20       technology, a technology that will cost roughly one-fifth of
21       what it was going to cost for that retrofit, and we'll still
22       able to comply with all the environmental regulations at
23       those Rockport units.
24                 So those are the kinds of long-term decisions that
25       if you have a stable customer base, and you know that you're
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 1       going to be able to serve them over the longer term, you can
 2       make the right decisions.  So you can deliver that
 3       year-after-year performance where you keep the rates
 4       relatively low.
 5                 So, you know, the Chairman mentioned multiple
 6       questions around the website, and we will provide written
 7       responses to those, but I wanted to just kind of talk to one
 8       of those questions.  And that's really the question around
 9       choice and the impact of choice for us as a utility.
10                 You know, U.S. retail rates have gone up pretty
11       significantly from 2000 to 2008.  They flattened out
12       somewhere around 2008 until now.  That's really been driven
13       by natural gas prices.  But what we've seen is states that
14       have deregulated have not really seen any reduction in rate
15       increase relative to states that are regulated.
16                 So if you believe the premise that folks
17       essentially regulated -- and typically it was the higher cost
18       states deregulated in an attempt to mitigate that and bring
19       the rates down to where the regulated states were, the rest
20       of the states were, that mission really hasn't occurred.
21                 And what we've seen is, you know, the development
22       of the wholesale market in the regional transmission
23       organizations.  We've seen this need for new investments.
24       I've talked about the billions of dollars my company has
25       invested, and we've done that with relatively flat kilowatt
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 1       hour sales.
 2                 And we're a pretty simple business when you try to
 3       figure out where out costs are.  You take our investments and
 4       divide it by kilowatt hour sales, and you can see the things
 5       that drive rates.  If we're having to invest more dollars,
 6       and the denominator is flat in that equation, our cents per
 7       kilowatt hours go up.
 8                 And if we look at where we're going, we're going to
 9       have tens of gigawatts of retirement of generation assets
10       going forward in terms of compliance with new environmental
11       regulations.  If you go to the government estimates, they're
12       saying between 1.8 to 2 trillion dollars of investments in
13       the U.S. utility industry.  If you're trying to make those
14       kinds of investments, absent a stable customer base, a stable
15       load base, it's a very difficult proposition to do.
16                 As you can imagine, AEP fights with just about
17       everybody else in the commercial markets trying to get
18       capital to invest.  And fundamentally utilities take large
19       amounts of capital, billions of dollars, and borrow about
20       half of that, and they put it to work for customers.  And
21       they're able to do that very cost effectively because
22       traditionally it has been a low-risk industry.
23                 The challenge with choice cap is if you remove that
24       choice cap, then you don't have a set load.  And that load
25       can leave as customers choose to go chase another lower cost
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 1       entity.  And remember prices do this, right (indicating) on
 2       commodity market pricing?  You want to look at natural gas
 3       prices, they're roughly 10, $12 per million BTU in 2008,
 4       today they're $2 to $3 a million BTU.  And there is a good
 5       chance they could go back up again.
 6                 And the point is as customers migrate from a
 7       regulated, or from a traditional utility, and take that
 8       choice, the remaining cost structure then goes to the
 9       customers that remain.  And then you kind of have the spiral
10       where again that kilowatt hours sales denominator starts
11       decreasing, the cost remains the same, so the costs go up,
12       and more customers switch and you can see that very quickly
13       you have a pretty unstable situation.
14                 That was recognized back in the 2006-2007 time
15       frame.  And there was a recognition that if we're going to
16       have people invest dollars into this state, you need to
17       provide some sort of stability.  And that's where our
18       customer quick choice cap comes in.  So that enables the
19       utility to go out and borrow those dollars, borrow them at
20       low cost because they're a relatively low risk entity.  That
21       cost savings gets passed right onto the customer.
22                 And I guess what I would tell you today is that
23       that is working.  If you look at the states like New Jersey
24       and Maryland, and I'm sure others will talk about this later
25       on today, there are mechanisms where they've had to go out
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 1       into the industry and inject things into the market, and not
 2       necessarily very cost effective.
 3                 So I guess I would tell you that fundamentally,
 4       Public Act 286 is working.  The example I would point you to
 5       is our Cook Power Plant, 2200 megawatts of some of the lowest
 6       cost power generation that's out there.  We're able to invest
 7       1.2 billion dollars over the next six years to continue and
 8       extend the life of that plant by 20 years.
 9                 Absent Public Act 286 and absent the cap on choice,
10       I don't know that I would be able to make that investment
11       today because I don't know that I would have the certainty of
12       having the load that I'm going to take over the next 20 years
13       to recover those costs.
14                 Thank you for your time this afternoon.
15                 DIRECTOR STEVE BAKKAL:  Thank you, Paul.
16                 Our next presenter is Mr. Gerhard Goss, Director of
17       Administration & Controlling at J. Rettenmaier USA.  Please
18       join me in welcoming Gerhard to the stage.
19                 MR. GERHARD GOSS:  Good afternoon.  Chairman
20       Quackenbush, Director Bakkal, thank you for having me.  It's
21       an honor to help in this process.
22                 Energy is a pretty complex subject for me.  I just
23       recently had the chance to look into that more.  And I would
24       like to share with you today in this process where we are in
25       this proper forum, energy, electricity from the eyes of a
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 1       Michigan manufacturer.
 2                 I would like to stay with the ground rules as you
 3       said earlier, and not go too much into political, technical
 4       moves and recommendations.  And I hope I achieve that by
 5       showing you some facts about our issues and the businesses.
 6                 There is something in there which shouldn't be
 7       there but I hope you can see that anyway.
 8                 First of all I would like to share with you that
 9       electric is a pretty major component of our calculations.
10       It's pretty unusual what I'm doing today because I share with
11       you some internal numbers, which we normally don't disclose
12       in order to prevent that competitors learn about our business
13       too much and can hurt us in the market.  Nevertheless, I
14       think it's very important and I tried to address some of
15       the issues.
16                 First of all I think that out-of-state electricity
17       is only available to Michigan utilities.  We cannot buy
18       directly from alternate energy suppliers; but the Michigan
19       utilities, as far as I understand, are buying wholesale out
20       of state already.  From my point of view, they are about 100
21       percent constrained because 10 percent cap means, from our
22       point of view, 90 percent is regulated.
23                 But that is related to the energy volume, not
24       really to the number of customers.  If I apply this logic,
25       then I come to the conclusion that significantly more than 90
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 1       percent of Michigan's economy is kept away from out-of-state
 2       competitive energy.
 3                 Another interesting factor is what we see, and I
 4       use the harsh word suffer from, is that we cannot even, in
 5       Michigan, choose the utility provider for electricity which
 6       are Michigan companies.  They have set territories which is
 7       blocking us to freely decide from which Michigan utility we
 8       purchase electricity.
 9                 Overall we see several electricity user types from
10       residential, municipalities, school, commercial and
11       manufacturing, which is typically referred to as industry.
12       And with the exception of the residential, I don't think that
13       jobs are created there.  But if you look at the assets, it's
14       an interesting situation.
15                 Residential users of electricity have building
16       assets; municipalities have the infrastructure which they
17       provide to the community and buildings; schools add office
18       furniture to that; commercial is buildings and their
19       inventory; and manufacturing has all of that, plus equipment.
20                 What does it now mean?  From my point of view it
21       means that assets create property taxes.  That means
22       typically, in general terms, manufacturing has the highest,
23       generates the highest amount of property taxes; while they
24       also, based on the fact they have equipment, typically seem
25       to have the highest electric usage.
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 1                 In essence that means to a capitalistically-run
 2       company, that when electricity costs are high, they absorb a
 3       lot of cash, which could be available for additional assets.
 4       And therefore high electricity costs ultimately affect a
 5       generation of property taxes.
 6                 If we look at the industrial segment of these
 7       typical users, we see that there are plants that are only in
 8       Michigan, others are in Michigan and other states, other
 9       state's plants, then we have companies that are located out
10       of state only, but they are interested in coming to the
11       state, whereas others are just simply not interested in the
12       moment.
13                 But the ultimate question at the end is where will
14       the next investment go.  That brings me now to our company,
15       J. Rettenmaier USA LP.  A German investor came to the United
16       States in about 1997 and invested in a manufacturing site
17       which makes natural fibers and functional fillers from
18       renewable resources, and built this business since that time
19       to 130 jobs in Michigan, while they also added a plant in
20       Iowa in 2003, which has now about 15 jobs in Iowa.
21                 Now why do I tell you all that, what's the relation
22       to energy?  We have a unique situation that we have three
23       plants and all of these plants are in a different territory
24       of a utility.
25                 In 2012, our company saw in its headquarter
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 1       territory from AEP, Indiana Michigan Power, an average
 2       kilowatt hour price of 7.1 cents; Portage Michigan, Consumers
 3       Energy territory, 11.2; whereas in Iowa, Allian Energy as the
 4       utility has an average cost of 5.7 cents a kilowatt hour.
 5                 If I take this Iowa rate and apply it to the usage
 6       in the Schoolcraft and Portage plants, the two Michigan
 7       plants, we would have had a saving of 1 million dollars last
 8       year.  Where will our next investment go?
 9                 We also try with the limited information we have
10       available to figure out what our competitors' electricity
11       costs are.  And I looked at the U.S. Energy Information
12       Administration Data, and saw for the locations where our
13       competitors are there are certain costs and compared that
14       obviously to our price in Portage and Schoolcraft.  And I
15       find a weighted average of 8.1 cents per kilowatt hour in
16       Michigan.
17                 I see also, and I did not want to delete that fact,
18       I saw New York where one of our competitors is, has a rate of
19       15.5.  Why is this company not moving here to Michigan?
20                 But actually I found also that Niagra County Center
21       for Economic Development is posting on their website that
22       they have the cheapest electricity in the nation, and
23       companies of all sizes have access to that if they just sign
24       up with a certain program that they offer.
25                 All that means to me that this 15.5 cents per
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 1       kilowatt hour is not a data point which I would like to use
 2       or recommend using in a comparison at all.
 3                 Overall I come to the conclusion that we have a
 4       significant competitive disadvantage in Michigan.
 5                 If I look at the history when our company came to
 6       the United States and started production in 2000, that was
 7       just when the market opened, I understand, to competitive
 8       energy.  AEP offered us a rate of 4.5 cents, which was, I
 9       think a very competitive, attractive rate, which also
10       motivated our investor, our company to come here.  And that
11       rate stayed stable until 2008.
12                 I understand that in 2008, the law changed in
13       Michigan, and the cap was introduced.  Since that time we see
14       year after year rate increases.  Last year up to 7.1 cents a
15       kilowatt hour.  The first two months in 2013 the average of
16       these two months is 8.2.  So the increase continued.  There
17       seems to be no end.
18                 So far in the last four years we had a 60 percent
19       cost increase which probably affects many other companies,
20       not only us.
21                 But I referred to earlier that we don't -- we find
22       ourselves in a position that we can't freely choose from
23       other Michigan utilities.  Our plant in Portage, not far from
24       here, didn't see a lot of increases in the last couple of
25       years, only 4.3 percent from 2010 to now, but it's an
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 1       extremely high and uncompetitive level from 10 cents a
 2       kilowatt hour up to 11.2.
 3                 You can feel like I probably feel that we would
 4       love to buy from AEP in Portage, but their territory doesn't
 5       allow it.
 6                 What did we do?  We contacted an alternate energy
 7       supplier.  We put ourselves in the so-called queue, so where
 8       we are now waiting like 10,500 other companies.  What would
 9       it have done for us if the cap would have opened up?  We
10       would have saved last year 35 percent.
11                 These extreme electricity costs are putting jobs at
12       this plant at risk.  What can a company now do in order to
13       control energy costs, electricity costs?  I think our basis
14       is based on a simple mathematical equation, consumption times
15       rate equals cost.
16                 We started out with a pretty sophisticated energy
17       efficient process, engineering did what they could to keep
18       the consumption down.  The use is also generated by the
19       equipment.  We tried to keep our equipment as efficient as
20       possible, run 24-hours operation for off-peak utilization.
21       We manage motor starts to control the peak demands to keep
22       demand charges low.  Install capacitor banks to reduce power
23       factors or take advantage of power factor optimization,
24       etcetera.
25                 But the rate, the tariff change we can't do because
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 1       purchasing of energy is done in the following way; the
 2       manufacturer is hooking up, consumes electricity, and the
 3       accounting department just pays the bill and files the
 4       invoice away.
 5                 Purchasing is absolutely not involved.  There is no
 6       negotiation that can take place, there is no interaction.
 7       Tariffs are setting the price that we have to pay.
 8                 The Public Service Commission has interaction with
 9       the utilities.  And with a little bit of smile on my face I
10       have to say you are our purchasing agent.  But unfortunately
11       it was the first time today that I met the commissioner, he
12       never talked to our purchasing arm.
13                 Lifting the cap means a lot of things.  Electricity
14       savings will turn into investments.  Rettenmaier facilities
15       would have saved $400,000 last year.  10,500 companies in
16       Michigan are waiting together with us.
17                 Businesses are migrating out of state.  That can be
18       slowed down.  Rettenmaier unfortunately had to move some of
19       its production already to Iowa.
20                 New businesses will be attracted to Michigan if the
21       cap would be lifted.  What a great opportunity for us.  Tax
22       base would grow.  Rettenmaier will pay its share, no problem.
23       Positive tax revenues will go up, budget impact will be
24       impacted.  Jobs will be maintained.
25                 The funny thing is also more electricity will be
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 1       needed because more investment will be done in equipment.  We
 2       have no concern with that.  We will pay it if the price for
 3       electricity is competitive, and the utilities were allowed to
 4       sell more.
 5                 In conclusion, a simple question, can Michigan
 6       increase electricity prices in other states?  I don't think
 7       so.  Therefore I think we have no other choice but to face
 8       competition.
 9                 One answer might be to allow competition -- it
10       might be allowing competition that the electricity market can
11       regulate itself, supply and demand.
12                 I would like to reemphasize that we support the
13       Governor's decision-making process here, and our company is
14       not alone.  More than 10,500 companies are waiting in the
15       queue.  If these companies on average would only have half of
16       the staff which we have, that represents 700,000 jobs.  If
17       I'm 50 percent off, it's 350,000 jobs, still a staggering
18       number.  And without any doubt from me, all that represents a
19       large portion of our state's economy in the future, and all
20       these deserve affordable energy; which is, funny enough also
21       in the lower part of the banner for this event which has the
22       word affordable in there.
23                 Thank you very much.
24                 DIRECTOR STEVE BAKKAL:  Thank you, Gerhard.
25                 Our next presenter is Jill Burnett, Marketing
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 1       Director from THAW, The Heat and Warmth Fund.  Please join me
 2       in welcoming her.
 3                 MS. JILL BURNETT:  Thank you, Director Bakkal and
 4       Chairman Quackenbush, for the opportunity to present here
 5       today.
 6                 My name is Jill Burnett, I'm the market director at
 7       the Heat and Warmth Fund, and I'm speaking today on behalf of
 8       our CEO Susan Shara who is attending the Governor's economic
 9       summit in Detroit today.  So that being said, I didn't know
10       that I would be here until Friday afternoon, so I will be
11       using my notes.
12                 THAW has been around for 27 years, we're a
13       statewide organization and we provide energy assistance to
14       Michigan residents in need.  We are here today to remind
15       stakeholders of the challenges faced by the low-income
16       population with regard to energy affordability.
17                 We believe there is tremendous opportunity to
18       inspire accountability and energy efficiency among low-income
19       energy users.
20                 Energy is an essential commodity and we use it
21       before we buy it.  Not only that, we really don't even know
22       how much we use before we buy it.  We heat our home, turn on
23       our lights, watch TV, take hot showers, wash clothes, then
24       the energy bill shows up a month later.  One lump sum.  In
25       the winter months, that bill can be large.
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 1                 Many people in our state cannot afford the energy
 2       they consume.  And the policy and regulatory infrastructure
 3       authorize a system that allows a person without resources to
 4       go into debt quickly.
 5                 Reform is needed.  Charity cannot be the only
 6       option.  We need to make changes that will inspire and drive
 7       new behavior.  We need to meet the customer where they are,
 8       give them choices, support and tools that will help them
 9       become more efficient and more able to pay for the energy
10       they use.
11                 We believe that all households have the potential
12       to use less energy.  And that those in need will make a
13       greater contribution if they have a better understanding of
14       what energy costs, how much they use, and how they could use
15       less of it.
16                 The current system does not inspire that potential.
17       We want to build a system that intervenes before arrears are
18       unmanageable.  For example, a system geared towards
19       prepayment rather than debt collection.
20                 So what does a winning system look like?  In the
21       new system we are suggesting that the customer is helped
22       before they reach crisis, they are helped at the first sign
23       of trouble.  The assistance will come in smaller amounts and
24       be coupled with payments from the customer.  I'm going to
25       give you an illustration here and please note on the chart
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 1       that follows we made some assumptions, that utility rates and
 2       light-heat payments will remain at a constant level.  Someone
 3       laughed.
 4                 On average a low-income Michigan customer has an
 5       annual energy bill of $2500.  The customer is paying about
 6       900 and getting 600 in LIHEAP, which leaves a gap of a
 7       thousand dollars.  That gap is often covered by agencies like
 8       THAW which are funded in part by the taxpayer.
 9                 But we believe behavioral and structural changes
10       could lower low-income household consumption by 10 percent.
11       And with a more flexible transaction model, could increase
12       customer payment from $900 a year to $1,000 a year, that's
13       less than $10 more per month.  So they use less but pay more
14       for what they do use.  Longer term, we hope consumption can
15       be reduced by 15 percent and the customer will pay $1100
16       annually.
17                 Decreasing energy use and stimulating customer
18       payment will result in a 58 percent reduction in state energy
19       assistance.  Which means if the funding remains the same,
20       THAW would have the resources to help many more people who
21       are in need.
22                 To achieve this, THAW has launched an innovation
23       incubator called Michigan Home Energy Solutions.  Through
24       this in collaboration with our partners we are activating
25       several initiatives over the next three years that will help
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 1       us test and develop our future programs.
 2                 Our public-private partnerships allow us to
 3       innovate the work we do.  Our ongoing partnership with DTE
 4       was the launching pad for our mobile processing.  The DTE
 5       Neighborhood Energy Center and the more recent Care
 6       Management Pilot are great examples of us working with DTE to
 7       understand the paying points and the potential of low-income
 8       customers.
 9                 A year ago THAW entered a public-private
10       partnership with Consumers Energy, DHS and CLEAResults.  We
11       work with IDEO, a global product design firm best known for
12       the invention of the Apple mouse, to do a behavioral study of
13       low-income customers in Flint.
14                 From that study we identified a set of guiding
15       principles that have led us to the next step; meet the
16       low-income customer where they are, give them control, enable
17       quick wins.  These are the principles for the foundation of
18       our Clear Control Pilot.
19                 Today utility billing and payment systems work for
20       the middle income, but is a poor fit for the financial
21       realities of customers who struggle to pay their utility
22       bills.  The Clear Control Pilot will test a completely
23       redesigned billing and payment system that addresses the
24       unique needs of the low-income customers.  It will feature
25       frequent billing cycle, pay-as-you-go option, daily
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 1       consumption which is communicated to the customer, text
 2       messages alerts informing them how many days of energy they
 3       have left, quick access to small amounts of pre-approved aid,
 4       the elimination of arrears buildup.  Subsequent iterations of
 5       Clear Control will be through technology such as prepaid
 6       kiosks and a phone app to allow THAW and our utility partners
 7       to scale this initiative to thousands of low-income customers
 8       in need.
 9                 Reform, as we define it, enables agencies like THAW
10       to move from being a charitable giving organization to a
11       practical social innovator developing and providing real
12       world solutions to Michigan utilities while equipping the
13       low-income energy customer to pay for the energy they use.
14                 As new policy is developed we ask stakeholders to
15       consider the challenges of the low-income population with
16       regard to energy affordability.  We believe there is
17       tremendous potential to reach them before they enter crisis,
18       to inspire greater accountability, and also an opportunity to
19       extend our reach to more households in need.  We are on a
20       path to make a difference.
21                 Thank you for this opportunity to share our vision.
22                 DIRECTOR STEVE BAKKAL:  Thank you, Jill.
23                 Our next presenter is Nick Occhipinti, Director of
24       Policy and Community Activism, representing the West Michigan
25       Environmental Action Council.
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 1                 Please join me in welcoming Nick to the stage.
 2                 MR. NICHOLAS OCCHIPINTI:  Thank you so much.
 3                 My name is Nick Occhipinti.  I'm the policy
 4       director at the West Michigan Environmental Action Council.
 5       WMEAC is a 501(c)(3), nonprofit based organization in Grand
 6       Rapids focused on sustainable communities and protecting
 7       water resources.  We've been around since 1968.
 8                 I'd like to thank the Director and Chairman and
 9       Governor for doing this.  This is a great opportunity to have
10       a statewide conversation and we look forward to the plan.
11                 I'm going to talk about controlling costs and
12       minimizing risks.  I'm going to highlight some Michigan
13       initiatives, and then look at some state policy tool
14       databases to address some of the questions that were asked by
15       the Commission.
16                 I'd like to start off with this quote because it
17       shows the unifying opportunity behind energy efficiency from
18       the U.S. Chamber of Commerce, "The best source of new energy
19       is the energy we can save every day.  We must expand the
20       suite of voluntary programs, mandates and fiscal incentives
21       for greater benefits of energy efficiency."  We sent this to
22       the Congress and the President.
23                 Now what would interest a group like the U.S.
24       Chamber of Commerce so much in energy efficiency?  I think we
25       can answer that in this next slide.  I've got circled there
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 1       the costs in Michigan for renewal -- for energy efficiency,
 2       $20 per megawatt hour, the cheapest, cleanest and most
 3       quickly-deployed source of load matching energy available to
 4       Michiganders.
 5                 Also note there the Public Service Commission
 6       levelized cost of renewable energy at $82 per megawatt hour.
 7       That's following a downward trend.  So we're getting to a
 8       point where renewable energy is really cost competitive.
 9                 The City of Holland signed a green contract for
10       about $45 per megawatt hour for the first ten years.  And
11       it's a super exciting opportunity here.
12                 The second piece of this is minimizing risk in
13       price volatility.  You know, a couple -- well last March,
14       2012, we saw natural gas bottom out at 2.25 per thousand
15       cubic feet.  That's pretty low.  But it was just a few years
16       ago that it was 10.79 per thousand cubic feet.  That's a 400
17       percent drop in just a few years.
18                 The point is that we need to expect price
19       volatility.  Natural gas is low now, we don't know where it's
20       going.  We can project, we can predict.  I read an article
21       over the weekend, Declining Storage Boosts Natural Gas
22       Prices.  It's a market place, it moves all over the place.
23                 Same thing with coal.  This is the real price over
24       the last 50 years.  This is from the EIA.  The point here is
25       pretty simple, diversify the portfolio with low marginal cost
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 1       clean energy and energy efficiency.
 2                 A third point I'd like to talk about is one that's
 3       a little more technical, but it's very important.  That's, we
 4       got to look at monetizing externalities.  To find the real
 5       cost of energy we have to do this.  Until we do that, we're
 6       producing and consuming energy inefficiently.  We haven't hit
 7       the optimal market price.
 8                 There is a graph here from grad school.  It's the
 9       economic proof of this concept.  I'm not going to go through
10       that, but it's real.
11                 So to monetize the true costs, we're looking at
12       over a billion dollars annually in Michigan.  What am I
13       talking about with externalities?  This is a study prepared
14       by the Environmental Health and Engineering Firm.  And
15       annually in Michigan we have 1.5 billion dollars of public
16       health impacts from the top nine coal plants.  That's just
17       public health impacts.  It's not -- it doesn't include other
18       natural resource impacts, and other externalities that really
19       should be factored into the real cost of energy.  You know,
20       this comes in the form of premature mortality,
21       cardiovascular, hospital admissions, asthma, restrictive
22       child activity days.
23                 Now if we're real about this, and if you put on
24       your econ hat, externalities are a yearly billion dollar
25       subsidy for Michiganders to ratepayers.
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 1                 So what's one way we can start to monetize
 2       externalities here?  Well we can look at integrative resource
 3       planning, and expanding that and making it more robust.  That
 4       would include a valuation of externalities.  We could add
 5       regulatory and pollution cost control to that process.  And
 6       all of those energy generation decisions should compete
 7       against energy optimization.
 8                 You're thinking, oh, it's impossible to monitor
 9       those externalities, he's kind of out there.  I would argue
10       it's not.  It's difficult, yes, but the Holland Board of
11       Public Works actually did it last year here in Michigan.
12       They had a community stakeholder process that they called
13       Sustainable Return on Investments.  They hired an economist
14       to come in and facilitate that.  They did, it's basically a
15       cost-benefits analysis that includes the social return on
16       investment that monetizes the external costs and benefits for
17       the community.
18                 And sure enough, this is published online, we have
19       seven scenarios, A through G.  The green represents the
20       social return on investments, the benefit.  The blue is the
21       direct financial cost, you can check that out online.
22                 So another cool thing came out of this Holland
23       energy planning process.  The more time and thought given to
24       energy generation and energy community planning, community
25       participation emerged, creativity emerged.
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 1                 Let me give you some examples.  So they came out
 2       with seven task forces around designing and implementing a
 3       plan in Holland that included a retrofit task force, a
 4       labeling task force, education outreach and so on.  And from
 5       that emerged a number of really cool ideas.
 6                 I'd like to highlight one of them which is a
 7       favorite of mine.  It's an innovative financing model called
 8       On-Bill Financing.  And they're using on-bill or
 9       pay-as-you-say financing.  They're looking at that to go
10       deeper into the retrofits and deeper into each home.  What is
11       it about on-bill financing that I'm so excited about and I
12       hope that others would be?  Well the audits and retrofits are
13       paid directly on utility bills from the savings of newly
14       installed efficiency improvements.
15                 It's a really great opportunity because if you can
16       have that upfront chunk paid for, it's a lot easier for a
17       homeowner or business to invest in it because it doesn't have
18       to compete, opportunity costs, it doesn't have to compete
19       against the other major investments of the business or the
20       family, which for many people is groceries or a car or
21       whatever.  So it directly goes to that, opportunity costs,
22       transaction costs, risk and the landlord-tenant dilemma.
23       Really cool opportunity there in Holland.
24                 Some notable programs from around the country.
25                 Another local initiative that I'd like to highlight
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 1       is in the Grand Rapids area.  It's the Better Buildings for
 2       Michigan program.  This is a DOE ARRA grant-funded program
 3       that's going to end this summer, but by the time it ends,
 4       we'll have audited and retrofitted more than 2000 homes in
 5       Michigan.  This is a community, network and neighborhood
 6       level approach.  It was open to all income levels.  It was to
 7       help clients access incentives and affordable loans.  So a
 8       really cool program.
 9                 You can see the blower door there that pressurizes
10       the home, and allows them to come back with an infrared
11       scanner and find out where all the leaks are in the home.
12       Better Buildings for Michigan was not -- it's not about light
13       bulbs, right?  Every one has that idea.
14                 Energy efficiency is much deeper, much better than
15       that.  It's real and permanent home energy improvements such
16       as insulation and air sealing.  And we're looking at 15 to 20
17       percent improvement when that's done.
18                 Another takeaway from the Better Buildings Program
19       that we had was cold-call recruiting energy efficiency
20       customers is expensive, it's difficult, it's hard to do.  But
21       we shouldn't necessarily have to do that, it's not the best
22       way to get those customers.  We already have regulated
23       relationships, we have other ways to reach out to customers.
24       The Public Service Commission and some of the major utilities
25       have used an opt-out program with Smart Meters.  It's had
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 1       some success, and I would argue that we need to develop
 2       mechanisms like that to pull in that interest and an
 3       automated way that preserves choice, but still makes it
 4       cheaper to grab those customers.
 5                 Another lesson learned from the Better Buildings
 6       Initiative is that there is issues with homes that allow us,
 7       or prevent us, sorry, from actually improving the home.  So
 8       nob and tube wiring, asbestos, lead.  Right now if there is
 9       asbestos in a home, it's pretty difficult to upgrade that
10       home from an energy retrofit perspective.  We need new ideas,
11       new programs, new financing programs to get in all of these
12       homes, preferably all in one go.
13                 So what are some state level policy tools to
14       encourage expanded energy efficiency?  Well the first of
15       course is the resource standard, the energy efficiency, one
16       percent electric requirement that we have here, and .75
17       percent for natural gas.  That will expire in 2015.  Twenty
18       other states currently have Energy Efficiency Resource
19       Standards with seven having goals.  It's not the only tool.
20       There are other tools out there to encourage it.  These are a
21       listing of other states that have Energy Efficiency Resource
22       Standard.
23                 Some other policy tools out there, I won't go into
24       this but I like to draw the attention to the fact there is a
25       database from the DOE online that has fifty states, and a


O'Brien & Bails Court Reporting & Video







Page 42


 1       state-by-state comparison of regulations, rules and policies.
 2                 I submit that for the Committee's review, as well
 3       as financial policy tools.  States have used different tax
 4       codes, rebates, grants, loans, bonds.  Lots of options out
 5       there, and this gives us a state-by-state breakdown of how to
 6       do that.
 7                 That's all I have.  Thank you so much for your
 8       time.  I appreciate it.
 9                 DIRECTOR STEVE BAKKAL:  Thank you, Nick.
10                 Our next presenter is Marty Kushler, Senior Fellow
11       representing the American Council for an Energy-Efficiency
12       Economy.  Please join me in welcoming Marty to the stage.
13                 MR. MARTIN KUSHLER:  Good afternoon.  Thank you to
14       Chairman Quackenbush and Director Bakkal and members of the
15       audience for being here.  I really appreciate the opportunity
16       to speak with you today on this very important subject.
17                 The title of my presentation is Five Key Reasons
18       Why Energy Efficiency is Michigan's First Priority Energy
19       Resource.  The material that I'll be presenting today relates
20       particularly to two of the questions identified for this
21       energy policy review.
22                 First, energy efficiency, question two relating to
23       the cost effectiveness of energy efficiency, and I'll talk
24       about that at two levels.  One is at the macroeconomic level
25       relating to Michigan's dollar drain for imported energy.  The
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 1       other is more directly energy efficiency as a utility system
 2       resource.
 3                 And for question ten, addressing remaining energy
 4       efficiency potential, I'll present data on Michigan's older
 5       building stock, and provide some recent data on existing
 6       buildings and equipment efficiency in Michigan.
 7                 I'd like to begin with a provacative assertion that
 8       it is arguably the case that high energy costs and Michigan's
 9       huge energy import dependence are the single biggest factors
10       explaining Michigan's tough economic times that we've
11       experienced since the year 2000.  In a moment I'll show you
12       some data that leads me to that conclusion.  But I want to
13       emphasize that getting Michigan's energy policy right is
14       critically important for Michigan's economic future.
15                 I will begin with key point number one, Michigan
16       has a huge energy problem.  Michigan uses a lot of energy.
17       The total cost of our energy was 22 billion dollars per year
18       in the year 2000, and that was in the era before energy
19       prices took off globally.
20                 By 2010 that had increased to over 31 billion
21       dollars, the ninth highest cost burden in the nation.  But
22       most importantly Michigan is almost totally depending on
23       fuels imported from other states and countries.  We import
24       100 percent of the coal and uranium we use, 96 percent of the
25       oil and petroleum products, and 80 percent of the natural
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 1       gas.
 2                 This graph helps illustrate those economic
 3       consequences.  This is a graph comparing total Michigan State
 4       taxes of all types versus Michigan energy costs in the year
 5       2000 versus 2010.  You can see in 2000 by coincidence those
 6       costs were almost the same, our energy costs were almost the
 7       same as our total tax burden.  By 2010 tax burden had
 8       increased very little, total energy costs had increased by
 9       over 40 percent.
10                 But what is most damaging is the cost of Michigan's
11       energy imports.  Again before the new high energy cost era,
12       we were exporting about 12 billion dollars a year to pay for
13       energy imports of all types.  At 2010 market prices this
14       dollar outflow is over 20 billion dollars per year.  This is
15       a huge economic drain on our state economy.
16                 This graph helps illustrate that economic burden on
17       homes and businesses in Michigan.  It compares total Michigan
18       taxes again in the year 2010 to total energy costs.  The
19       orange shaded portion of that bar is the amount that leaves
20       the state to import fuels.  You'll notice that the total
21       amount of that energy dollar drain for those costs is almost
22       the same as our total state tax burden.
23                 Yet these two costs have very different
24       implications on the Michigan economy.  State tax dollars are
25       re-spent almost entirely in the local economy within the
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 1       State of Michigan.  Those 20 billion dollars in energy costs
 2       leave the state entirely.
 3                 And yet in Lansing, over the years, you'll hear
 4       endless debate over that left bar on the total tax burden on
 5       individuals, almost no discussion of that energy burden.  A
 6       major exception to that is the current energy policy review
 7       that we're undergoing, and I really compliment the State of
 8       Michigan for undertaking this effort.
 9                 But again the effects on that state economy, just
10       that additional 8 billion dollar annual drain in 2010 versus
11       2000 is roughly equivalent to the lost payroll from closing
12       160 major manufacturing plants.  And for that assumption, a
13       thousand jobs at $50,000 each, you can do the math yourself.
14       This is a profound economic impact on the State of Michigan.
15                 Key point number two, Michigan's future is not in
16       fossil fuels.  This data shows Michigan's recoverable
17       reserves as a share of U.S. recoverable reserves, source U.S.
18       Energy Information Administration.  Coal, zero percent;
19       uranium, zero percent; oil, 0.2 percent; natural gas, one
20       percent.  Why would Michigan support policies that encourage
21       greater consumption in these resources?  Michigan needs to
22       emphasize energy efficiency and Michigan-based renewable
23       energy.
24                 And the good news comes in key point number three,
25       and that is that it's much cheaper to save energy than it is
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 1       to produce it.  We can save electricity for about one-third
 2       the cost of producing it through a new power plant and that
 3       comes with no carbon emissions.
 4                 This is a graph showing the relative costs of
 5       different electricity resource options.  The vertical access
 6       is the levelized cost in cents per kilowatt hour.  You can
 7       see the various energy resource plate across the bottom
 8       there.
 9                 I particularly like this graph because it's
10       prepared by Lazard, Inc., which as I understand it is the
11       largest consulting firm for the international banking
12       communities.  So this is not a chart prepared by a bunch of
13       tree huggers.  This is what Lazard tells their business
14       clients.
15                 You'll notice the far left bar, Energy Efficiency,
16       the midpoint of that bar -- each bar represents kind of the
17       range in costs across different sources.  The midpoint, about
18       2 1/2 cents per kilowatt hours.  Looking over for natural
19       gas, the mid point is a little over 8 cents, coal a little
20       over 12 cents.  You can see the other various resources
21       played out across that graph.
22                 Closer to home, this is data from the Michigan
23       Public Service Commission, and I provided the references and
24       citations for all this data.  But it's based on Michigan's
25       own experience with energy optimization, energy efficiency
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 1       costs about 2 cents a kilowatt hours; the new natural gas
 2       combined cycle plant is 6.6 cents; new coal plant, 11.1
 3       cents.  The fourth bullet is particularly interesting because
 4       it's the current weighted average of power supply costs in
 5       Michigan from existing power supply and purchase power.  That
 6       doesn't even factor in the cost of a new plant.  And again
 7       energy efficiency, less than a third of the cost of those
 8       other sources.
 9                 This brings me to key point number four.
10       Experience since 2008 shows that energy efficiency is already
11       working in Michigan.  There is a quote here from PA295, that
12       was the legislation that established our energy efficiency
13       resource standards in 2008, "The overall goal of an energy
14       optimization plan shall be to reduce the future costs of
15       provider service to customers.  In particular, an energy
16       optimization plan shall be designed to delay the needs for
17       constructing new electric generating facilities and thereby
18       protect consumers from incurring the costs of such
19       construction."
20                 What I'm showing here is a graph from the Michigan
21       21st Century Energy Plan.  This is an effort undertaken by
22       the Public Service Commission in 2006 and 2007 to take a look
23       at Michigan's energy future.  This graph shows -- you'll see
24       the slope across the top of the graph is what you would see
25       for projected increases in energy demand over time.  See if I
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 1       can get my pointer to work here.  There.  This is the
 2       projected increase in energy demand.
 3                 This is the business-as-usual case.  This was the
 4       state of energy, or of energy regulation in Michigan, and
 5       energy supply up through 2007.  They were projecting a need
 6       for four additional new coal plants and about a thousand,
 7       over a thousand megawatts of additional gas plants.  This was
 8       business as usual.  This is what was going to happen in the
 9       State of Michigan at that point in time.
10                 But the Public Service Commission to their credit
11       decided we need to take a look at this.  Is this really the
12       future that we want.  And what they did is looked at an
13       alternate scenario, the Energy Efficiency & Renewable Energy
14       Scenario.  And what you see here is the same basic increase
15       over time of projected forecast of electricity demand.  But
16       instead of coal and natural gas plants, they filled it in
17       with energy efficiency and renewable energy, cutting the need
18       only down to one new coal plant.  The rest of the supply
19       would be met by energy efficiency and renewable energy.
20                 And this is the conclusions from the plan.
21       Modeling from the plan showed that, in the absence of any
22       energy efficiency program, Michigan would need no fewer than
23       four new 500 MW base load plants by 2015.  With the energy
24       efficiency program, the model decreased that need to two.
25       With the addition of an RPS, it decreased to one new plant by
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 1       2015.
 2                 Their conclusion, again by displacing fossil fuel
 3       energy, energy efficiency alone would save Michigan three
 4       billion dollars in electricity costs over the next 20 years.
 5                 The 21st Century Plan helped to lead directly to
 6       the passage of PA295 in 2008 where Michigan created for the
 7       first time a requirement for utility energy efficiency
 8       programs, including annual energy savings requirements, and a
 9       requirement for a renewable energy.  Essentially Michigan has
10       followed that energy efficiency and renewable energy scenario
11       from that 21st Century Plan, and has avoided billions of
12       dollars in costs for new electric generating plants that
13       would have been built under the old scenario.
14                 Again, to refresh your memory, this is essentially
15       the path that Michigan has followed.  And in part, due to
16       reduced consumption because of the economic recession, we
17       actual didn't even need the one coal plant that was left in
18       that scenario.  We've been able to avoid that costly
19       investment in a new plant during this time.
20                 If the analysis was repeated now, coal plants
21       wouldn't be selected at all.  They're much to expensive.
22       Energy efficiency would still by far be the first priority,
23       and renewable energy and natural gas would fill in the
24       remaining need.
25                 My last key point is that Michigan has enormous
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 1       remaining potential for energy efficiency.  Michigan's
 2       building stock is relatively old and inefficient.  Most of it
 3       was constructed prior to advanced building energy efficiency
 4       codes.  Recent data is available on existing buildings and
 5       equipment in Michigan and it shows a huge need for energy
 6       efficiency improvements.
 7                 In the interest of time I'll move through this very
 8       quickly, but I provide the references here on two sources.
 9       But both residential building stock and commercial building
10       stock, there is census data available on the age of our
11       building stock, and again two-thirds or more of it was built
12       before the advent of strong energy codes.  So we have a lot
13       of old, inefficient building stock out there.
14                 In terms of detailed information on building and
15       equipment stock, the MPSC oversaw two efforts to gather
16       information based on over a thousand residential onsite
17       inspections, over 200 commercial building onsite inspections.
18       I provided the links there and the references to that
19       material.
20                 You can look at my presentation, I won't go through
21       the numbers, but I've itemized here the results of these
22       onsite studies, randomly selected individual buildings, in
23       Michigan.  Just a phenomenal amount of additional need for
24       energy efficiency improvement.
25                 We have the data available, we've barely scratched
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 1       the surface in terms of the energy efficiency we can capture
 2       in Michigan.
 3                 Thank you.
 4                 DIRECTOR STEVE BAKKAL:  Thank you, Marty.
 5                 Our next presenter is Gene Trisko, Attorney of Law,
 6       representing the American Coalition for Clean Coal
 7       Electricity.  Please join me in welcoming Gene to the stage.
 8                 MR. EUGENE TRISKO:  Thank you, Director Bakkal, and
 9       Chairman Quackenbush.
10                 I'm Gene Trisko, I'm an attorney in private
11       practice.  I started as an energy economist 35 years ago.
12       And I knew my timing was precisely correct because three
13       months later the first OPEC oil embargo hit, and I was left
14       with a 1973 Chevrolet Impala with a 327 V8.  At that point it
15       was welcome to Energy Economics 101.
16                 I'm here today on behalf of the American Coalition
17       For Clean Coal Electricity.  And ACCCE is a membership
18       organization headquartered in Washington DC.  Members include
19       major coal producers, all of America's Class I railroads, and
20       electric utilities including all three principal Michigan
21       electric utilities.
22                 I'm not going to say very much about railroads
23       latter in my presentation, but let me just indicate this,
24       railroads and coal go hand in hand.  Coal accounts for about
25       40 percent of railroad revenues.  And therefore coal is
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 1       helping to carry, if you will, a large amount of the fixed
 2       costs of the rail industry.  And policies that would result
 3       in a reduction of existing coal use would have impacts in
 4       terms of the costs of railroad transportation for all other
 5       goods.
 6                 ACCCE's mission is to promote clean coal
 7       technologies and the continued use of coal to provide
 8       reliable and affordable electric power from the nation's
 9       largest fossil energy resource.  We have more than 200 years
10       of remaining demonstrated coal reserves in this country.
11                 The topics I will address today in brief, first of
12       all, a review of Michigan's electrical utility air pollution
13       reductions; related improvements in air quality; the costs of
14       electric power produced by Michigan's existing coal fleet;
15       job implications of the utilization of coal; energy
16       affordability issues; and the policy reasons why coal should
17       remain a mainstay of Michigan's electric supply portfolio in
18       an all-of-the-above energy strategy that emphasizes reliable
19       sources of domestic energy.
20                 Coal, if you're not familiar, historically has
21       provided better than 50 percent of Michigan's total electric
22       energy supplies.  Today we are a tad below 50 percent.  This
23       slide is a summation of emissions contributing to PM2.5,
24       that's fine particulate matter regulated under the Clean Air
25       Act.
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 1                 And this is emission reductions.  The bar on the
 2       left is from coal-based generating units in Michigan, and
 3       this is the percent reduction between 1999 and 2010.  And
 4       coal-based units reduced their PM2.5 related emissions by 44
 5       percent, while all other sources of PM emissions reduced by
 6       26 percent.
 7                 On the ozone side, Michigan's coal-based power
 8       plants have reduced emissions of nitrogen oxide, that's a
 9       principal precursor emission to ozone, by 58 percent since
10       1999.  And that's largely been achieved through the retrofit
11       of selective catalytic reduction technology.  If you're not
12       familiar with that, it's just like the catalytic converter on
13       your car, except it's about the size of a house and it costs
14       a couple a hundred million dollars.
15                 Coal-based electric generation accounted for 14
16       percent of Michigan's total NOx emissions in 2010, compared
17       with 62 percent for on-road and off-road motor vehicles and
18       23 percent for industrial processes and fuel use.
19                 The reason why these numbers are important is that
20       coal used to represent about a third of total NOx emissions
21       in the United States, automobiles were another third, and all
22       other sources made up the remaining third.  As a result of
23       the NOx reductions under the Clean Air Act in the past
24       decade, coal's share of total NOx has declined dramatically.
25       14 percent now in Michigan.
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 1                 So most of the NOx related emission issues that you
 2       have in Michigan are related to on-road and off-road motor
 3       vehicles which are 62 percent of your inventory.
 4                 This is the short story on Michigan's air quality
 5       improvements for PM2.5, fine particulate matter.  This is the
 6       average design value which is geek speak for a three-year
 7       moving average of monitored ozone values, as an average
 8       across the State of Michigan.  The red line is the EPA
 9       standard PM2.5 of 15 micrograms.  That standard was just
10       reduced by the agency to 12 micrograms.  And if you look at
11       the writing on the right-hand side of the chart, by 2010
12       Michigan on average, your monitors were well below the
13       recently revised U.S. EPA standards.
14                 This is a similar story, this is your average for
15       ozone monitors across the State of Michigan.  The red line is
16       the current EPA ozone standard.  And you are now well below
17       it.
18                 In fact the major non-attainment area in Michigan
19       historically has been the Detroit area because of PM2.5.  And
20       the good news is that not only is Detroit now in attainment
21       with the 15 microgram PM2.5 standard, it will be in
22       attainment with the new 12 microgram standard when the
23       attainment deadline for that standard is at hand.
24                 A couple of charts on costs.  This is the
25       Department of Energy's summary of the costs, dollars per
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 1       megawatt hours in 2011 for a variety of energy generation
 2       technologies.  Now this is for building a new plant to come
 3       online in the year 2017.
 4                 The low cost shown is natural gas at $67 per
 5       megawatt hours, the high cost is solar thermal at $261 per
 6       megawatt hour.
 7                 Chairman, you might ask why has coal left coal off
 8       the list?  The reason for that is we are right now betwixt
 9       and between on EPA's new source performance standard for coal
10       plants.  They have proposed a standard that would require the
11       application of carbon capture technology of coal but not to
12       gas plants.  There are indications now that EPA may be
13       reconsidering that approach and will repropose the standard
14       that would provide separate standards for coal and natural
15       gas plants.  And that's a position of course that we strongly
16       favor.
17                 The next chart is your cost of generating
18       electricity from your existing coal fleet in Michigan that
19       provides about half of your electricity.  This is what would
20       be termed pretty close to a dispatch cost basis.  In other
21       words, plants are put online, dispatchable plants are put
22       online based upon their costs.  The lowest cost plants are
23       base load plants.  They run first.  The nuclear plant, the
24       nuclear base load plant is going to run first.  Then the coal
25       plants will run, in increasing order of costs, your variable
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 1       costs.
 2                 Now this includes fixed and variable O & M plus
 3       fuel costs.  Fixed costs are not included in the dispatch
 4       cost that I mentioned.  They would be about $5 in round
 5       numbers of these values.  So you're talking about a dispatch
 6       cost for your fleet on the order of $30 per megawatt hour for
 7       the years 2011 and 2012.  And that's half of your electric
 8       power.
 9                 That, ladies and gentlemen, is a very valuable
10       resource to have available to you.  That translates in cents
11       per kilowatt hour because we've been talking in those terms
12       to about 3 cents per kilowatt hour for running coal plants
13       for variable operating maintenance and fuel costs.
14                 A couple of job charts.  This one from the
15       Department of Energy on operating jobs.  Nuclear is --
16       nuclear is far and away the most job intensive of energy
17       technologies.  And this chart is showing about 500 jobs per
18       megawatt of capacity for nuclear, 220 jobs for coal, wind at
19       90 jobs, and natural gas at 60.  Many natural gas combine
20       cycle plants.
21                 Chairman, if you use Google Earth and go around the
22       country and take a look at these plants, I have a power point
23       presentation called Parking Lot Project.  It counts the
24       number of vehicles in the parking lots at power plants and
25       other energy facilities.  Coal plants, nuclear plants, will


O'Brien & Bails Court Reporting & Video







Page 57


 1       typically see 300 to 400 vehicles.  And that's a 24/7
 2       operation with three shifts.
 3                 You go to a natural gas combined cycle plant, there
 4       may be two or three or four vehicles in the parking lot, many
 5       of them are remotely controlled, remotely dispatched.
 6                 The next chart are some data from the National
 7       Commission on Energy Policy on the construction side, if
 8       you're thinking about building new energy capacity.  And what
 9       we find here is that again nuclear is the most job intensive,
10       far and a way, because of its technical complexity, the
11       safety requirements, and so forth, followed by supercritical
12       PC coal plants, IGCC gasified coal, gas combined cycle and
13       then onshore wind.
14                 Generally coal plants from a construction job
15       standpoint require about three to four times more
16       construction labor than either natural gas or an onshore
17       wind.
18                 Affordability, 53 percent of Michigan households
19       earn less than $50,000 annually, average aftertax income of
20       $22,800.  You have two million Michigan households earning
21       less than $50,000 a year gross.  Those households this year
22       will spend an estimated average of 21 percent of their
23       aftertax income on gasoline and household utilities.  Our
24       point is that every marginal energy dollar counts to those
25       who can least afford energy prices.
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 1                 Price volatility, we see fuel diversity as the key
 2       to maintaining reliability and affordability in energy
 3       markets.  Excessive reliance on fuels with historically high
 4       price volatility can risk the stability of future electricity
 5       prices.  Coal plants reduce the risk of fuel supply
 6       disruptions because unlike some other energy technologies,
 7       they maintain months' worth of fuel supplies on site.  Other
 8       types of technologies depend upon the availability of the
 9       supply, it has to be delivered.  The coal plant has a 40- or
10       a 60- or a 70-day supply of coal sitting on the ground.  So
11       deliverability is not an issue.
12                 State and federal "all of the above" energy
13       policies should encourage, not deter, fuel diversity,
14       including advanced coal options.  Michigan is strategically
15       located to source coal from all three major U.S. producing
16       regions, that's the Appalachian, the Illinois basin, and the
17       west.
18                 Preserving low-cost generation provided by existing
19       units equipped with clean coal technologies will help
20       Michigan to maintain affordable energy prices.
21                 Thanks to the Governor, thanks to the Public
22       Service Commission for engaging this public process, and
23       building a record to help the state make good decisions in
24       the future.  And we'll supply some additional materials and
25       data for the record.
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 1                 Thank you very much.
 2                 DIRECTOR STEVE BAKKAL:  Thank you, Gene.
 3                 Before I introduce our next speaker, we do have a
 4       few more members of the legislature that are here with us.
 5       Representative Amanda Price, Member of the House Energy And
 6       Technology Committee.
 7                 Also Representative Sean McCann also is here with
 8       us, and I believe he wants to say a few words.
 9                 Representative.
10                 REPRESENTATIVE SEAN McCANN:  Thank you, Steve.
11       Good afternoon.  Thank you very much for letting me crash
12       your party.
13                 But seriously I appreciate the opportunity to be
14       accommodated and just say a few words.  Representative Price
15       and myself, we're trying to be a lot of places at the same
16       time so I appreciate this opportunity.
17                 I want to welcome you to the 60th District, my
18       district and home of the Kalamazoo Promise and the Broncos,
19       go Broncos.  We may need to do some jumping jacks between
20       sessions to liven it up a little bit.
21                 Anyway I just want to thank you for having me and
22       say a few words to add to the input process.  And I think
23       that I can't say that these are entirely representative of
24       the voters of my district, but I think they have some
25       residents, and I know I see a number of folks from the 60th
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 1       District here.  So nice to see you.
 2                 I think it's important that we support domestic gas
 3       and oil production, particularly for the interests of
 4       national security.  So I don't think that by any means that
 5       should be ruled out of Michigan's energy portfolio.
 6                 However, I think there is a real critical need to
 7       preserve our Pure Michigan brand that we value so highly,
 8       especially when it comes to our environment.
 9                 One of the issues that I hear a lot from my
10       constituents about is fracking and safety of fracking, and
11       particularly disclosure and knowledge of the safety of the
12       chemicals used in the fracking process.  That's number one.
13       And number two of a primary concern is the withdrawals of
14       water from our watershed.
15                 So I think that that has to be present as we talk
16       about using horizontal fracturing, going forth as an energy
17       source.
18                 I think that what often gets left out of the
19       conversation is how important it is to embrace renewable
20       energy and the jobs that can come up with it in addition to
21       the traditional energy sources.  That's something I feel
22       important about bringing that to the conversation since I
23       don't think it gets talked about enough in West Michigan.
24       But even though the 25 by '25 constitutional amendment went
25       away, I think it's very critical that we think about what our
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 1       next standard is going to be for renewable energy in Michigan
 2       since it looks likes we're on track to hit 10 percent by
 3       2015.  So I'm sure that's going to be a big part of your
 4       conversation here today that we set a strong and robust and
 5       achievable renewable energy standard higher than the 10
 6       percent that it is now.
 7                 I don't think 25 by '25 is such a bad idea, perhaps
 8       it just shouldn't -- I think the voters didn't want it to be
 9       necessarily in the constitution, but that doesn't mean it
10       shouldn't be in statute and that that shouldn't be something
11       we work very hard towards.
12                 Another document that's pretty easy to reference if
13       you go searching on the internet for is the Obama-Biden plan
14       for energy for the nation, which is to help create five
15       million new jobs by strategically investing 150 billion
16       dollars in the next ten years to catalyzed efforts in clean
17       energy.  I think we would be foolish as a state to miss this
18       opportunity to take these resources from the federal
19       government if they're put on the table.
20                 Again, it doesn't preclude oil and gas resources,
21       but to not take advantage and being stuck with what the
22       federal priorities are going to be, to miss those job
23       opportunities and to miss that ability to move into a
24       stronger, cleaner, renewable energy standard as a nation and
25       as a state, would be a huge missed opportunity.  Thank you.
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 1                 It's talking about a few points here.  10 percent,
 2       we're already on our way to being here, but 10 percent as a
 3       nation, winterizing homes and energy efficiency is the number
 4       one way to reduce our energy footprint and to encourage and
 5       incentive the use of biofuels, wind, solar and battery
 6       technology.
 7                 So to not be taking advantage of that, to not have
 8       that be part of our conversation.  We have a great academy
 9       here in Kalamazoo at Kalamazoo Valley Community College that
10       trains technicians to build and construct and maintain
11       windmills.  And those folks are getting jobs every where and
12       anywhere they want to go across the nation and the world.  We
13       need to keep some of those folks here in our community and in
14       our state working on those jobs.
15                 Let me just close by talking about how energy
16       policy is critical to us leading to address the pressing
17       issue of climate change.  It was about a year ago that we had
18       a heat wave that affected crops all across southwest
19       Michigan.  We've seen hurricanes and other storms that are
20       way out of the norm that acknowledge and remind us that this
21       has to be a priority for us as a nation and a state.
22                 So again let me thank you for this opportunity,
23       thank you for the warm reception.  And let us just remember
24       that this is our Pure, Pure Michigan that we want to have for
25       generations to come.
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 1                 I have children, we have children and grandchildren
 2       to pass our state and planet on to, and we have great ideas
 3       for how we can do that for centuries to come.
 4                 Thank you very much.
 5                 DIRECTOR STEVE BAKKAL:  Thank you, Representative.
 6                 Our next speaker is Steve Frenkel, Director of the
 7       Midwest Office, representing the Union of Concerned
 8       Scientists.  Please join me in welcoming Steve to the stage.
 9                 MR. STEVE FRENKEL:  Good afternoon, I'm Steve
10       Frenkel, I'm the Midwest Office Director of the Union of
11       Concerned Scientists.  And I thank the Director and the
12       Chairman for this opportunity today.
13                 Let's see if we can get our equipment working here.
14                 I'm Steve Frenkel with USC.  I appreciate the
15       opportunity to be here today.  The Union of Concerned
16       Scientists is a national science-based nonprofit.  We put
17       rigorous, independent science to work to solve the planet's
18       most pressing problems.
19                 I would like to address some of the questions that
20       Commissioner Quackenbush and his team have posted on the
21       website referring to renewable energy and that will be the
22       focus of my comments today.
23                 Specifically questions seven, eight and ten that
24       were posted on the website.  So those questions are, how does
25       Michigan's renewable requirement compare to other states?
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 1       What is the state's long-term potential for electricity from
 2       renewable sources?  And what are the current and projected
 3       relative costs of new generation sources in the state.  I'll
 4       handle those each one by one at a high level, and then of
 5       course will be providing more detail on the website itself.
 6                 First in comparing where Michigan stands, many of
 7       you know that Michigan standard is relatively modest compared
 8       to the 29 -- 28 other states with renewable energy standards
 9       around the country.  So we think that there is room for
10       Michigan to take more advantage of the renewable energy
11       resources that the state has.  Including other Midwestern
12       states like Illinois and Minnesota and Ohio, all of which
13       have stronger renewable energy standards.  We think there is
14       an opportunity for Michigan to step up to the plate and take
15       advantage of this opportunity to increase the standard.
16                 In fact 18 other states have already increased the
17       standards that they started with.  So Michigan would be in
18       good company by looking at that opportunity to expand its
19       renewable energy resources.
20                 When you look at where Michigan stands in
21       comparison with other states in terms of the total amount of
22       clean energy generation that these standards collectively
23       would provide, you can see Michigan is a little bit down in
24       the stack.  And other Midwestern states like Illinois,
25       Missouri, Wisconsin and others represent a bigger slice of
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 1       the renewable energy generation that is expected to come
 2       online by 2025 as a result of the existing clean energy
 3       standards.  So Michigan could occupy a bigger wedge of this
 4       future clean energy resource development by strengthening the
 5       existing standards that will be plateauing in 2015.
 6                 And we think about what's the potential of the
 7       State of Michigan to take advantage of clean energy
 8       resources, this table basically gives you a sense of, if you
 9       were to take away any of the constraints that would limit the
10       state's ability to develop its wind resources or its solar
11       resources, how much theoretical clean air potential is there
12       in Michigan?  And you can see there is a tremendous amount in
13       terms of gigawatt hours of potential generation that could be
14       tapped.  But then we have to factor in reasonable constraints
15       about siting, transmission, and the economic availability of
16       these resources.
17                 So when we look at the column
18       second-from-the-right, that gives you a more realistic sense
19       of what the economic and market limitations would layer on to
20       the theoretical potential.  But still it's a tremendous
21       potential for Michigan.  You can see there is 143,000
22       gigawatt hours of potential onshore wind generation potential
23       in Michigan.  And that's quite a bit more than the total
24       annual energy demand of the state.
25                 And so we realize that of course that's all partly
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 1       theoretical, right?  That would be a tremendous transition
 2       for Michigan's energy generation portfolio to embrace wind at
 3       that level.  But from a theoretical basis, there is really a
 4       lot more headroom in the clean energy generation menu that
 5       this state could take advantage of.
 6                 We talk about risks, we look at the full range of
 7       energy resources that are available to the state.  And I
 8       realize this is a little bit hard to read, but what this
 9       chart shows you is it ranks the different types of energy
10       generation resources that are out there by two different
11       variables; levelized cost of electricity, and risk.
12                 So when we think about risk, we think about cost,
13       regulatory risk, the availability of capital, and other risks
14       like for example access to water, carbon price risks, capital
15       shock, availability of fuel.  So when we look at the stack of
16       all these different resources, the resources listed at the
17       bottom represent the lowest risk and lowest cost.
18                 So reading up from the bottom we find that energy
19       efficiency is the least cost resource as we've heard from
20       others who spoke prior to me today.  That's a tremendous
21       opportunity for the state to not only save money for
22       consumers, but really benefit the economy by driving down
23       costs of operation for major business around the state.
24                 We know that not only does Michigan have a
25       relatively modest renewable energy policy, it has a
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 1       relatively modest energy efficiency policy at one percent.
 2       We know there are other states like Illinois and Minnesota,
 3       for example, that have a 2 percent and 1.5 percent energy
 4       efficiency standard respectively.  So just like on the
 5       renewable side, on the efficiency side, taking advantage of
 6       this cost resource could bring some great benefits to the
 7       State of Michigan.
 8                 So as you read up this list you'll find that
 9       onshore wind and natural gas come in near the bottom of the
10       list in terms of cost and risk.  And you'll find that
11       traditional fossil fuel generation from coal, nuclear power
12       come in much higher, both in terms of costs and risks.  We
13       think this is really, looking at these parameters and this
14       kind of matrix can be very instructive for policymakers to
15       understand the full range of their options, but to take into
16       account risk as an important variable in decision making as
17       you decide the State's energy future.
18                 Part of that is understanding the trajectory of
19       these costs, so what goes into assessing the cost of future
20       wind generation for example?  So we can look at the declining
21       cost of wind power historically, and then estimating that
22       cost reduction going forward.  We know that wind prices have
23       come down 9 percent since 1980, and even 20 percent just in
24       the last two years.  So we're seeing tremendous innovation in
25       wind technology and efficiency and production.
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 1                 And it's reducing those costs we expect from
 2       looking at a chart like this which summarizes several
 3       studies, looking at the forward price of wind generation,
 4       that that cost is expected to decline significantly over the
 5       next 25 years.
 6                 There is a similar story for solar power.  This is
 7       a historic graph showing the decline of solar photovoltaic
 8       production dating from 1998 to 2011 with a tremendous decline
 9       in price.  And we expect that those declines will accelerate.
10                 We've seen prices drop 75 percent just since 2008.
11       So there has really been dramatic cost savings in these
12       renewable energy technologies.  And as we've heard they can
13       provide an important hedge against the volatility of natural
14       gas, which I won't dwell on because I think everyone is
15       familiar with that story, but we don't know where natural gas
16       prices are going.  I think many folks expect upward pressure
17       in natural gas and I think we certainly understand the value
18       of wind and solar as an important hedge.
19                 We just heard from Mr. Trisko about the economics
20       of coal, and one of the important factors around coal is
21       rising prices of the coal, of the fuel itself that these coal
22       plants rely on.  So we've seen that Michigan coal prices have
23       doubled since 2002.  And when you factor in, that into the
24       rates of consumers in, Detroit Edison's rates that consumers
25       are facing, that's a major factor.  And part of that issue is


O'Brien & Bails Court Reporting & Video







Page 69


 1       the reliance of this imported fossil fuel resource, as you
 2       heard earlier.
 3                 UCS has estimated that the state spends more than a
 4       billion dollars a year importing coal from out of state.  You
 5       can see some of the states that benefit from the spending of
 6       Michigan utilities to import coal into the State of Michigan.
 7       We heard earlier that Michigan has no native coal resource,
 8       so the dependence of the state on coal is a tremendous
 9       liability.
10                 So how does that translate into what consumers
11       face?  We know that the rates have been rising.  So there is
12       risk to relying and walking into a future that's fossil base.
13                 So how can renewables and efficiency become a
14       bigger part of that mix?  We know that energy efficiency and
15       renewables will help consumers save money by reducing demands
16       and providing that important hedge.
17                 So one of the aspects of risk, we saw that coal
18       ranked high on that risk chart I showed you a few minutes
19       ago.  It's risky by a few measures; one of those risks is
20       economic risk.  So UCS did a national study recently where we
21       looked at every coal plant in the country and we compared the
22       cost of generating power from every coal plant to cleaner
23       energy sources like natural gas and wind power.  And with
24       every coal plant, including every coal plant in Michigan, and
25       if it was missing any essential air pollution controls, we
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 1       imposed the capital costs of those pollution controls onto
 2       that plant so that plant was protective of public health and
 3       the environment.  And we compared the cost of power from that
 4       coal plant to natural gas and wind, and we found Michigan
 5       ranks fifth in the country in the amount of at-risk,
 6       economically at-risk coal fire generation in the state.
 7                 So what this map shows you is that there is 3.5
 8       gigawatts or 3500 megawatts of economically vulnerable,
 9       at-risk coal generation across the state.
10                 And part of the reason Michigan coal fleet is at
11       risk is it's one of the oldest fleets in the country.  More
12       than half of the state's power plants are more than 50 years
13       old.  So those plants are older, they're smaller, they're
14       inefficient.  So in conducting this pass-fail test we found
15       there is a lot of vulnerability to the coal fleet in
16       Michigan.
17                 We found that 39 coal generators at 16 different
18       coal plants around the state have uneconomically, chemically
19       vulnerable coal generators.  So the combination of low gas
20       prices, regulations pushing this coal out of the market
21       place, we think that creates a great opportunity for cleaner
22       energy resources like wind and solar to help meet an
23       increasing share of Michigan's energy needs.
24                 So just to summarize, we know that Michigan's
25       current standard is relatively modest which needs to grow
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 1       economically so.  There is plenty of available, cost
 2       effective, renewable energy resources, energy efficiency
 3       resources in the state that have not been tapped, and we know
 4       these are relatively low-risk resources compared to the
 5       alternatives.
 6                 And lastly I'd like to leave the Chairman and
 7       Director Bakkal with a letter to Governor Snyder, signed by
 8       over a thousand USC supporters around the state calling for
 9       stronger and more ambitious clean energy standards.  So I
10       will give that to you.
11                 DIRECTOR STEVE BAKKAL:  Thank you, Steve.
12                 Our next presenter is Mr. David Fein, Vice
13       President of State Government Affairs representing Exelon.
14                 Please join me in welcoming David to the stage.
15                 MR. DAVID FEIN:  Good afternoon, every one.
16                 My name is David Fein and I represent a company
17       called Exelon.  We're based in Chicago, and we're a major
18       energy supplier.  We are a national leader in the energy
19       industry.  And just to give you a little bit of background
20       about us and our size and our scope, we are in 47 states and
21       the District of Columbia.  We've been here in Michigan
22       serving customers with electricity since 2002; and we've been
23       here serving natural gas back into the '90s.  So we're a big
24       player in this industry.
25                 I hear some people talk to us as these out-of-state
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 1       interests, but we're actually here in Michigan, investing in
 2       Michigan.  And I want to tell you a little bit about who we
 3       are, what we're doing here in the state.
 4                 We're providing the Chairman and the Director with
 5       a lot of data and information which I know is what you wanted
 6       in this presentation today.  I am not going to go through all
 7       the statistics and so forth.
 8                 But I want to leave you with this impression, and
 9       that is Michigan is debating its energy future much like many
10       other states around the country have.  While there are many
11       differences between Michigan and other states, these are
12       issues that have been tackled by other states.  You've heard
13       prior speakers talk about that, whether it's renewable
14       policy, whether it's energy efficiency, whether it's
15       restructuring of an old monopoly system like the gentleman
16       from AEP talked about.  These are all challenges that other
17       states have addressed.
18                 My company is here to attest to the fact that it
19       can work.  You can have all of those things even in a
20       restructured competitive market place.
21                 Just to talk about our investment here in the
22       state, like I said we've been here for ten years.  We have a
23       local office.  We pay taxes to the state.  And we have a very
24       experienced energy team here physically located in the State
25       of Michigan.  We are the largest supplier to customers and
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 1       the consumers in DTE territory, depending on how you define
 2       that term.  This data all comes from the Public Service
 3       Commission's annual report on competition.  And we've been
 4       here since the beginning.  We haven't left.  We haven't left
 5       our customers, even with a capped market we've stayed here,
 6       and helping those customers meet their energy challenges that
 7       they have in the future.
 8                 You don't hear a lot about gas competition because
 9       that's not really dealt with at the state level for the
10       largest customers, just for the residential customers, but we
11       have a significant presence in that market as well, in
12       addition to selling power to municipal and electric
13       cooperatives here in the state.
14                 We're also a major player in wind generation here
15       in Michigan.  And we list some of the projects here.  I heard
16       the gentleman speak about the Holland project that was just
17       awarded last week, that also involves our company.  So we're
18       heavily invested here in the State of Michigan.
19                 So what does electric restructuring mean?  What
20       does this regulated and restructured market look like?  Well
21       here are a few examples that I give regarding our utility
22       affiliates in the Exelon family.  Three different states,
23       restructured, separate companies, now just transmission and
24       distribution utilities.  The generation piece, power plants
25       that you heard about, spun off separate affiliated company.
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 1       That's what all of these three companies did at various
 2       stages of history through restructuring and in diverse cities
 3       like Chicago, Philadelphia and Baltimore.  And these
 4       companies are still vibrant companies, very much invested in
 5       the communities -- did we not pay the electric bill today?
 6       A little added ambience for this afternoon on a Monday.
 7                 Let there be light.
 8                 And what I want to talk about is the fact that
 9       competition was introduced, or the fact that the hundred year
10       old monopoly utility was broken apart, does not mean that
11       these types of companies don't make investments in the local
12       infrastructure.
13                 And as you can see by what's outlined in this
14       chart, these three utilities continue to make very
15       significant investments in infrastructure.
16                 When you make investments in infrastructure on
17       anything other than generation, all customers pay, regardless
18       of whether you have competition or not.  Every customer is a
19       distribution customer, and just about every customer is a
20       transmission customer.  So those investments are still made
21       regardless of the way you restructure a market potentially.
22                 There is no uncertainty about the customers being
23       there to pay for it because this part of the system stays
24       intact, and those customers will always be utility customers.
25                 Competition also can help enhance reliability on
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 1       the generation side.  You heard prior speakers talk about the
 2       regional grid that is here in Michigan, PJM and MISO both
 3       serve the State of Michigan.  These are national
 4       organizations that ensure the reliability of the grid system.
 5       They ensure that enough generation is on and available at the
 6       highest peaks of electricity usage.
 7                 And in these areas, you are seeing added resources
 8       to meet the demand that's out there.  They have requirements
 9       that there be a reserve, basically extra power needed for the
10       most extreme weather conditions when the most electricity is
11       used.  This still happens in a restructured market.
12                 And in these three states where my company is from,
13       you've seen over 25,000 megawatts put into the system.  All
14       paid for by shareholders, none of it paid by ratepayers under
15       the old monopoly model.  Power still gets built, generation
16       facilities still gets constructed in these areas.
17                 Not surprisingly, with competition and
18       restructuring, you've seen a vast increase in the efficiency
19       of these plants.  Hundred years of regulation, monopoly
20       regulation, you were rewarded whether your plants worked, you
21       get rewarded whether it costs 2 billion instead of 1 billion
22       to build the plant.  Those cost overruns are born by all
23       customers.  And in addition to that, in the old monopoly
24       system, utilities could charge -- they get a return on that.
25       So if they went to the regulator and they tell the chairman
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 1       it costs 2 billion dollars to build, it ends up costing 3
 2       billion, guess what?  They get the full 3 billion and they
 3       get whatever return that the regulators have allowed them to
 4       return.
 5                 So under that model, that's where you saw the high
 6       cost increases around the country.  In the competitor market,
 7       that's all on the backs of shareholders.  So you'd better be
 8       efficient because you have no one to run to to get your money
 9       if you do cost overruns.  And you've seen the increase in the
10       nuclear fleet just in Illinois because of restructuring,
11       pretty significant increase.
12                 Behind our three utilities in our three states,
13       what you're seeing is significant choices being made by
14       customers who have that.  You heard Mr. Goss talk earlier
15       about not having a choice here in Michigan, and over 10,000
16       customers sitting in the queue.  That's a large number.  And
17       it's our belief that's a fraction of the customers that would
18       exercise choice if given the ability.  It's not a simple
19       process, it's very detailed.  There are rules and
20       regulations, you need a signed contract.  So I think that
21       just scratches the surface on the demand.
22                 This is an example of how these markets have
23       developed in these states, 50 different suppliers, a hundred
24       different residential product offerings.  And this isn't
25       unique just to our utilities, we're seeing this happen all
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 1       across the country.  The statistics are out there, the
 2       statistics from various reporting agencies sort of tell the
 3       story that it is working, if you let it work.
 4                 It's not just about having a choice.  We understand
 5       that people want to save money.  You've seen statistics that
 6       tell the story a bunch of different ways.  I think you used
 7       the term, Chairman, slice it and dice it with statistics, and
 8       I think that's true.  You can see these numbers a lot of
 9       different ways.
10                 All the data here that we're showing is based on
11       EIA data and switching data.  A lot of different choices
12       available.
13                 I think the one that scares us the most and I think
14       policymakers should take account of here in Michigan, is that
15       if you just look at those customers sitting in the queue,
16       you're looking at customers who are losing an estimated 170
17       million dollars a year in reduced electricity costs that are
18       out there in the market place, that because of an artificial
19       10 percent cap they can't access.  And they can't preserve
20       jobs, and add jobs.  We should be giving customers a choice.
21                 Here you've heard others talk about Michigan rates,
22       I won't belabor that.  It's a sad, sad story when the rest of
23       the country is enjoying reduced rates because of reduced
24       wholesale rates.  It's unfortunate, timing is everything, but
25       this is what's being reviewed in this process and we welcome
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 1       that.
 2                 I want to leave you with this point.  Michigan is
 3       no different than these other states.  Michigan utilities can
 4       still invest in distribution, can still meet energy
 5       efficiency targets, renewable targets, support for low income
 6       consumers under a restructured competitive market environment
 7       just like you're seeing in all these other states, and just
 8       like our experience has shown in the three states in which we
 9       operate.
10                 Thank you.
11                 DIRECTOR STEVE BAKKAL:  Thank you, David.
12                 Our last presenter before we take a break is Mr.
13       Ken Sikkema, Senior Policy Fellow for Public Sector
14       Consultants.  Please join me in welcoming Ken to the stage.
15                 MR. KEN SIKKEMA:  Thank you, Steve.
16                 Generally speaking you like to go last, except I
17       realize that the length of my presentation is the only thing
18       standing in the way of the rest of you getting to talk.  So I
19       will be short.
20                 I want to thank you, Mr. Director, Mr. Chairman,
21       for this opportunity.  You are in the, as I understand it,
22       the information gathering phase of this decision making
23       process.  You've specifically mentioned you want information
24       and data and studies, and I'm here to provide that.
25                 Public Sector Consultants, we're a policy research
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 1       firm based in Lansing.  And we actually produced two reports
 2       on the issue of electric restructuring in Michigan.  The
 3       first one was done in 2006, and the second one was finished
 4       in 2007.  Both of these reports were precursors, if you will,
 5       to the 2008 Energy Reform Law.  And I'm not going to lay
 6       claim to saying that it was these two reports that in and of
 7       themselves led the Legislature and the Governor to adopt this
 8       law, but I would say that they contributed to what I would
 9       call kind of the intellectual foundation that led to the 2008
10       Energy Reform Law.
11                 In the 2006 report, we were asked to review and
12       assess the six-year record of electric restructuring in
13       Michigan which was created by Public Act 141 passed in the
14       year 2000.  And the second report, Market Structures and the
15       21st Century Energy Plan, we were asked if the 21st Century
16       Energy Plan was in fact the goals that Michigan was striving
17       to achieve, more capital investment, a greater commitment to
18       renewable energy, and a greater commitment to energy
19       efficiency, what type of market structure would enable the
20       state to reach those goals.
21                 And I'm resurrecting these two reports and bringing
22       them back to your attention for the simple reason that if you
23       go back and look at these reports, even though they're seven
24       and six years old, they are very relevant today and their
25       conclusions are relevant, given the questions you've posed
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 1       that you wanted answered.
 2                 Although time and events have changed, some of the
 3       specifics, for example we had an economic recession in 2008
 4       and 2009, the 21st Century Energy Plan envisioned the capital
 5       investment to be a new base load coal plant, the capital
 6       needs today have changed.  The natural gas prices, which are
 7       low today, were high back then.  But the fundamental issues
 8       of market structure, a need for capital investment, the need
 9       for renewables, the need for energy efficiency are back in
10       front of us again, as every one knew they would be, and as
11       the 2008 Energy Reform Law anticipated.
12                 Very quickly, the conclusions of the 2006 report,
13       as we begin to look at market structure again, the conclusion
14       that we came to is that the hybrid market structure created
15       by Public Act 141 was economically unsustainable.  It created
16       an obligation to serve and a need for reliability imposed on
17       some providers of electricity, but not others.
18                 And in fact, that at the time competition itself
19       did not really lower prices.  But Public Act 141 contained a
20       number of subsidies, caps and credits, and that's in fact
21       what lowered prices at the time.  And once they came off,
22       prices went up.
23                 The 2007 report, which was done after the Capacity
24       Needs Forum and after the 21st Century Energy Plan was
25       published by the Public Service Commission.  The 2007 report
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 1       looked at Michigan's future, the need for capital
 2       investments, a call for greater renewables, and a call for
 3       greater commitment to energy efficiency.
 4                 And our conclusion was that a regulated market
 5       structure provided the best environment for risk reduction,
 6       the risk reduction strategy necessary for Michigan's energy
 7       future.
 8                 Now I got two slides that dig a little deeper into
 9       the 2007 report.  One of the issues related to the
10       relationship between capital investments and revenue
11       predictability.  And we've already heard some discussion this
12       afternoon about that.
13                 Our report and our conclusion was that both retail
14       and wholesale revenue predictability was necessary to ensure
15       new capacity.  And specific capital investment needs are
16       going to change.
17                 As I mentioned, six years ago, we thought we needed
18       a brand new coal plant in Michigan.  Our investment needs
19       today are different.  There is new environmental regulations
20       from Washington.  There is new capacity needed to replace an
21       aging coal fleet in Michigan.  But the basic principle
22       remains the same.  And that is the need for revenue
23       predictability is critical if we're going to ensure capacity,
24       particularly reserve capacity which is necessary for electric
25       liabilities.
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 1                 In our last point that we mentioned in 2007, which
 2       is relevant again today, as you look at some of the states
 3       that have proceeded fully down the path of full deregulation,
 4       in order to achieve the reserve capacity that is necessary
 5       for their economy, for their future, they've actually had to
 6       create new government intervention mechanisms to ensure that
 7       that capacity gets built.
 8                 The second sort of big conclusion that we came to
 9       in that 2007 report is the issue of risk reduction.  And it's
10       a phrase that, it's interchangeable with the Governor's call
11       for adaptability and a no regress energy policy.
12                 The fact of the matter is there isn't a person in
13       this room that can predict the future.  You can't predict the
14       future on gas prices, you can't predict the future on
15       economic events, you can't predict the future on federal
16       policy, and you can't predict the future on international
17       events.
18                 And it's important to realize that any energy
19       policy that assumes that the current trends are going to
20       continue is a highly risky energy policy.  We've already
21       heard from the gentleman from the West Michigan Environmental
22       Action Council about the value of stability over price
23       volatility, and I would echo that gentleman's comments.  It's
24       important, it's far more important to have stable prices that
25       you can anticipate, and count on, then to have your economy
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 1       and ratepayers, whether they're industrial, commercial or
 2       residential, be subject to high volatility and prices.
 3                 And the last point on this slide is that a
 4       diversified electric generation portfolio, kind of all of the
 5       above, in whatever composition policymakers decide is the
 6       right composition, a diversified electric generation
 7       portfolio is the one that reduces risk.
 8                 Just two final conclusions.  This one I've already
 9       mentioned, but I want to emphasize it.  And that is that
10       long-term energy policy based on current short-term trends in
11       the market is inherently a highly risky policy.  Whatever the
12       trends are today, they're going to change, we just can't tell
13       in which manner or to what magnitude.
14                 And finally, I would urge both the Chairman and the
15       Director and the legislature to go back and look at these two
16       reports because the fundamental findings and conclusions that
17       were used to lead up to the 2008 Energy Reform Law, are still
18       valid and still sound.
19                 Thank you very much, I appreciate your time.
20                 DIRECTOR STEVE BAKKAL:  Thank you.
21                 That's concludes our formal presentation.  At this
22       point let's take a ten-minute break and come back.  We do
23       have a number of requests to speak so let's begin at 3:25.
24       Thanks.
25                  (At 3:15 p.m. went off the record.)
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 1                  (At 3:30 p.m. went on the record.)
 2                 DIRECTOR STEVE BAKKAL:  We need to get started.  We
 3       have approximately an hour-and-a-half left.  We do have to
 4       leave here at 5 o'clock.  There is going to be another event
 5       in this facility, which if everybody sticks to their time
 6       that they're allotted, we should be able to get through 30
 7       requests.  We do have about 45 requests to speak, so
 8       unfortunately we won't be able to get to all of them.  But
 9       we're going to give about three minutes per speaker.  We do
10       have someone here in the front that will signal you when your
11       time is one minute left.
12                 Please adhere to your time.  There are a lot of
13       people that drove quite a distance to come here to be heard,
14       so we do ask that you adhere to that time.  The way that I
15       will do this is I will call four speakers up at a time.
16       Please remember the order that I call you up.  Come up to the
17       front, and then just that first speaker can come right to the
18       front, state your name, where you're from, any affiliation
19       that you have, and then the next speaker will come up after
20       they're complete.  And then I'll call up the next four after
21       that.
22                 Am I missing anything else?  Okay.
23                 So our first four speakers are Duane Hagen, Jan
24       O'Connell, Dale Shugars, and Tom Stacy.  If you can come up
25       to the front at this point.
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 1                 And Duane Hagen, you can come up to the stage.
 2                 MR. DUANE HAGEN:  Thank you, Director, and
 3       Chairman.  I'm here to represent the IMP Customer Coalition
 4       For Electric Choice.  We are represented by American Axle
 5       Manufacturing, Internet Armstrong International.  I have a
 6       representative from the organization, Mr. David Castleline is
 7       here today from Armstrong International.  We also represent
 8       White Pigeon Paper and MPI Research in Mattawan, Michigan.
 9                 We want to address question 24.  From an economic
10       standpoint, what is the impact on Michigan in jobs,
11       infrastructure, supplier base and tax base provided under the
12       current regulatory structure versus what could be expected
13       from an open market system.  I have four points.
14                 First point, inconsistent regulatory support of
15       electric choice.  The current regulatory structure has
16       resulted in inconsistent support of electric choice across
17       the utilities in the state.  Among the interests of electric
18       choice are the laws that are stated, I quote, to improve the
19       opportunities for economic development, and to allow and
20       encourage the Michigan Public Service Commission to foster
21       competition.  However the businesses in the IMP Customer
22       Coalition have been affected, or were effectively frozen out
23       of electric choice in the I & M area due to regulatory
24       rulings.
25                 Number two, the financial harm to the IMP Customer
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 1       Coalition instead of economic development.  IMP Customer
 2       Coalition members in the Indiana-Michigan territory are
 3       paying 162,000 per year in electric choice implementation
 4       charges, but competitively priced power is not available due
 5       to I & M's price structure.  So in effect, we are paying for
 6       choice, yet have no choice.
 7                 If coalition members could purchase competitively,
 8       based on our calculations, annual savings would be about 2.3
 9       million dollars per year.  That is a significant amount of
10       money to our organizations in employment and infrastructural
11       improvements.  Such savings could contribute to expanding
12       businesses, increasing production and facilities in Michigan,
13       and adding to the economic developments, to the job base in
14       Michigan.  The coalition represents 2500 employees in
15       southwest Michigan, we would like to grow that.
16                 Number three, policy implications.  Utilities are
17       not harmed by electric choice, yet are a barrier to electric
18       choice.  And what we have found is that utilities see
19       significant savings in power costs from electric choice.
20       Utilities may no longer have net stranded costs.  Utilities
21       already recover implementation costs.  And electric choice
22       provides an alternative to expensive new utility power
23       plants.
24                 My fourth and last point, current regulatory
25       structure does not allow the capture of full economic
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 1       benefits of competition.  Customer savings and associated
 2       economic development are there to be had from competitive
 3       prices.  The current 10 percent cap means that all businesses
 4       do not have equal access to competitive price, as we have
 5       heard earlier today.  Therefore there are winners and losers.
 6       Current regulatory structure has not resulted in equal
 7       opportunity for competitive electric supply, practical not
 8       theoretically, across all utilities in the state.  And
 9       consequently opportunities for economic development are being
10       lost under the current structure, but could be captured under
11       an open market system.
12                 We would encourage the Commission as it reviews the
13       various rate structures for IMP to be very aware of the fact
14       that there are companies who want to choose, try to choose,
15       had to not choose, and are now back paying an increasing
16       electrical charge as we look forward to the future.
17                 Thank you so very much.
18                 MS. JAN O'CONNELL:  Thank you to Commissioner
19       Quackenbush and Director Bakkal.  Thank you much.
20                 I am Jan O'Connell, I am with the Sierra Club
21       Michigan Chapter.  I am their energy issues organizer and
22       also their development director.  My points are going to
23       touch on four of the numbers, seven, eight, thirteen and
24       eighteen.  And I'd better read fast.
25                 Increasing Michigan's use of energy efficiency and
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 1       renewable energy will create jobs, spark investment and
 2       launch new businesses in our state.  Michigan is only getting
 3       3.9 percent of its electricity from renewable sources.  Other
 4       Midwestern states are blazing far ahead of Michigan in
 5       renewable energy, with Iowa getting 23 percent.  Illinois has
 6       a 25 percent goal by 2025.  And nearly 30 other states have
 7       stronger renewable energy and energy efficiency goals than
 8       Michigan has.
 9                 I want to give a shout out to the City of Holland
10       that is currently pursuing an energy efficiency pilot project
11       started with retrofitting 90 to 100 homes, which would fall
12       in line like dominos, turning Holland into a world-class,
13       energy efficiency city.  It is hoped that projects like
14       Holland will be cropping up all over Michigan, and
15       successively moving our state away from the dependence on
16       dirty fossil fuels and instead moving towards a clean energy
17       future.
18                 Specifically on wind, our state has enough wind and
19       land to really increase Michigan's renewable energy use.
20       Michigan has more than 54,000 megawatts of high quality,
21       land-based, wind generation potential according to the
22       National Renewable Energy Laboratory.
23                 This would be nearly 12 times more than would be
24       needed if we did move towards the 25 percent renewables by
25       2025.  Meaning we need to harness only 8 percent of the
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 1       available land-based wind.
 2                 The Sierra Club strongly supports the development
 3       of wind energy because it creates good paying jobs, drives
 4       economic development, and will help transition Michigan off
 5       of dirty fossil fuel sources to a clean energy future.
 6                 The following key items that I'm stating here are
 7       in regards to the siting criteria for large scale wind
 8       turbines.  My oral comments here today is an abbreviated
 9       list, with more details shown in the written comments I'm
10       submitting.
11                 Appropriately sited wind can meet this need for
12       local, clean, renewable energy that is smart for the
13       environment and smart for our economy.
14                 The Sierra Club supports the development of
15       appropriately sited wind farms which avoid or minimize harm
16       to wild life.  Wind developers should seek community input
17       and conduct ecological studies in the advance of wind farm
18       development.  Impacts to wildlife from wind turbines can be
19       minimized by siting design and operational measures.
20                 Developers should engage with wildlife agencies and
21       local environmental groups early to determine whether sites
22       have a high conservation value.  Wind turbines should be
23       sited to avoid impacts to sensitive avian species.
24                 Where equipment is sited and operated is important
25       and can help minimize impacts to wildlife.  Not all areas are
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 1       suitable for wind development.  Biological surveys conducted
 2       by the U.S. Fish and Wildlife Service will determine if sites
 3       are suitable.
 4                 Michigan could generate 25 percent of its energy
 5       from wind alone, on 4600 acres of land.  The Michigan Public
 6       Service Commission noted that three wind parks in Gratiot,
 7       Huron and Sanilac Counties alone will contribute 150 million
 8       in economic benefits to Michigan.
 9                 The Sierra Club also supports distributed wind
10       generation which has fewer siting concerns and also fits into
11       the existing grid.  Thank you.
12                 MR. DALE SHUGARS:  Good afternoon, my name is Dale
13       Shugars.  I'm the Executive Vice President of the Home
14       Builder's Association of Greater Kalamazoo.
15                 First of all, I appreciate you giving us this
16       opportunity, Mr. Chairman and Director.
17                 We're, our board of directors has supported the
18       Public Acts of 2008.  We support reliable, affordable and
19       diverse sources of energy.  We really appreciate Consumers
20       Energy.  In the last few years geothermal has become a very
21       important part in saving energy costs and very efficient, and
22       the changing of the methodology of hooking up has been a
23       challenge at the beginning.  And they've adapted well and we
24       appreciate that.
25                 Our builders are very much focused on green
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 1       building and energy efficiency.  We obviously appreciate the
 2       Five Star HERS ratings of third-party raters, that type of
 3       thing.
 4                 And I'd like to leave with a couple of ideas that
 5       haven't been mentioned.  One is that we all know how the
 6       automobile industry manufacturers use miles per gallon for
 7       buying cars.  If we developed some type of methodology or
 8       model for buying homes that would tell us what the energy
 9       usage, assuming a number of things, for each house, if it's
10       $150 a month, or 100, that the consumer would be better
11       informed, and they'd be more apt to buy homes that are more
12       energy efficient.
13                 And if it's an older home, as the one presenter
14       talked about, two-thirds of the homes were built before 1980
15       where there is less emphasis on energy efficient windows and
16       materials and energy furnaces and that type of thing, that
17       that would help the builders and the remodelers to upgrade
18       the older homes.  So we would encourage that type of market
19       change.
20                 Also, the last thing I'd like to say is that if the
21       banks would utilize more of the savings of utilities, like in
22       their debt ratio of monthly payments and that type of thing,
23       the investments in upgrades for energy efficient appliances
24       or thicker walls or better insulation, those types of things,
25       they could be invested because it would be, monthly payments
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 1       would actually cover those increased investments.
 2                 So I just wanted to leave a couple of those ideas
 3       with you.  And the overall conclusion is that our board of
 4       directors support what the legislature did in 2008.  We'd
 5       like to continue that type of model.
 6                 Thank you for being here.
 7                 MR. TOM STACY:  Hi.  My name is Tom Stacy.  I'm a
 8       member of the ASME, American Society of Mechanical Engineers'
 9       National Energy Policy Committee.  However this presentation
10       does not necessarily reflect the views of the ASME, or their
11       energy policy committee, or its members.
12                 Good afternoon, Commissioner Quackenbush, and
13       Director Bakkal.
14                 The positives of this presentation is that Michigan
15       has the opportunity to recognize and correct a legislative
16       mistake made in the past.  I'm speaking of a particular
17       problem that potentially threatens the state's private sector
18       competitiveness, and which could possibly go unnoticed and
19       uncorrected for years to come.
20                 Michigan's PA295 renewable energy mandate, as it
21       applies to wind is financially accountable to the claim that
22       new wind is cost competitive with new advanced coal energy
23       with carbon capture and storage.  This implies that wind
24       energy is a direct substitute for all of the cost and benefit
25       components of that coal and electricity, specifically fixed
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 1       and variable costs and capacity and energy benefits.
 2                 And this implication is false.  Because wind
 3       energy -- wind, as a fuel, cannot be inventoried and kept at
 4       the ready to convert to electricity on human command.  Wind
 5       projects are built in addition to, not in place of, the fixed
 6       costs of coal and other dispatchable plants, whose
 7       reliability and performance to human command ranks
 8       statistically well above 95 percent on a plant-by-plant basis
 9       over time by MISO and PJM rules.
10                 So the U.S. Department of Energy Information
11       Administration publishes levelized costs of electricity
12       projections five years out in their annual energy outlook.
13       And this is a graphical representation of those from the 2011
14       report.
15                 Last year, the following warning was added to that
16       report's introduction and footnotes.  And that warning says,
17       since load must be balanced on a continuous basis, load being
18       demand, units whose output can be varied to follow demand or
19       dispatchable technologies generally have more value to a
20       system than less flexible units, or nondispatchable
21       technologies, or those whose operation is tied to the
22       availability of an intermittent resource.
23                 So levelized costs for dispatchable and
24       nondispatchable technologies are listed separately in tables
25       one and two because caution should be used when comparing
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 1       them to one another.
 2                 A report introduced this winter called The Hidden
 3       Costs of Wind Electricity by Dr. George Taylor and Tom Tanton
 4       examines the question in a simple and valid accountable way,
 5       the question being what does the EIA mean by caution should
 6       be used when comparing intermittent technologies with
 7       dispatchable technologies.  That report is accessible at
 8       ATInstitute.org.
 9                 One more note here, on the levelized cost of
10       electricity slide.  Note that none of these sources listed by
11       the EIA as electricity sources, rely on the technology or
12       refer to technologies that would consume imported crude oil.
13                 So following the methodologies used in the record's
14       hidden cost report, I'll highlight the EIA's published costs
15       of only wind and coal as this is essentially what Michigan's
16       PA295 uses to justifies wind's economy in the renewable
17       mandate language.
18                 Zooming in on these costs we see that levelized
19       cost of energy from a coal plant is made up of levelized
20       capital costs.  The cost to build the plant, or the mortgage
21       payment if you will over the plant's expected life span,
22       that's shown in blue in these charts.  It is also made up of
23       the fixed operations and maintenance costs that must be done
24       regardless of how much electricity the plant does or does not
25       produce over time, that's shown in red.
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 1                 Then there is the fuel and variable operation and
 2       maintenance costs together, which is associated with how much
 3       electricity the plant produces.  And most of that cost for
 4       natural gas and coal plants is the fuel.  That's shown in
 5       green.  And finally the cost of new transmission lines to
 6       transport electricity from the plant to electricity consumers
 7       shown in violet.
 8                 So what does wind energy replace of the broken down
 9       costs of coal electricity?  All of them?  On the contrary.
10       Wind is not a complete substitute for coal electricity
11       because whether existing or new, all of the coal plants or
12       some other equivalent capacity-bearing dispatchable plants
13       are still needed to deliver electricity in either steady base
14       load or flexible-load-following capacities, neither of which
15       wind can deliver.
16                 Because we have, we must have dispatchable
17       resources to keep the grid operational, capital costs of, in
18       this case coal or some other dispatchable plant, must be
19       added to the cost of wind to create a hybrid resource that
20       supplies both energy and capacity.  So we've moved the
21       levelized capital cost of coal over on top of the cost of
22       wind.
23                 So also the fixed operation and maintenance costs
24       that keep the dispatchable plant, coal or gas plant able to
25       perform if and when it's called upon, and of course the
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 1       transmission costs or the dispatchable plant cannot be
 2       replaced by wind either.
 3                 DIRECTOR STEVE BAKKAL:  Can you wrap this up?
 4                 MR. TOM STACY:  Pardon me?
 5                 DIRECTOR STEVE BAKKAL:  Can you wrap this up?
 6                 MR. TOM STACY:  Yeah.
 7                 So what can wind replace?  Well wind can save some
 8       fuel, the green part left on the left, and possibly some
 9       variable maintenance and operation expense.
10                 So now we see the only two valid cost comparisons
11       between wind and coal are either you add all the fixed
12       components of the coal plant to the wind and compare it to
13       the full cost of coal, or you are looking at just the cost of
14       wind compared to the cost of the fuel only that it saves.
15                 So now we see the only two -- those are the only
16       two valid cost comparisons.  For that reason, PA295's cost
17       comparison between wind and advanced coal is not based on
18       solid economic logic, and so deserves serious
19       reconsideration.  Thank you.
20                 DIRECTOR STEVE BAKKAL:  Our next four speakers are
21       Maynard Kaufman, Anne Marie Hertl, Michael Youngblood, and
22       Art Toy.
23                 MR. MAYNARD KAUFMAN:  I'm Maynard Kaufman and my
24       statement is about renewable energy on the household level.
25                 Many people seem to think that renewable energy
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 1       from wind and sun does not work in Michigan.  I'm going to
 2       argue that it does.  My wife and I built a new house in 2001
 3       and did not have it connected to the electrical grid.  In the
 4       twelve years since then, we have enjoyed a normal life in the
 5       house, powered almost entirely with renewable energy from
 6       wind and sun.
 7                 It is important to recognize that these are
 8       complimentary sources of energy.  When it is cloudy, the wind
 9       is more likely to blow; and in winter when the sun is low, it
10       is also more windy.  And one advantage of a warming client is
11       that the wind is stronger and more dependable, the only
12       advantage.
13                 Because we use as many energy efficient appliances
14       as possible, the renewable energy system we installed is
15       relatively small.  Electricity is provided by a 1,000 watt
16       array of photovoltaic panels mounted on a tracker which keeps
17       them facing the sun when it shines.  Two wind turbines rated
18       at 1,000 watts each provide electricity when the sun does not
19       shine.  An inverter changes the direct current from where it
20       is stored in the batteries to alternating current for most
21       household use and lights.
22                 The house, which is very well insulated, can be
23       heated with warm water circulating in tubes in the concrete
24       floor, with a wood burning masonry stove which is fired only
25       once a day or less, and by many south facing windows.  Water
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 1       for household use is heated by flat plate collectors mounted
 2       on the south wall of the house, and by a loop inside of the
 3       masonry stove.
 4                 A propane fueled water heater rarely switches on,
 5       but propane is used for the cook stove.
 6                 My wife and I chose to invest in renewable energy
 7       because burning fossil fuels for energy is warming the
 8       climate, and because energy from nuclear power is too
 9       dangerous.  We did not expect to save money, although we may
10       eventually.  Our system has delivered dependable power with
11       no outages and we expect it will continue to do so for
12       another 12 years.
13                 The battery bank was replaced after ten years of
14       service, but other repairs have been minor.
15                 Although I do not think that net metering was
16       available when we installed the system, I think it is good to
17       be connected to the grid and to share the surplus of
18       renewable energy and to save the cost of the battery bank.
19       Some people however complain that the utilities seem
20       reluctant to accept renewable energy and make it a difficult
21       process.  We hope the Michigan Public Service Commission
22       continues to facilitate the process of accepting renewable
23       energy from homeowners on the grid.
24                 MR. MICHAEL YOUNGBLOOD:  I am not Anne Hertl, if
25       you're wondering, she had to leave.
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 1                 I'm Michael Youngblood, and I'm with Well Home.
 2       Well Home is a home performance company that operates here in
 3       Michigan.  We work directly with homeowners to help them save
 4       on their energy consumption and also making their houses more
 5       comfortable.  We're also a Masco Corporation company.  Masco
 6       is a Fortune 500 Company headquartered right here in
 7       Michigan, home of Delta Faucets and Behr Paints and things of
 8       that nature.
 9                 Today I wanted to talk about question 10 that was
10       given to us.  Given current technology how much energy
11       efficiency is technically feasible in Michigan and what is
12       the remaining cost effective energy efficient potential in
13       Michigan?  I was going to spend some time talking about our
14       existing housing stock, but Marty Kushler has already covered
15       that.
16                 But just a couple points, we have over 4 million
17       households in the State of Michigan.  The majority of those
18       were built before energy codes of 2008.  Some of the
19       information that he cited from some reports that were made by
20       the Michigan Public Service Commission we wholeheartedly
21       agree with because we're in homes as Well Home on a daily
22       basis seeing customers in the Southeast Michigan and also the
23       West Michigan area.
24                 I want to share with you briefly some results from
25       a study, a pilot study that we did with DTE a couple years
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 1       back.  Well Home worked directly with DTE on a hundred home
 2       pilot in 2010.  The details of the program, we engaged with
 3       customers.  There was some additional incentives available
 4       based on energy savings that were achieved.  So in other
 5       words if you -- if we were able to prove through DOE approved
 6       energy modeling, energy savings, the higher the energy
 7       savings was, a more significant incentive would come from DTE
 8       as a result.
 9                 Also there was low interest financing.  When I say
10       low interest financing, 7 percent interest rate financing
11       through Michigan Saves as well available to these customers.
12       But the program objective was to prove out a whole-home
13       concept by evaluating energy savings, program costs, customer
14       response, marketing effectiveness, and financing uptake, and
15       customer satisfaction as well.
16                 Of the pilot program, we actually ended up engaging
17       with 106 customers who had improvements made through this
18       program.  The average age of the home was 1965.  The average
19       utility usage, I'm going to summarize here because I'm
20       running low on time.  The gas bills on average were $1302 per
21       year, and the electrical bills per year were 1,116 on average
22       for these 106 homes.  Summing those together it was about
23       $2400 annually for our average customer in this program.
24                 We were able to, with this program, save our
25       customers an average of 20.7 percent on their whole home
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 1       energy savings, for the whole home energy use annually.  So
 2       that equates to 32.6 MMBTUs, and collectively for all 106 of
 3       these homes, 3455 MMBTUs totaling all those together.
 4                 As a result, that is about $500 per year per each
 5       one of these customers.  The improvements that were used in
 6       this program, 92 percent of these used general air sealing,
 7       88 percent used attic insulation or purchased attic
 8       insulation through this program.  Furnaces was 61 percent,
 9       hot water heaters 33 percent, rim joist insulation 32
10       percent, air conditioning 22 percent, crawl space or floor
11       insulation 18 percent engaged in that improvement, wall
12       insulation 8 1/2 percent, windows 4 percent.  The reason I
13       listed that out is because I wanted to emphasize that these
14       were significant deep retrofit improvements.  This was not
15       light bulbs, things like that.  These were tangible energy
16       savings.
17                 The three main things that made up the bulk of the
18       energy saved through these improvements were, the three mains
19       ones were air sealing, insulation and furnace upgrades.
20                 In conclusion, the need for significant energy
21       efficient upgrades on our existing household stock is
22       critically important.  That said, as shown from this pilot
23       study program, significant and tangible energy savings can be
24       gained through a well-run energy efficient program with
25       existing technology solutions such as air sealing.  It's been
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 1       around forever, attic insulation of course, and then of
 2       course HVAC improvements.
 3                 Customers are more willing to participate in this
 4       type of a program when there are incentives available to them
 5       through programs like Home Performance With Energy Star and
 6       Consumers Energy, DTE's Whole Home Performance Program, the
 7       Better Buildings For Michigan Program and of course, Michigan
 8       Saves financing and other programs of that nature.
 9                 Customers are also more inclined to engage in
10       programs like this if there is a trusted entity.  I'm not
11       saying that Well Home or Masco is an untrusted entity, but
12       we're a private company.  So when we can partner with
13       Consumers Energy, or with DTE, or with the State of Michigan
14       through the Better Buildings For Michigan Program and other
15       programs like that, it's a big plus for contractors like Well
16       Home.
17                 And then lastly, easily accessible financing
18       options are hugely important as well.  In that particular
19       study that I mentioned, 27 percent of the people partook in
20       an energy savings loan.
21                 Again, I'm Michael Youngblood.  Thank you for your
22       time.
23                 MR. ART TOY:  Thank you.  I would like to thank the
24       Michigan Public Service Commission and Energy Office for
25       hosting this public forum on Michigan's energy future today.
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 1                 My name is Art Toy.  I am the president of Four
 2       Elements Energy.  Our firm designs and installs renewable
 3       energy systems.  I'm here today to present the commission
 4       actual real world data for solar photovoltaic array located
 5       in Southwest Michigan, not far west of here, of Kalamazoo.
 6                 The system in question is at my home in Lawrence,
 7       Michigan, just north of the I-94 mile marker number 51.
 8                 I ask the audience and the commission to turn their
 9       attention to the screen which shows by month the amount of
10       electrical power generated at my home from February 2011, to
11       February of 2013.
12                 In the first 12 months of operation the system
13       generated 6,923 kilowatt hours of power, and in the second
14       year of operation 7,639 kilowatt hours of power.  The major
15       difference is weather conditions impacted the system
16       performance being that the summer of 2011 was cloudy, and
17       rainy, while the summer of 2012 was hot and dry.
18                 The electrical power generated is roughly
19       two-thirds of our family's yearly electrical usage.  What I
20       wish to convey to every one in this presentation is the fact
21       that solar does work year round, even in areas which
22       experience significant lake effect snow and overcast
23       conditions such as we have along our state's lakeshore.
24                 What I'm doing with this data is dispel the
25       perception that solar electric power does not work in
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 1       Michigan, and especially so in areas of overcast and heavy
 2       snowfall.  As this presentation demonstrates, solar electric
 3       power generation does indeed work in southwest Michigan and
 4       is a viable and valuable energy source for our state, even
 5       the lake effect and overcast areas of the west side.
 6                 Finally, as for the perceived issue of storage
 7       during low light/low wind, or no light/no wind conditions, I
 8       would like to remind every one of a tremendous and unique
 9       resource that is right here in Michigan, that being the
10       Ludington Pumped Storage Facility.  This facility is
11       currently being used to store excess power being generated by
12       our nuclear power plants in Michigan during low load
13       conditions.  In other words, we are even now solving our
14       electric storage issues of human command on dispatch instate.
15                 With that said, I would like to thank the
16       commission and the audience for your attention.
17                 DIRECTOR STEVE BAKKAL:  Thank you.
18                 Our next four speakers are Benjamin Brown, Junior,
19       Dan Alway, Sister Virginia Jones, and Martin Stone.  If you
20       guys can come up to the front.  And Benjamin Brown can come
21       up to the stage here.
22                 Also remind everybody, if you don't have a chance
23       to speak today, post your comments on the web.  There is no
24       different weight given to public comments versus what's
25       provided on the web.
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 1                 MR. BENJAMIN BROWN, JR.:  Thank you very much for
 2       this opportunity to speak.
 3                 I speak as a private citizen who became fascinated
 4       with renewable energy many years ago because I didn't see
 5       anything happening in Michigan.  From that, I volunteer now
 6       and pay on my own dollar to teach people about solar cooking
 7       in Michigan year round, but that's a little bit esoteric.
 8                 I'd like to discuss some of the data and studies
 9       that I've submitted.  And so I'm just going to be reading
10       this in the interest of time.
11                 In terms of base load, with wind power, according
12       to studies from Stanford University, and I have that in the
13       papers I've given, you can have a predictable, reliable, 47
14       percent of the wind power generated as a predictable base
15       load that companies and utilities can depend upon.
16                 Also in terms of speed of creating wind generation,
17       UC Berkley noted that Germany, in five years, went from no
18       discernible wind power for the country's generation, to 25 to
19       50 percent of wind power generated at peak from just wind.
20                 So we do have better -- we have much better
21       potential than Germany does, who is getting a significant
22       portion of their electric.  I would encourage our RPS to be
23       significantly higher.
24                 It's cheaper to save fuel than to pay for fuel,
25       which we heard earlier.  An efficiency investment recently
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 1       made to the Empire State Building demonstrates a rate of
 2       return far faster than expected saving 2.4 million dollars in
 3       energy costs in a single year during their first year, which
 4       was far better than they expected.
 5                 Also, in terms of studies here, power companies in
 6       multiple instances have underestimated the potential for
 7       renewable energy to benefit their bottom line, their survival
 8       and profit, as well as benefit their customers.  So that's
 9       just an additional comment.
10                 I have many more comments on the notes that I've
11       submitted.  But also for me personally, I am the third
12       generation, perhaps last generation of black farming family
13       in South Haven.  Having renewable energy, even wind turbines
14       would help, as it's helped many farmers in Iowa and many
15       farmers who have wind turbines on their property, not to
16       replace income, but to allow investment so that you can keep
17       your family farms.
18                 So I see that as another option and opportunity for
19       us.  Thank you very much.
20                 DIRECTOR STEVE BAKKAL:  Dan?
21                 MR. DAN ALWAY:  Good afternoon, my name is Dan
22       Alway.  I'm a graduate of this fine institution, Western
23       Michigan University in manufacturing.  Also I have an
24       associate degree from Kalamazoo Community College in drafting
25       and design.
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 1                 I'm an NABCEP certified solar PV installer, also
 2       part owner of Four Elements Energy that's an installer of PV
 3       and other renewable energy systems.  I also was an owner and
 4       operator of a small business that made solar powered
 5       refrigerators for off-grid homes.
 6                 I want to just give you a little information about
 7       what solar is and what it can do because we kind of walk away
 8       from that just a little bit.
 9                 Let's talk about one solar panel, typically 250
10       watts.  It's about three-and-a-half feet, a little less than,
11       by five-and-a-half feet.  If you want to see one Western
12       Michigan University has a large array of over 100 panels next
13       to Miller Auditorium.
14                 In bright sunlight this means this 250 watt panel
15       is equivalent to the usage of five fifty-watt light bulbs, or
16       16 15-watt compact fluorescents.  And that's in Michigan,
17       that's the output in Michigan.  And that information came
18       from some sites that we have and from, also from Western
19       Michigan University's other installations.  The average is
20       about 1.3 kilowatt hours per watt.  It may not be meaningful,
21       but compared to the rest of the world it isn't too far off
22       what you might be getting in Florida or Arizona.
23                 The output from one of these panels can run a
24       plug-in hybrid such as a Chevy Volt about a thousand miles a
25       year.  Over the 40-year life of the solar panels, it would be
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 1       about 40,000 miles.  That's off of one solar panel.
 2                 That is equal to about or something over a thousand
 3       gallons of gasoline over its life, which in today's dollars
 4       or today's gas prices is about $4,000.
 5                 Now we can have a choice there.  We can spend that
 6       $4,000 buying gas or more as the price goes up; or we can
 7       spend about $750 or less, depending on how big the
 8       installation is, to put up the solar panel and then use the
 9       $4,000 in our communities to do, to spend like what's called
10       slow money, which is money that's spent in the community and
11       remains in that community to be bought and passed around to
12       different people as they, as the money goes, whether it be
13       buying food or artwork, let's say from local artists or
14       whatever, keep that money in the community.
15                 And that creates jobs in our communities as opposed
16       to sending the money, three-quarters of it as we said out of
17       the state because we don't do much with gas.
18                 Time to conclude it says, okay.  The biggest way to
19       promote this in the state, the best way, the fastest way, the
20       tested way is a feed-in tariff, and Michigan has had a
21       successful feed-in tariff in the past.  It wasn't limited.
22       The new feed-in tariff that Consumers Energy has out there is
23       very limited and is hurting our industry, so I would like
24       them to have an unlimited feed-in tariff and make this go in
25       state.
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 1                 And what it's all about is, what solar is all about
 2       is about jobs.  It's about clean air, and it's also about
 3       jobs.  It's about clean water, and it's also about jobs.  And
 4       it's for a better quality of life and a better Michigan,
 5       thank you.
 6                 DIRECTOR STEVE BAKKAL:  Sister Virginia?
 7                 SISTER VIRGINIA JONES:  Thank you, Mr. Chairman and
 8       Mr. Director.  I appreciate the opportunity to speak today.
 9       I'm Sister Virginia Jones, a member of the Sisters of St.
10       Joseph here in Kalamazoo.  However I'm speaking today as a
11       citizen concerning about Michigan's energy future.
12                 I applaud the Governor for establishing these
13       forums and for listening to the people of Michigan who
14       overwhelmingly believe that our state should continue to
15       increase investments in renewable energy and energy
16       efficiency.  More questions need to be addressed during this
17       discussion.  There is a notion of cost benefit analysis as it
18       relates both to current energy production and renewable
19       energy.
20                 I want to encourage the Governor and the Commission
21       to look beyond the traditional approach to cost benefit
22       analysis, which is very short term.  I'd encourage you to
23       look rather to the long term so that you can include other
24       kinds of concerns in cost discussions.
25                 Of course one focus of such analysis needs to
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 1       discuss issues related to jobs and the immediate economic
 2       impacts of the decisions on plans that are implemented.  I
 3       urge you to consider as well the long-term consequences that
 4       relate to public health, and what I would call social
 5       justice, that is the quality of life for all of our citizens.
 6       We know that 60 percent of Michigan's electricity comes from
 7       dirty and outdated coal plants that emit dangerous levels of
 8       mercury and other toxins, causing lung disease, heart
 9       problems and even premature death, and that our children and
10       senior citizens are most vulnerable to this dangerous
11       pollution.  The costs related to their healthcare and the
12       burdens of their ill health that they bear as a result of
13       this should be considered as any part of a cost benefit
14       analysis.
15                 As a person who has suffered from high mercury
16       levels in my body for a number of years, I am very, very well
17       aware of the burden of pain and suffering and cost related in
18       trying to deal with those kinds of issues, and I'm just one
19       person.  And I'm just one person.
20                 It is time that we make public health and the
21       social consequences of our decisions, part of our energy
22       discussions.  A long-term energy plan that includes more
23       renewable energy and energy efficiency can help address these
24       concerns.
25                 In addition, whatever steps we take as we plan for
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 1       our energy future, should also take into consideration the
 2       impact of the methods of energy generation on our other
 3       natural resources, especially our waters.  We can not afford
 4       to pollute this valuable resource which is so vital to life
 5       itself.
 6                 Thank you for this opportunity to present this
 7       perspective which is shared by many in the faith community.
 8                  MR. MARTIN STONE:  I'd like to thank the
 9       Commission for holding these hearings and giving me the
10       opportunity.
11                 My name is Martin Stone.  I'm the recently retired
12       president of the Amalgamated Transit Union Local here in
13       Kalamazoo, representing the transit workers.  We represent
14       transit workers in the United States and Canada.
15                 Investment in public transportation is a big
16       opportunity to increase energy efficiency.  I'm here today
17       because I care about a better future for our state's economy
18       and environment for my own and future generations.
19                 A pro-growth agenda in Michigan that diversifies
20       our energy supply and creates jobs, must include renewable
21       electricity in maintaining and expanding clean energy
22       investments that have already opened the door to make
23       Michigan a powerhouse in the renewable energy and renewable
24       energy manufacturing sector.
25                 I'm here to respond to the question, how much
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 1       renewable energy will be operational in Michigan by the end
 2       of 2015?  What is the total dollar amount of Michigan's
 3       renewable investment to date and expect to be when the 10
 4       percent goal is reached in 2015?
 5                 Renewable energy holds tremendous promise for
 6       Michigan.  The manufacturing industry especially can benefit
 7       from investments.  Nationwide more than 300 clean energy and
 8       clean transportation projects that are expected to create
 9       110,000 jobs were announced in 2012.  This is why we need to
10       expand our commitments to expanding renewable energy in our
11       own communities.
12                 All but three of Michigan's 72 utilities are on
13       track to meet the target requiring electric utilities to
14       generate at least 10 percent of their energy from renewable
15       sources by 2015, according to a National Resource Defense
16       Council report.  There are currently 121 companies that
17       supply wind components employing 4000 workers.  The state has
18       26 additional wind projects announced and under -- or under
19       development which will amount to an additional 3000 megawatts
20       if all projects come up to fruition.
21                 21 companies in Michigan manufacture components for
22       the solar market employing 6300 workers.  Michigan's
23       renewable energy standard has resulted in 1.79 billion in
24       investments through 2012.  These hearings are highlighting
25       the important fact that we should renew efforts to expand
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 1       investment in renewable energy.
 2                 Initiatives that continue to promote the
 3       development of clean energy, renewable energy, must continue
 4       to be a priority.  Expanding renewable energy can help to
 5       clear the obstacles blocking our way to even more progress
 6       and keep the American economy on steady ground.
 7                 Thank you.
 8                 DIRECTOR STEVE BAKKAL:  Thank you.
 9                 Our next four speakers are Michelle Rison, Brett
10       Little, Samuel Fields, and Chad Jones.  If you could come up
11       to the front, please.
12                 And Michelle Rison, come up to the front right now.
13                 MS. MICHELLE RISON:  Thank you.  I'm Michelle.  I
14       partook in the first graduating class in Michigan Tech's
15       Environmental Engineering Program some 22 years ago.
16       Environmental illness has become recognized since the
17       environmental engineers came to be.
18                 Most have heard of chemical sensitivities or sick
19       building syndrome.  Today I will speak about
20       electro-hypersensitivity or EHS.  My focus is health, safety
21       and cost.  I'm inspired to speak of my personal situation
22       after Cary Shineldecker shared his family's tragic experience
23       with the Mason County Wind Farm at the Grand Rapids Forum.
24                 For many of you EHS is a new term.  EHS is related
25       to electromagnetic radiation.  Electromagnetic radiation is
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 1       unseen, surrounds us, and is known as electro-smog.  Most
 2       have never considered that electro-smog can be felt or affect
 3       one's body.  One doesn't consider something electrical when
 4       they are tired, feel less than stellar, or when their mind is
 5       discombobulated.  Try noting this potential connection
 6       sometimes.
 7                 Let us speak of health.  Our bodies are electrical
 8       in nature.  We have an explosion of electrical-brain related
 9       illnesses such as Alzheimers, autism, ADD, MS and depression.
10       We have mystery illnesses such as fibromyalgia, chronic
11       fatigue syndrome, and brittle diabetes, and a rise in cancers
12       including the brain and prostate areas, most near our cell
13       phones.  Please see the Bio-Initiative Report of 2012.
14                 We're also a country of sleep deprived individuals.
15       Who here, with a show of hands, falls asleep easily and
16       unaided, stays asleep, and awakens happy, alert and refreshed
17       each morning?  Have you considered your sleeping
18       environments?  Do you recall camping as a kid, away from
19       everything and how well you slept?  Was it the fresh air or
20       the lack of all things electrical?
21                 Consider where you sleep now.  Are you near your
22       electric meter service panel?  Do you have water or gas pipes
23       beneath you that could carry electrical anomalies?  How about
24       furnaces or AC units, cable, TV, wi-fi or satellite?
25       Consider what techno gadgets are on, baby monitors, DECT
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 1       phones, cell phones, computers, television, CFL lights and
 2       even some LEDs.  All of these emit electro-smog, I challenge
 3       you to explore unplugging for the next four weeks to see if
 4       your sleep patterns change.
 5                 I have one minute left, okay.  I'll talk about my
 6       personal situation.  Anomalies exist such as stray voltage,
 7       current, frequencies, electrostatic charges, sparking, and
 8       impulses and are present on electric, gas, water, cable, and
 9       tele-utilities.  These are grid issues that are not being
10       addressed.  Smart Meters will only compound this.
11                 These issues are present at my home and in my
12       neighborhood.  I can sense these anomalies and feel them
13       throughout my body.  The electric company considers this
14       normal.  What the utility deems as normal has kept me from
15       living in my home for the better part of three years.
16                 Which leads to my personal health circumstances.  I
17       actually had the power removed from my property and lived
18       without it for six months.  Electricity is precious.
19       Refrigeration is a Godsend.
20                 I became electro-sensitive because of electrical
21       anomalies present at my home.  I had been unable to sleep for
22       more than a few hours a night for months on end.  My body
23       sizzles and shakes when in a sensitized state.  I can sense
24       impulses that put me in a continual state of terror at a
25       cellular level.  My mind is affected.  EHS is absolutely
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 1       intolerable.
 2                 I've been hospitalized some ten weeks of the past
 3       six months.  The bill to my insurance company for the first
 4       hospital stay was $64,000.  I have yet to receive the second.
 5       What a burden to our healthcare system.
 6                 I stopped counting at 18 back in November how many
 7       times I've moved since June.  I stopped counting at 100,000
 8       what this has cost me out of pocket.
 9                 I recently found two therapies that have helped.  I
10       have had my metal mercury fillings removed, and now have my
11       memory erased every other week with electroconvulsive shock
12       therapy so I can continue to walk this planet.
13                 There are many like me.  My question to this forum,
14       is it truly cost effective to exchange our health for real or
15       perceived energy savings?  Before we move any further, we
16       need to consider the health effects of what already exists
17       and any new technologies we plan to add.
18                 I'm one of Nick's externalities that he spoke of.
19       Thank you.
20                 MR. BRETT LITTLE:  Hi, my name is Brett Little and
21       I am the executive director at the Alliance for Environmental
22       Sustainability.  We are a nonprofit located in Grand Rapids,
23       Michigan that serves the midwest in high performance home
24       education, consulting and third-party verification.
25                 One of the quick things I want to go over here is
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 1       that most of these debates are between what I would say
 2       energy generation, big fossil fuel versus big wind is really
 3       what we see here.  And so I want to kind of bring energy
 4       efficiency to the conversation.  Energy efficiency is usually
 5       not very sexy.  It's something that you can't see.  So it's
 6       something that's important that we need to focus on and have
 7       that conversation around it.
 8                 Again, we've done consulting and studies and
 9       research on over a thousand homes that we've helped to
10       retrofit, remodel and build new to higher energy efficient
11       standards.  And based on our research and some studies I've
12       done on my own house, we've come up to the conclusion that
13       you could invest 20 to $40,000 in what I would say is a
14       moderate residential energy upgrade and save 50 percent in
15       your energy, gas and electric.  You could spend 50 to 100,000
16       in what I would call deep energy retrofits saving you from 50
17       to 90 percent in energy reduction.
18                 So just real quick off the back of the notes
19       calculation, we spent 31 billion dollars in energy in 2009,
20       exporting money out, importing energy.  There are 3 million
21       homes in Michigan, and one-fourth of that cost went to fuel
22       and give energy to those homes.  So that's probably about 7
23       billion dollars that went to power our homes.
24                 If we were to just take my estimate of $30,000 per
25       home to improve it, to get a 50 percent energy reduction,


O'Brien & Bails Court Reporting & Video







Page 118


 1       that would be about 90 million dollars.  So from there that's
 2       90 million dollars invested through all of our homes, and we
 3       could reduce 50 percent, so that's about 3.5 billion dollars
 4       saved right there.
 5                 And then there is multiple benefits attributed to
 6       getting into that.  I didn't also mention that that money
 7       went to improve the indoor air quality of your house which
 8       could reduce public health costs.  It would go to improve
 9       water efficiency, and less water being sent to be processed
10       means less chemicals, less energy being processed.  It also
11       goes to improve the durability of the home if you're in there
12       and do it right.
13                 So my recommendations are training and education to
14       homebuilders, to consultants, to appraisers, to remodelers,
15       to code officials on how to do this.  Greening the Multiple
16       Listing Service so that way we have a way to identify these
17       costs.  Third-party verification and oversight on all homes
18       that are being sold, and coming up with other incentives on
19       how to do that.
20                 Thank you for your time.
21                 MR. SAMUEL FIELD:  Director, Chairman, my name is
22       Samuel Field, I'm an attorney in Kalamazoo, and I want to
23       talk to you about the very wanton topic of property taxes.
24                 I'm the co-founder and owner of Helios Solar.  We
25       have various solar projects we built.  I want to tell you
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 1       specifically about those and their relevance to this topic.
 2                 One of them is a Kalamazoo solar project that's in
 3       Galesburg Township.  It's 158.8 kilowatts.  I believe it's
 4       still the largest input of solar energy to Consumers Energy
 5       at this time.  It produces about 225 megawatt hours of power
 6       a year.
 7                 We received a property tax assessment our first
 8       year of $27,000.  That works out to about 13 cents per
 9       kilowatt hour, more than the retail value of the electricity
10       that we're producing.
11                 The second project I want to tell you about is the
12       project we built at Hackett High School, it's a 20 kilowatt
13       project.  We believe the property tax assessment we received
14       this year is $2100 which amounts to about 8 cents per
15       kilowatt hour.
16                 By comparison, I researched what property tax
17       burden is being paid for the Palisades Nuclear Power Plant.
18       They produce about 5.8 gigawatts of power and pay about 12
19       million dollars in property tax.  That works out to about .2
20       cents per kilowatt hour of production.  We pay -- after three
21       years of litigation, I had the advantage of having my own
22       captive lawyer, being myself.  After three years of
23       litigation, spending about somewhere between 25 to $50,000
24       worth of time, $28,000 out of pocket, I won the Kalamazoo
25       solar litigation, with the tax tribunal.  And so now the
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 1       assessor there is only trying to charge me somewhere between
 2       4 and 7 cents per kilowatt hour for the privilege of
 3       operating in their township.
 4                 I would submit to you that an energy policy with
 5       the state ought to fairly treat renewable energy taxation
 6       versus conventional energy taxation.  I used to have the view
 7       that there should be a total abatement of property taxes for
 8       renewable energy, but I've become more modern now.  I just
 9       think it should be the same for all of us.
10                 The legislature should simply define an amount,
11       let's say a quarter of a cent per kilowatt hour, that's paid
12       in property tax by any generator of electricity, be it solar,
13       wind, nuclear, coal, whatever.
14                 Thank you very much for your time.
15                 MR. CHAD JONES:  Good afternoon.  I'm Chad Jones,
16       I'm the Vice President of Parker-Arntz Plumbing & Heating, a
17       full-service mechanical contractor, and its recently-formed
18       subsidiary, Eco-Refrigeration out of Greenville, Michigan.
19                 Let me first thank Director Bakkal and Chairman
20       Quackenbush for this opportunity to share our insights today.
21                 We're contractors.  We're on the frontline of
22       energy conservation measures and we appreciate being heard.
23                 I want to tell you about a few issues that prevent
24       us from even greater success and progress.  Also point out
25       what appears to be working very well for us.
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 1                 Let me begin with the treatment of different energy
 2       classes and use of incentives to promote energy savings in
 3       both new and existing commercial and residential projects,
 4       and especially market rate or income qualified multifamily
 5       properties.
 6                 Regarding the treatment of utilities classes, some
 7       of our clients hold properties operating in multiple utility
 8       service regions, and some clients who operate similar HVAC
 9       systems installed in different buildings find them
10       inconsistently incentivized.  Situations like these lead to
11       multiple challenges for both property management and
12       contractors like Parker-Arntz as we work together to improve
13       efficiency.
14                 The first challenge is that of incentive levels.
15       Incentive processing and contractor compensation are
16       different for the same measures across various programs.
17       Consider as an example, a standard boiler tune-up in a
18       typical five-unit property at 110 MBH, DTE offers $1.36,
19       which is equal to $150 for that tune-up.  Consumers for the
20       same project offers $27.50, and Efficiencies United offers
21       $23.10.
22                 Not only are there differences between utility
23       companies, there are also differences between various
24       programs within a single company.  We believe that unified
25       incentives with the utility incentive programing will benefit
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 1       everyone.  Another situation arises when people or a property
 2       owner has similar systems installed in buildings with a
 3       different rate code.  Again the incentives, incentive
 4       processing and contractor compensation can vary
 5       significantly.
 6                 Take for example two 24-unit properties, managed by
 7       the same management company, located two miles apart, and
 8       virtually using the same HVAC system.  One of the things that
 9       we have looked at is there is a big difference, and it
10       confuses and frustrates the property owners.  One qualifies
11       for all measures, the other qualifies for none.
12                 We think energy optimization incentives go directly
13       to the triple bottom-line of Michigan's sustainable future,
14       and encourage the MPSC as well as other policymakers to
15       ensure these incentives continue their significant impact.
16       We'd also like to propose creating incentive mechanisms for
17       even deeper energy savings measures.
18                 My direct responsibilities at Parker-Arntz were
19       this year, in 2013 we did 251 boiler tune-ups, 5032 furnace
20       tune-ups, installed 1909 programmable thermostats, 2257
21       high-efficiency shower heads, 5,000 faucet aerators, 15
22       boiler reset controls, and over two miles of pipe wrap.  What
23       we did is we did $449,000 worth of work as a give, and as a
24       gain we did $670,000 in additional work.
25                 My question to you is let's keep these programs


O'Brien & Bails Court Reporting & Video







Page 123


 1       working, we're a small contractor, we hired nine employees
 2       this year, and we really made this program work.
 3                 Thank you very much for your time.
 4                 DIRECTOR STEVE BAKKAL:  Our next four speakers are
 5       Mr. Larry Kaufman, John Taylor, Matt Rosendaul, and Wendy
 6       Denning.
 7                 MR. LARRY KAUFMAN:  Thank you very much for having
 8       us.  My name is Larry Kaufman, I'm the Executive Director of
 9       the Michigan Geothermal Energy Association, an association
10       that promotes the use of geothermal heat pumps in Michigan
11       which lowers people's utility bills and creates jobs in
12       Michigan.
13                 Now for full transparency, I was the energy expert
14       at DTE Energy for 17 years, I retired in November.  So my
15       comments do not reflect DTE, although they agree with them.
16       I'm also the Vice President of the Michigan Interfaith Power
17       and Light, they've spoken at most of your events.  I'm also
18       not speaking on behalf of them today.
19                 What I'm here today to talk about is geothermal.  I
20       installed a geothermal in my house in 1998.  I have a 2600
21       square home with a 1200 square foot basement.  I keep my
22       house at 72 degrees, I prefer 71, my wife prefers 72, so we
23       keep it at 72, and 73 in the summer.  During the past 14
24       years, my heating and cooling bill has averaged about $60 a
25       month.  It is my opinion that you can not have a serious
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 1       conversation about energy optimization without including
 2       geothermal.  I have 60 CFLs in my home.  They pay for me to
 3       take my wife out to dinner once a month.  My geothermal pays
 4       for me to go on my summer cruise this summer.  But I'm not
 5       here to talk about energy optimization either.  I'm here to
 6       talk about geothermal as a renewable source.
 7                 Why is my geothermal five times as efficient as a
 8       furnace and twice as efficient as an air conditioner?  It's
 9       because the ground is a constant temperature of 50 to 55
10       degrees year round.  Why is the ground that warm?  It's
11       because the sun heats the earth.
12                 Now I also have 2.4 kW of solar panels.  I
13       installed that two-and-a-half years ago.  The sun shines on
14       my panels, they create and I convert them to electricity.
15       The electricity is used in my house and I sell the excess
16       back to DTE at 11 cents a kilowatt hour, great program.
17                 Geothermal is really the same if you think about
18       it.  The sun heats the ground.  The ground stays at a heated
19       temperature of 55 degrees, and the geothermal uses that heat
20       in the ground.
21                 Now let's talk about the summer when we compare
22       apples to apples, and we talk about geothermal versus an
23       electric air conditioner, electricity to electricity.
24                 The electricity the geothermal is using is only
25       half as much of the electricity in the summer because of the
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 1       heat in the ground, and as we talked earlier saving 50
 2       percent of electricity is better than producing 50 percent
 3       because you lose transmission, you lose in production.
 4                 Rob Dersksen from the Michigan Energy Services
 5       calculated that my four-ton geothermal system will reject
 6       8021 kilowatt hours into the earth.  My 2.4 kW solar panel
 7       produces about 1700 kilowatt hours a year, of which 1400 is
 8       during the summer.  Therefore the geothermal system is
 9       producing about five times the kWh as my solar.
10                 Both systems cost me about 20,000 to install.  Even
11       if you're saying it's only 50 percent versus air conditioning
12       in savings, it's still going to make geothermal far more
13       competitive and far more efficient than a solar.
14                 Therefore, I think that the commission should make
15       geothermal a renewable source similar to solar so that we get
16       paid for converting RECs.  Because I've often asked DTE, can
17       I get paid for my RECs in converting to geothermal?  Because
18       it's really more efficient.
19                 Now the two questions you're going to ask is one,
20       what is the effect on the carbon footprint; and two, how does
21       it affect the utility?  In terms of carbon footprint, DTE
22       made a study seven years ago and found that geothermal is the
23       same or better than natural gas.  That's when we had no wind.
24                 Now that we have 10 percent wind, geothermal will
25       be a far better footprint than gas.
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 1                 Second, in terms of production, any manufacturer
 2       will tell you the best production, most efficient, lowest
 3       cost is to have the same production flat year round.  In the
 4       winter utilities have excess capacity, and geothermal will
 5       add usage so that actually is a benefit for them.  In the
 6       summer geothermal is twice as efficient as an air conditioner
 7       so it's going to lower the capacity.
 8                 So what it will do is flatten the usage which makes
 9       them more efficient to run and lowers utility rates.  So
10       geothermal will help both in the efficiency, it will help in
11       the carbon footprint, it lowers customer's bills which gives
12       them more money to spend and improves the Michigan economy.
13       And my time is up.  Thank you.
14                 MR. JOHN TAYLOR:  Thank you for the opportunity to
15       speak.  I didn't come with any prepared remarks, I wasn't
16       even prepared to speak, but I came to listen and learn as
17       much as possible.
18                 But one of the things that really struck me during
19       this conversation was the lack of the sustainability during a
20       lot of these presentations.  And to me what sustainability
21       means is not just looking for the short-term profit or how
22       you can achieve cheap energy for the short term, but how do
23       you have a long term-plan that will be there for our future
24       and for our children's future?
25                 One of the things that I think that sustainability
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 1       means to me is looking at all the costs, looking at every
 2       different factor, what it's going to cost to produce our
 3       energy.
 4                 And one of the comments that was made earlier is do
 5       we have enough money to buy groceries or to pay the electric
 6       bill?  So another cost that needs to be factored in is the
 7       higher potential for children's asthma medication, or the
 8       higher potential for costs associated with health risks
 9       associated with mercury poisoning.
10                 I think that renewables need to be a focus.  I
11       think we need to be more in line with other states in our
12       area.  And that's basically what I have to say.  Thank you.
13                 MR. MATT ROSENDAUL:  Thank you, Commission, for
14       holding these forums.  It feels good to be back on campus, I
15       wish I had a little more time to walk around.  I have my
16       little pin on, I'm an alum, go Broncos.
17                 My name is Matt Rosendaul, and I own the company
18       Great Lakes Home Performance and we conduct home performance
19       analysis.  And it's nice to see that there are some other
20       contractors here talking about the same things, but I'm going
21       to talk about a couple new items.
22                 And the title of my little talk here is Sustainable
23       Energy Optimization Programs Through Market Creation.  And
24       what I'd like to see is energy optimization programs that
25       will target fewer homes with deeper and more durable energy
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 1       savings measures by fostering home performance businesses in
 2       creating a market demand for their services.
 3                 As a result of PA295 and other stimulus programs,
 4       there are dozens of new businesses employing hundreds of home
 5       performance and energy professionals in the state and we
 6       heard several of them here today.
 7                 And one of my concerns with the incentive-based
 8       programs that we have right now is that those businesses are
 9       dealing with a market which is becoming addicted to rebates
10       and incentives.  And what I would like to see is that now
11       that we have created this new industry here in Michigan, I
12       would like to create more market transformation out there to
13       create a poll so that homeowners are more interested in
14       getting those savings.
15                 And so what I'd like to see is the next version of
16       this legislation support this market in the following ways;
17       fund the recruiting, training and equipping of energy
18       efficiency companies and professionals, offer incentives for
19       the contractors who perform high-quality work, continue
20       customer incentives to install improvements but with
21       additional rebates for the contractors as an incentive to
22       sell those improvements, an emphasis on rebates directed to
23       the contractor directly because in most of these programs the
24       homeowner can assign the rebate to be given directly to the
25       contractor, so that it's an extra incentive to help them
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 1       sell.  And I should say all this stuff sounds maybe a little
 2       bit self-serving but I'll also tell you that I don't do any
 3       rebates in my business.  My business -- I work mostly with
 4       new construction, I work a lot in the propane and electric
 5       co-op areas.  So I'm not enrolled in the DTE and Consumers
 6       Energy programs.  I'm maybe on the periphery of some of those
 7       things but I don't actually get any of those things.  But I
 8       think this is the direction it needs to go.
 9                 Also the creation of a system where a customer can
10       pay for a portion of their improvements through the savings
11       that they generate.  And also an increased use of the home
12       energy rating system in real estate transactions, especially
13       greening of the MLS.  And that's already being done in
14       Traverse City actually.  And you can search for a home that
15       has a particular HERS rating score in Traverse City.  And
16       there is actually legislation in Washington right now being
17       proposed that would make that a part of the calculation for
18       home energy mortgage calculations and stuff.
19                 So the outcome of this legislation -- I see my time
20       is up.  The outcome of this legislation needs to be a
21       free-market system where customers demand improvements, they
22       can find qualified contractors, and they can enjoy those
23       savings alone as their incentives.
24                 The outcome for Michigan is not only energy
25       reduction and environmental stewardship, but the creation of
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 1       businesses and jobs and a well-trained workforce.
 2                 Thank you.
 3                 MS. WENDY DENNING:  Thank you.  I am Wendy Denning,
 4       I am here speaking on my own behalf.  I had signed up to
 5       speak about wind technology, however Jan from the Sierra Club
 6       has covered all of my points, so I'm going to move on to some
 7       of my other comments.
 8                 I saw Governor Snyder at a presentation he made at
 9       the Kellogg Biological Station in November on energy and
10       resources in Michigan.  At that presentation he said the next
11       worldwide commodity is going to be water.  He said that he
12       could not impress upon us how valuable water is going to be
13       in the future.  Lucky for us Michiganders, water is Pure
14       Michigan's greatest natural resource.
15                 I can concur with Governor Snyder about the
16       importance of fresh water, we need to protect it.  And as a
17       result I am here to speak out against drilling for gas in
18       Michigan.  I understand I only have three to five minutes
19       which is not enough time to even scratch the surface of the
20       dangers of slick water horizontal hydraulic fracturing and I
21       will do my best to briefly defend my objections.
22                 A year ago if I had been asked if I thought
23       drilling for natural gas was a good idea, I would have said
24       heck yeah.  And then last summer I learned about the sale of
25       the mineral rights in the Barry County State Game Area which
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 1       is in my backyard, so I decided I needed to do a little
 2       homework.
 3                 I began my research on Michigan DEQ and DNR
 4       websites.  The websites assured me there have not been any
 5       incidents or accidents as a result of gas drilling in
 6       Michigan, and that it's been going on for over fifty years.
 7                 I expanded my research to other states and
 8       discovered there have been many very serious incidents of
 9       public harm in areas near well sites.  I learned that the
10       information on the DNR and the DEQ's website are extremely
11       elementary and incomplete.  Drilling has been going on
12       without incident in Michigan for over fifty years; however
13       slick water horizontal hydraulic fracturing, or fracking, is
14       only about ten years old, and there are, I believe, not more
15       than fourteen slick water horizontal hydraulic fracturing
16       wells in Michigan.
17                 So the DNR and the DEQ websites are very
18       misleading.  I was shocked and disappointed.  The DEQ and the
19       DNR are the very safety organizations I count on for accurate
20       information regarding the environment.  It's my expectation
21       that the DEQ and the DNR, as well as my electric
22       representative, will learn all that is humanly possible about
23       an issue affecting public health, especially when it's an
24       issue whereby my elected officials will be making decisions
25       that will affect my quality of life.
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 1                 I recognize Michigan's economy stands to gain
 2       enormously from fracking.  It would be one thing if America
 3       needed Michigan's gas, but it doesn't.  There is an article
 4       in Harpers explaining that North Dakota alone has enough oil
 5       to render the U.S. independent from foreign oil.  It also
 6       states there is a glut of gas and oil in America right now.
 7       It's not imperative to America that Michigan's natural gas be
 8       mined.  It is imperative to Michigan that our water be
 9       protected.
10                 I just read an article in the Kalamazoo Gazette
11       about a well in Kalkaska drilled by Encana Corporation where
12       they used over 21 million gallons of Pure Michigan water.
13       That's ludicrous.  And as you know the water used in fracking
14       is contaminated with up to 650 chemicals, many of which are
15       known human carcinogens.
16                 I'd like to know what the state is going to do with
17       these 21 million gallons of poisonous water per frack, and
18       multiple that by thousands of wells the gas companies hope to
19       drill in Michigan.  Where is the water coming from, and where
20       is the poisoned water going?  This at a time when the water
21       levels in Michigan and the inland lakes are at an historic,
22       all-time low.  This is not a good public policy.
23                 In the same article, the Chairman of the Michigan
24       House Committee on Energy and Technology stated that, "after
25       peer reviews of over 200 documents, the EPA failed to find
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 1       one case of underground drinking water contamination from the
 2       fracking process."
 3                 That's a very disturbing statement because other
 4       states indeed have had incidents of drinking water
 5       contamination from fracking.  I'm submitting to you an
 6       indepth study by scientists from Cornell University which
 7       states in the summary, "without complete studies, given the
 8       many apparent adverse impacts on human and animal health, a
 9       ban on shale gas drilling is essential for the protection of
10       human health."
11                 So I'm here to state I think that fracking is a
12       terrible idea in Michigan, and that it's very unsafe, and
13       that I question that our legislators have done their
14       homework.  And when we read on the websites that it is safe,
15       it indicates to me that they indeed have not done their
16       homework and they are obfuscating the truth.  And I think
17       it's a bad idea.  Thank you.
18                 DIRECTOR STEVE BAKKAL:  We are going to be kicked
19       out of here fairly soon, but I will try to get the last five
20       speakers in if we can all stay within our time.
21       Unfortunately that doesn't mean everybody will have a chance
22       to speak that was requested, but I do encourage you to submit
23       your comments online.
24                 The next five speakers are Sean Madden, Julia
25       Ludwig, Robert Alway, Jean Whittemore Sharp, and Dr. Paul
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 1       Clements.
 2                 Sean Madden, please come up.
 3                 MR. SEAN MADDEN:  First I'd like to thank you today
 4       for holding the hearing today on renewable energy in Michigan
 5       and for giving me the opportunity to give testimony.  That
 6       was a tough one to follow up.
 7                 My name is Sean Madden, I'm a 2004 graduate of
 8       Western Michigan University, and currently I'm employed by
 9       the United Food and Commercial Workers International Union,
10       Local 951 in Grand Rapids, Michigan.  UFCW Local 951
11       represents nearly 30,000 grocery, retail, meat packing and
12       food processing workers in the state.
13                 I'm here today because I believe our ability to
14       create a stronger, more sustainable economy for our state
15       depends on our ability to create and deploy clean energy and
16       to protect our vast natural resources.  Diversifying our
17       energy supply and creating jobs must include renewable
18       electricity, and maintaining and expanding clean energy
19       investments that have already worked to grow the economy.
20       Although clean energy investments will not directly create
21       jobs for UFCW members, increasing clean energy jobs in our
22       communities will have a very positive impact in our
23       neighborhood stores that our members work in.  This increased
24       spending will indirectly result in more and better jobs for
25       our members.
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 1                 I was going to specifically respond to how does
 2       Michigan's renewable requirements compare to other states,
 3       but due to the time constraints I'll keep that very brief.
 4                 Right now Michigan ranks firmly in the middle of
 5       the surrounding states, being Wisconsin, Illinois, Indiana
 6       and Ohio as far as our standards for renewable energy.  We'd
 7       like to see Michigan take the initiative and the lead to lead
 8       these surrounding states in clean energy jobs.
 9                 I think it's important that we double down on the
10       industries of the 21st Century and make for more energy
11       efficient and more competitive economy in the State of
12       Michigan by pursuing these clean energy industries.
13                 I think it's very important that we continue to
14       fight for a better future for our children, our
15       grandchildren, and in my case nieces and nephews.  That means
16       going beyond simply creating jobs, and the need to make sure
17       that these jobs are good jobs as we're protecting the
18       environment.  Following the Rebuilding Green, a report by the
19       Blue-Green Alliance, and the Economic Policy Institute, this
20       examined the success of the Recovery Act, which the report
21       shows nearly one million jobs were saved or created, and this
22       included many green energy jobs.
23                 In agreement with the Blue-Green Alliance, I
24       believe that the better future will be dependent on our
25       ability to create these good jobs while also protecting the
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 1       environment, and those are not two mutually exclusive things.
 2                 Thank you for your time.
 3                 MS. JULIA LUDWIG:  I'm Julie Ludwig.  And thank you
 4       Commissioner Quackenbush and Director Bakkal.
 5                 I live in South Haven.  In my work as a nurse I've
 6       been a midwife and Hospice nurse.  And I chose this work
 7       because I wanted to work with the most elemental aspects of
 8       life, birth and death.
 9                 I'm here today because of a version of that same
10       impulse, I want to speak for the most elementary components
11       of our human life, clean water, air, and earth.  The united
12       principle I see is that of an old value of stewardship, which
13       is kind of the opposite of cost benefit analysis, one that
14       goes back to the earliest Biblical times and beyond.  I'm
15       hoping that the main focus of these forums is to discern how
16       we can be better stewards of what we've been given as we meet
17       our energy needs.  We've got a lot of work to do.  So to be
18       clear, I'm here to advocate for maximal exploration and
19       development of clean energy.
20                 A place to start would be to assure that we're
21       using the energy we currently have wisely.  For instance,
22       nearly 30 percent of commercial buildings have no wall
23       insulation, and a quarter of the homes in the state have
24       single-pane windows.  We can assure long-term tax incentives
25       are in place for improved insulation, and thereby use what
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 1       energy we do use more effectively.  Such efforts would
 2       provide jobs and boost our economy.
 3                 One of the things that I wrote down as a specific
 4       recommendation is to look at the passive house concept, not
 5       passive energy solely, but passive house.  It's a concept
 6       that's used in Europe.  About 25 percent of the homes in
 7       Austria are built with this construction.  It's super
 8       insulation, excellent heat energy exchange, clean air, no
 9       furnace, no air conditioner, and you can heat it with a hair
10       dryer or by baking a cake.  So I think that's a great idea to
11       pursue.
12                 We should make sure whatever energy we use does not
13       consume more resources in its production than we get as an
14       end product.  Michigan has wind, so wind energy should be
15       developed.  When people speak about clean coal they act as if
16       it just magically appeared here, nice and clean.  I'm from
17       Kentucky and I can tell you that's not the case.  So we've
18       got to look at the externalized costs of the energy that we
19       use.
20                 Thank you very much.
21                 MR. ROBERT ALWAY:  Yes, I'm Robert Alway from
22       Otsego, Michigan.  And I'd like to comment a little bit about
23       my own experiences with solar electric and how that might
24       apply to things in general.
25                 I have in my house some solar panels and these days
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 1       the price of solar electric is dropping rapidly among other
 2       renewable energy costs.  And eventually we're going to get to
 3       the point where a fraction of the renewable energy on the
 4       grid is going to get to a point where we're going to have
 5       more demand for load-balancing capacity, is the term I have
 6       written here.
 7                 Basically my production maximum in my house is
 8       during May and June where we have the longest, sunniest days
 9       of the year; but my use maximum, because I'm decadent and
10       have air conditioning, is in July and August.
11                 By and large it matches the seasonal things but
12       there is a couple month shift there.  And with winds and
13       other things that was pointed out you can kind of blend
14       things for the overall year.
15                 So one of the things that I think we need to do as
16       a state is determine the cost value of load balancing or
17       storage for different time periods, whether it's daily where
18       you have a day and night shift, or higher winds in the
19       afternoon and not enough in the morning, weekly costs so that
20       you can balance it over a longer time period.  And as in my
21       home generation, perhaps seasonal where you generate perhaps
22       more early in the spring, and need more of it later in the
23       summer, what the cost of any kind of load balancing would be.
24                 There are a couple ways to go about that.  One is
25       to encourage renewable energy sources that match electric
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 1       demand patterns, so that you generate more electric during
 2       the day during air conditioning times, or during times when
 3       there is low sunlight and you need power balanced by wind
 4       generation.  That kind of thing, which is probably the most
 5       economical, and whatever incentives you need to balance out
 6       those different types of renewable energies.
 7                 And the other thing is to encourage development of
 8       energy storage mechanisms.  I think it was already pointed
 9       out there is the big Ludington Pumped Storage Plant that was
10       actually designed with base line power plants in mind to
11       adjust for variations in use.  And with many of the
12       renewables you'll have variations in generation that have to
13       be balanced against known use patterns.
14                 Part of this may also have to do with just better
15       weather forecasting as comparing that to how much power is
16       generated either by wind or solar or some other mechanism.
17                 And one other comment unrelated to that, but I
18       noticed going along we had one company earlier that commented
19       that they were moving production to Iowa because the energy
20       there was cheaper, and we had another comment later saying
21       that Iowa is one of the better states with 23 percent
22       renewable energy.  I'm not sure if that's connected or not,
23       but it's an interesting point to compare those two.
24                 Thank you.
25                 DIRECTOR STEVE BAKKAL:  Is Jean still here?  Okay.
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 1                 Dr. Paul, come up.
 2                 MR. PAUL CLEMENTS:  Thank you, Commissioner and
 3       Director.  Thanks everyone for staying this long.
 4                 My name is Paul Clements, I'm a professor of
 5       political science here at Western Michigan University.  My
 6       comments reenforce previous comments about monetizing
 7       externalities, energy efficiency and climate change.
 8                 Plans for Michigan's energy future need to be
 9       consistent with limiting global warming to 2 degrees celsius.
10       Today Michigan has about 17 tons of carbon dioxide emissions
11       per person.  We need to cut this by more than 80 percent to
12       below three tons per person by 2050, with similar cuts in
13       methane and other greenhouse gases.  Climate change threatens
14       Michigan's Great Lakes, our rivers, the quality of our air,
15       our forest, and our wildlife.  It also threatens agriculture
16       in Michigan, and around the country and the world.  The World
17       Bank says runaway climate change is likely to exceed the
18       adaptive capacities of many developing countries.  The
19       National Research Council reports that states will fail, and
20       when large populations subjected to famine, flood and
21       disease, migrate across international borders, national and
22       international agencies will not have the resources to cope.
23                 The best estimate of global allowances of
24       greenhouse gas emissions to keep global warming under 2
25       degrees celsius, is three tons of carbon dioxide per person
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 1       per year, or its equivalent in other gases by 2050.  That's
 2       37 years away.
 3                 Most energy infrastructure that we build from now
 4       on should last for more than 37 years.  So anything we build
 5       now that cuts our emission portfolio, including energy
 6       efficiency, by less than 80 percent, will require even
 7       greater reductions at greater costs in the future.
 8       Postponing action is a false economy.  It will only make it
 9       more expensive later on, as we have to replace relatively new
10       equipment.
11                 The time for Michigan to move to renewable energy
12       economy is now.
13                 Thank you.
14                 CHAIRMAN QUACKENBUSH:  Well thank you.  Thank you
15       all for coming.  I'd like to close the forum out just by
16       saying thank you to all the speakers.  Thank you for the
17       useful insights, data, reports and studies that you cited.  I
18       apologize we weren't able to get to every one today.  This
19       room is going to be used for another event in a few minutes,
20       and the workers need a little bit of time to come in and
21       prepare.
22                 So I'd like to say that for those of you who
23       submitted written comments but didn't get to speak, we have
24       those and we'll post those on the website.  The slides from
25       today will be on our website.  Transcripts from today will be
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 1       on our website in approximately ten days, and please use our
 2       website, Michigan.gov/energy to post future written comments
 3       as well.  It will be open through April 25.
 4                 Thank you very much.  And the next Michigan Public
 5       Forum will be on March 25 in Detroit.  Thank you.
 6                      (Forum concluded at 5:10 p.m.)
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 1                  Kalamazoo, Michigan
  


 2                  March 18, 2013 - 1:05 p.m.
  


 3                  DIRECTOR STEVE BAKKAL:  Good afternoon, every one.
  


 4        Welcome, it's great to be here today.  I am Steve Bakkal from
  


 5        the Michigan Energy Office, part of the Michigan Economic
  


 6        Development Corporation.  On behalf of the Chairman of the
  


 7        Michigan Public Service Commission, Mr. John Quackenbush, and
  


 8        myself, we would like to welcome you to our forum, Michigan
  


 9        Energy Public Forum, as we continue our process to ready
  


10        Michigan to make good energy decisions.
  


11                  As many of you are aware, Governor Snyder gave his
  


12        energy and environment address this past December.  And in
  


13        his address he laid out the three pillars of a sound energy
  


14        policy, that of reliability, affordability and protecting the
  


15        environment, all built on a foundation of adaptability.
  


16                  And as part of that message the Governor also
  


17        discussed about 2013 being the year that we engage with the
  


18        public and engage with our legislators to gather facts and
  


19        information that are needed to make good energy decisions in
  


20        three specific areas that guides much of our energy policy
  


21        today; that of energy efficiency, renewable energy, electric
  


22        choice, or other additional energies that should be
  


23        considered.
  


24                  Which brings us to why we're here today.  This past
  


25        January we launched the input phase of this process that the
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 1        Governor talked about.  So in addition to these forums, we
  


 2        also launched a new website at Michigan.gov/energy, where we
  


 3        posted a number of questions that we're looking for input and
  


 4        information on.  The website will be open for submissions
  


 5        until April 25th.
  


 6                  And when you go to the website, you'll notice a
  


 7        number of questions in each of those specific topics areas.
  


 8        Many of them are very technical in nature and asking for
  


 9        specific information, but generally they can all be
  


10        summarized by these two questions.  First, what information
  


11        do energy policymakers need to consider in order to make good
  


12        energy decisions; or what existing data or studies are out
  


13        there that can be utilized by our policymakers.
  


14                  What you won't see on the website are questions
  


15        that are asking for specific policy recommendations.  We're
  


16        not asking you what our targets should be in these specific
  


17        areas, or if we should even have targets in these specific
  


18        areas.  We're asking for the underlying facts and studies
  


19        that are needed by our policymakers to make those
  


20        determinations.
  


21                  Again this is our fourth public forum.  We have
  


22        three more through the end of April.  The format of these
  


23        forums will be similar to what we have today.  We'll have a
  


24        number of presentations in the first half from some of the
  


25        major stakeholders that will attempt to address the questions
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 1        that we've posed on our website from their perspective.  And
  


 2        then we will dedicate a large portion of the time this
  


 3        afternoon for public comments as well.
  


 4                  All the comments today, the complete forums, the
  


 5        past presentations and today's presentation, are all going to
  


 6        be available on the website.  We have the assistance of a
  


 7        court reporter here today so the transcript of the forum
  


 8        today will be available on the website.
  


 9                  All the presentations again will be on there.  What
  


10        you will notice is none of the presentations are similar from
  


11        one event to the other, we've tried to make this as diverse
  


12        as possible.
  


13                  Also on the website you'll notice there has also
  


14        been a number of submissions that are attempting to answer
  


15        some of the questions we've posed.  So I encourage you to go
  


16        on the website, review those; and if you have better
  


17        information that's available, I encourage you to submit that
  


18        as well.
  


19                  After this input phase concludes at the end of
  


20        April, in the May through June time frame, the Chairman and
  


21        myself will be beginning to draft our outlines of the report.
  


22        We'll start to look at what information that we still didn't
  


23        gather through this process and that's missing that we may
  


24        need to go out and gather.  We'll start to compile reports in
  


25        the July-September time frame.  We'll release a preliminary
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 1        draft of the report in October-November, again making it
  


 2        available for public comment as well.  And in the
  


 3        November-December time frame we'll release the report.  And
  


 4        we anticipate the Governor will use the findings of the
  


 5        report to develop his own comprehensive energy policy that
  


 6        he'll announce at the end of the year.
  


 7                  At this point I'd like to introduce the Chairman of
  


 8        the Michigan Public Service Commission, Mr. John Quackenbush.
  


 9        He'll give you some background as it relates to these few
  


10        topics areas we're discussing today.  Please join me in
  


11        welcoming Mr. Quackenbush to the stage.
  


12                  CHAIRMAN JOHN QUACKENBUSH:  Yes, it's great to be
  


13        here.  It looks like we have another great turn out.  Thank
  


14        you for coming and expressing your interest in Michigan's
  


15        energy future.
  


16                  What I'd like to do real briefly, and I'm going to
  


17        try to keep it brief because I know we're here mostly to
  


18        listen to you, and I know we have a lot of interest out there
  


19        in speaking today.  But I want to frame the issues a little
  


20        bit in the big three areas that we're seeking information on,
  


21        and show you what we have so far.
  


22                  Starting with energy efficiency.  You can see that
  


23        we've had targets since 2009, we've ratcheted the target up
  


24        through 2012.  This was all done in the legislative package
  


25        of 2008.  And we've beat the target every year.  We have --
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 1        and this is for electricity.  We've ratcheted it up to a one
  


 2        percent target and we beat it.
  


 3                  So one of the questions on our plate is where do we
  


 4        go from here.  We're looking for data report studies that
  


 5        will support setting a new standard, whether it's higher,
  


 6        lower, keep it at the same, we're very much interested in
  


 7        that.
  


 8                  Next slide is the same information about gas.  We
  


 9        have gas energy efficiency programs.  Our ultimate target
  


10        here for 2012 and beyond is .75 percent.  Again, same kind of
  


11        issues, and we have met and beat our targets every year so
  


12        far.
  


13                  Moving on to renewable energy -- and let me just
  


14        mention that all of these charts are on the website,
  


15        Michigan.gov/energy, and they're also contained in commission
  


16        reports that are filed with the legislature.  We have annual
  


17        reports on these three topics.  The Energy Efficiency Report
  


18        is due November 30th every year so you can go onto the
  


19        Michigan Public Service Commission website and find that
  


20        November 30th report.  It has more details than what I just
  


21        showed you.
  


22                  The Renewable Energy Report here is due February 15
  


23        every year, and we just filed a new report.  There is a lot
  


24        more details than this one chart.  But as you can see the bar
  


25        is progressing upwards as you move to the right.  It shows
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 1        that we're making progress in adding more renewable energy.
  


 2        We have a 10 percent by 2015 target that we're moving
  


 3        towards, and we expect to meet.  And we'll be able to take a
  


 4        look as we get a little bit closer to be able to tell, you
  


 5        know, how well was that integrated into our grid in Michigan,
  


 6        and how well it performed.
  


 7                  And from there, do we want to set a higher standard
  


 8        for a year beyond 2015, do we want to keep it where it is?
  


 9        Again we're looking for the data and support for, you know,
  


10        how to guide our future.
  


11                  Stepping on to electric choice, which is the third
  


12        issue.  Again, here is the commission report that's due
  


13        February 1 each year.  And this data comes directly from that
  


14        report.  The top half shows Consumers Energy statistics, and
  


15        the bottom half shows Detroit Edison.
  


16                  And what this basically shows is that we have a 10
  


17        percent cap on electric choice.  And if we were to just
  


18        eliminate that cap overnight, there is demand for customers
  


19        to go to 24 percent in the Consumers Energy territory, and 21
  


20        percent in the Detroit Edison territory.  Both of those
  


21        numbers are shown in the bottom right-hand corner of the
  


22        respective tables.
  


23                  And so that kind of gives you an idea that
  


24        currently there is demand for more electric choice.
  


25                  I'll close with a few charts of rates, retail
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 1        rates, that come also from the Electric Choice Report.  As
  


 2        you can see, if you can follow it, Michigan currently is at
  


 3        the highest rate, this is for residential customers, on a
  


 4        statewide average, compared to some of our surrounding
  


 5        Midwestern states.  If you go all the way back to the year
  


 6        2000 we were generally towards the top part.  In the middle
  


 7        of the past decade, we've drifted down to where we were in
  


 8        the middle range of rates compared to other states, and by
  


 9        2012, we're back up to where we're at the top.  So we're
  


10        investigating why this is.
  


11                  We're interested -- and maybe you'll notice some
  


12        questions on the website looking for reasons why.  We think
  


13        we know some of the reasons.  We're looking for all of them
  


14        to get a fuller picture.
  


15                  The next chart is similar information, but it's for
  


16        industrial rates.  Again, you can see Michigan has been in
  


17        the upper half of surrounding states generally, but now, as
  


18        of 2012, is right at the top.
  


19                  So this is some of the data we're starting with.
  


20        We know there is different ways of interpreting data, and
  


21        slicing and dicing it.  We're welcoming your comments on it,
  


22        and if you have supplemental data, we welcome that as well.
  


23                  So let me turn it back over to Steve.
  


24                  DIRECTOR STEVE BAKKAL:  Thank you, Mr. Chairman.
  


25                  Before we start with our presentations, I just
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 1        wanted to go through our agenda for the day.  Again we'll
  


 2        have nine presentations today from some of the major
  


 3        stakeholders groups, some companies that are in this area
  


 4        that are going to attempt to answer some of the questions
  


 5        we've posed from their perspective.  We'll be taking a short
  


 6        break after that and then coming back for public comments.
  


 7                  For today's schedule we are ending at 5.  We just
  


 8        learned that we can't stay past 5.  I know some of the
  


 9        previous events we were able to stay past 5 and let every one
  


10        that wanted to speak to speak.  I understand today we already
  


11        had 40 requests to speak which we should be able to get
  


12        through if everybody stays on time.
  


13                  Before I introduce our first speaker, I do want to
  


14        acknowledge we do have Representative Nesbitt here with us,
  


15        Chairman of the House Energy and Technology Committee.  I
  


16        understand he does want to say a few words.  Please welcome
  


17        him.
  


18                  REPRESENTATIVE NESBITT:  Thanks.  I just want to
  


19        thank John and Steve for coming down here to Kalamazoo and
  


20        Southwest Michigan and for the participation of all of you
  


21        folks as we develop policies at the state level.  I'm Chair
  


22        of the House Energy and Technology Committee this term.  I
  


23        represent part of Kalamazoo County, all of Van Buren County.
  


24                  It's good to see the interest.  You look at
  


25        Southwest Michigan and you look at the energy assets that we
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 1        have between nuclear power plants, between the natural gas
  


 2        powers plants.  We actually just have a new landfill that's
  


 3        an energy plant, an energy plant that's going online very
  


 4        soon that was part of the RPS standard before.  I know in
  


 5        terms of the assets that we have here it is extremely
  


 6        important along with the transmission lines.  We have both
  


 7        RTOs, or Regional Transmission Operators both in the PJM
  


 8        market and MISO market and so how that figures in in terms of
  


 9        the rates.
  


10                  I also want to make sure you know that on the House
  


11        Energy and Tech Committee over the next several months we're
  


12        going to be going over our own review up in Lansing working
  


13        through the issues, a lot of the issues that you've mentioned
  


14        in terms of energy optimization, renewable performance
  


15        standard, (inaudible) generation, along with the retail
  


16        access debate that's going on.  Along with many others in
  


17        terms of trying to find ways to make affordable, accessible,
  


18        competitively priced energy here in Michigan.  And trying to
  


19        provide that preview.
  


20                  One of the reminders in terms of term limits in the
  


21        state legislature that when the 2008 Energy Bill passed,
  


22        there isn't one member on the Energy and Tech Committee that
  


23        was around during that passage.  We have Ken Sikkema and I
  


24        know he has a real history with some of the energy policies
  


25        in this state.  But in this era of term limits I think it's
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 1        important to go through an educational process.  And what you
  


 2        guys are doing in terms of gathering I applaud that.
  


 3                  I'd like to leave you with just a report that we
  


 4        issued in the Energy and Technology Committee last term on
  


 5        natural gas.  We went through -- it's a 24-page report that
  


 6        the House Energy and Tech Committee put together on natural
  


 7        gas, both from the production end, the state transmission, in
  


 8        terms of the sales and what it means here in Michigan.
  


 9                  It also provides a few recommendations in terms of
  


10        providing (inaudible) recovery here in the state, carbon
  


11        capture technology, along with expanding natural gas access
  


12        to save consumers costs at the home, along with ideas on
  


13        energy optimization.
  


14                  So along with that I'd like to leave the reports
  


15        there.  Also there will be some copies in the back as people
  


16        wish to see them.
  


17                  So thank you, welcome to Kalamazoo, go Broncos.
  


18                  DIRECTOR STEVE BAKKAL:  Thank you, Mr. Chairman.
  


19                  At this point if there is any other members of the
  


20        legislature that are here that would like to say a few words
  


21        before we begin?  No?
  


22                  Okay, with that I'd like to introduce our first
  


23        speaker, Mr. Paul Chodak, President and COO of Indiana
  


24        Michigan Power Company.
  


25                  Please join me in welcoming Paul to the stage.
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 1                  MR. PAUL CHODAK:  Well good afternoon, and thank
  


 2        you all for the opportunity to be able to speak with you.
  


 3        I'm Paul Chodak, I'm President and Chief Operating Office of
  


 4        Indiana Michigan Power.
  


 5                  Indiana Michigan Power, just to kind of ground you
  


 6        in who we are, we are a vertically integrated traditional
  


 7        utility, we have 128,000 customers.  You can see our
  


 8        footprint there on the right in Southwestern Michigan.
  


 9                  And when I say traditional vertically integrated
  


10        utility that means we own power plants where we generate
  


11        power for our customers; we have transmission lines over
  


12        which we take power from the power plants and transmit it to
  


13        the local area; and then we have a distribution network where
  


14        we provide our actual customer sources.
  


15                  We're also a traditional utility in another way,
  


16        and that is that we know very well what our job is.  It's
  


17        pretty straightforward.  Safe, reliable, as low of cost power
  


18        as we can to our customers day in and day out.  And we try to
  


19        do that in a way that is compatible with the way our local
  


20        communities want to be served, albeit what kind of energy
  


21        sources they want, and also we want to make sure we're good
  


22        community folks in terms of being responsible to
  


23        environmental requirements.
  


24                  We have an obligation that we feel pretty deeply
  


25        about serving our customers.  And I would like to kind of
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 1        point you to that graph there, in the bottom left-hand
  


 2        corner, and I'll just orient you.  The bottom line is
  


 3        basically Indiana Michigan Power's average rates.  These are
  


 4        retail residential rates.
  


 5                  And the two lines above it are the challenging line
  


 6        that the Chairman talked to earlier around increasing
  


 7        Michigan rates, and there is U.S. average rates.  You can see
  


 8        Michigan rates historically, that's 2001 through 2012 have
  


 9        been pretty close to U.S. average rates.  And then we've seen
  


10        a trend upward here recently.
  


11                  And what I can tell you is that our ability to
  


12        provide that lower blue line has been in large part driven by
  


13        our ability to make large scale investments in a relatively
  


14        low-risk profile.  And that low risk profile is provided by
  


15        the fact that we have our customers, we know we have the
  


16        obligation to serve our customers the best we can, and we
  


17        know we're going to have those customers for some time to
  


18        come.
  


19                  When you think about the utility industry, you need
  


20        to be thinking about billion dollar kinds of investments that
  


21        take 20, 30, 40 years to recover.  And it takes that kind of
  


22        time line and that kind of stability to do that because in
  


23        the '70s and '80s when we built our two 13,000 megawatt coal
  


24        units, and in the late '70s when we built our two nuclear
  


25        units here in Berrien County, we were able to invest those
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 1        dollars because we had a stable customer base, and we knew
  


 2        over the long haul that we could provide low cost power and
  


 3        make a reasonable return on investment.
  


 4                  Making that right decision each step of the way,
  


 5        over the years, is what enables you to provide that longer
  


 6        term performance.  And if that curve were to go back, if we
  


 7        were to take the data and go back the other way, you would
  


 8        see that our customers have done very well with regulated
  


 9        rates.
  


10                  So what are some of the right decisions I'm talking
  


11        about?  One of them is around making retrofits and
  


12        environmental retrofits.  From 1990 through 2008, AEP spent
  


13        roughly 7 billion dollars on environmental retrofits across
  


14        our fleet.  With that we were able to reduce our SO2
  


15        emissions by 80 percent and our emOx emissions by about the
  


16        same percentage.
  


17                  So now we've reduced our emissions by about 80
  


18        percent and we have additional environmental regulations that
  


19        are coming our way.  If you looked at the way the MATS
  


20        compliance originally was rolled out, it would have cost
  


21        another 7 billion dollars, in a much shorter, roughly
  


22        eight-year time frame, to achieve incrementally another 10 to
  


23        15 percent removal.
  


24                  So if you think about the cost effectiveness, 80
  


25        percent reduction by this amount of cost, and then we're
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 1        going to have to get that much cost again, we're only going
  


 2        to get this much reduction (indicating).  So trying to make
  


 3        the right decisions around making sure we're protecting the
  


 4        environment, but I'm also thinking about the customers who
  


 5        are on fixed incomes, who are trying to decide, do I buy meat
  


 6        this month or do I pay my electric bill?  And trying to keep
  


 7        those two things in balance, that's our job.
  


 8                  Some recent successes in that regards.  We were
  


 9        looking at retrofits on our Rockport units that would have
  


10        cost 1.4 billion dollars per unit.  That's a huge amount of
  


11        money.  We're probably about a 3 billion dollar company.  So
  


12        that would have been a 2.8 billion dollar investment, which
  


13        was the most cost effective way at the time, of additional
  


14        cost without generating additional megawatt hour around
  


15        environmental improvements.  Because we were concerned about
  


16        the rate impact to our customers of doing that, we continued
  


17        to look at technology, continued to look at different
  


18        technologies.
  


19                  And we were able to identify a lower cost
  


20        technology, a technology that will cost roughly one-fifth of
  


21        what it was going to cost for that retrofit, and we'll still
  


22        able to comply with all the environmental regulations at
  


23        those Rockport units.
  


24                  So those are the kinds of long-term decisions that
  


25        if you have a stable customer base, and you know that you're
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 1        going to be able to serve them over the longer term, you can
  


 2        make the right decisions.  So you can deliver that
  


 3        year-after-year performance where you keep the rates
  


 4        relatively low.
  


 5                  So, you know, the Chairman mentioned multiple
  


 6        questions around the website, and we will provide written
  


 7        responses to those, but I wanted to just kind of talk to one
  


 8        of those questions.  And that's really the question around
  


 9        choice and the impact of choice for us as a utility.
  


10                  You know, U.S. retail rates have gone up pretty
  


11        significantly from 2000 to 2008.  They flattened out
  


12        somewhere around 2008 until now.  That's really been driven
  


13        by natural gas prices.  But what we've seen is states that
  


14        have deregulated have not really seen any reduction in rate
  


15        increase relative to states that are regulated.
  


16                  So if you believe the premise that folks
  


17        essentially regulated -- and typically it was the higher cost
  


18        states deregulated in an attempt to mitigate that and bring
  


19        the rates down to where the regulated states were, the rest
  


20        of the states were, that mission really hasn't occurred.
  


21                  And what we've seen is, you know, the development
  


22        of the wholesale market in the regional transmission
  


23        organizations.  We've seen this need for new investments.
  


24        I've talked about the billions of dollars my company has
  


25        invested, and we've done that with relatively flat kilowatt
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 1        hour sales.
  


 2                  And we're a pretty simple business when you try to
  


 3        figure out where out costs are.  You take our investments and
  


 4        divide it by kilowatt hour sales, and you can see the things
  


 5        that drive rates.  If we're having to invest more dollars,
  


 6        and the denominator is flat in that equation, our cents per
  


 7        kilowatt hours go up.
  


 8                  And if we look at where we're going, we're going to
  


 9        have tens of gigawatts of retirement of generation assets
  


10        going forward in terms of compliance with new environmental
  


11        regulations.  If you go to the government estimates, they're
  


12        saying between 1.8 to 2 trillion dollars of investments in
  


13        the U.S. utility industry.  If you're trying to make those
  


14        kinds of investments, absent a stable customer base, a stable
  


15        load base, it's a very difficult proposition to do.
  


16                  As you can imagine, AEP fights with just about
  


17        everybody else in the commercial markets trying to get
  


18        capital to invest.  And fundamentally utilities take large
  


19        amounts of capital, billions of dollars, and borrow about
  


20        half of that, and they put it to work for customers.  And
  


21        they're able to do that very cost effectively because
  


22        traditionally it has been a low-risk industry.
  


23                  The challenge with choice cap is if you remove that
  


24        choice cap, then you don't have a set load.  And that load
  


25        can leave as customers choose to go chase another lower cost
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 1        entity.  And remember prices do this, right (indicating) on
  


 2        commodity market pricing?  You want to look at natural gas
  


 3        prices, they're roughly 10, $12 per million BTU in 2008,
  


 4        today they're $2 to $3 a million BTU.  And there is a good
  


 5        chance they could go back up again.
  


 6                  And the point is as customers migrate from a
  


 7        regulated, or from a traditional utility, and take that
  


 8        choice, the remaining cost structure then goes to the
  


 9        customers that remain.  And then you kind of have the spiral
  


10        where again that kilowatt hours sales denominator starts
  


11        decreasing, the cost remains the same, so the costs go up,
  


12        and more customers switch and you can see that very quickly
  


13        you have a pretty unstable situation.
  


14                  That was recognized back in the 2006-2007 time
  


15        frame.  And there was a recognition that if we're going to
  


16        have people invest dollars into this state, you need to
  


17        provide some sort of stability.  And that's where our
  


18        customer quick choice cap comes in.  So that enables the
  


19        utility to go out and borrow those dollars, borrow them at
  


20        low cost because they're a relatively low risk entity.  That
  


21        cost savings gets passed right onto the customer.
  


22                  And I guess what I would tell you today is that
  


23        that is working.  If you look at the states like New Jersey
  


24        and Maryland, and I'm sure others will talk about this later
  


25        on today, there are mechanisms where they've had to go out
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 1        into the industry and inject things into the market, and not
  


 2        necessarily very cost effective.
  


 3                  So I guess I would tell you that fundamentally,
  


 4        Public Act 286 is working.  The example I would point you to
  


 5        is our Cook Power Plant, 2200 megawatts of some of the lowest
  


 6        cost power generation that's out there.  We're able to invest
  


 7        1.2 billion dollars over the next six years to continue and
  


 8        extend the life of that plant by 20 years.
  


 9                  Absent Public Act 286 and absent the cap on choice,
  


10        I don't know that I would be able to make that investment
  


11        today because I don't know that I would have the certainty of
  


12        having the load that I'm going to take over the next 20 years
  


13        to recover those costs.
  


14                  Thank you for your time this afternoon.
  


15                  DIRECTOR STEVE BAKKAL:  Thank you, Paul.
  


16                  Our next presenter is Mr. Gerhard Goss, Director of
  


17        Administration & Controlling at J. Rettenmaier USA.  Please
  


18        join me in welcoming Gerhard to the stage.
  


19                  MR. GERHARD GOSS:  Good afternoon.  Chairman
  


20        Quackenbush, Director Bakkal, thank you for having me.  It's
  


21        an honor to help in this process.
  


22                  Energy is a pretty complex subject for me.  I just
  


23        recently had the chance to look into that more.  And I would
  


24        like to share with you today in this process where we are in
  


25        this proper forum, energy, electricity from the eyes of a
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 1        Michigan manufacturer.
  


 2                  I would like to stay with the ground rules as you
  


 3        said earlier, and not go too much into political, technical
  


 4        moves and recommendations.  And I hope I achieve that by
  


 5        showing you some facts about our issues and the businesses.
  


 6                  There is something in there which shouldn't be
  


 7        there but I hope you can see that anyway.
  


 8                  First of all I would like to share with you that
  


 9        electric is a pretty major component of our calculations.
  


10        It's pretty unusual what I'm doing today because I share with
  


11        you some internal numbers, which we normally don't disclose
  


12        in order to prevent that competitors learn about our business
  


13        too much and can hurt us in the market.  Nevertheless, I
  


14        think it's very important and I tried to address some of
  


15        the issues.
  


16                  First of all I think that out-of-state electricity
  


17        is only available to Michigan utilities.  We cannot buy
  


18        directly from alternate energy suppliers; but the Michigan
  


19        utilities, as far as I understand, are buying wholesale out
  


20        of state already.  From my point of view, they are about 100
  


21        percent constrained because 10 percent cap means, from our
  


22        point of view, 90 percent is regulated.
  


23                  But that is related to the energy volume, not
  


24        really to the number of customers.  If I apply this logic,
  


25        then I come to the conclusion that significantly more than 90
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 1        percent of Michigan's economy is kept away from out-of-state
  


 2        competitive energy.
  


 3                  Another interesting factor is what we see, and I
  


 4        use the harsh word suffer from, is that we cannot even, in
  


 5        Michigan, choose the utility provider for electricity which
  


 6        are Michigan companies.  They have set territories which is
  


 7        blocking us to freely decide from which Michigan utility we
  


 8        purchase electricity.
  


 9                  Overall we see several electricity user types from
  


10        residential, municipalities, school, commercial and
  


11        manufacturing, which is typically referred to as industry.
  


12        And with the exception of the residential, I don't think that
  


13        jobs are created there.  But if you look at the assets, it's
  


14        an interesting situation.
  


15                  Residential users of electricity have building
  


16        assets; municipalities have the infrastructure which they
  


17        provide to the community and buildings; schools add office
  


18        furniture to that; commercial is buildings and their
  


19        inventory; and manufacturing has all of that, plus equipment.
  


20                  What does it now mean?  From my point of view it
  


21        means that assets create property taxes.  That means
  


22        typically, in general terms, manufacturing has the highest,
  


23        generates the highest amount of property taxes; while they
  


24        also, based on the fact they have equipment, typically seem
  


25        to have the highest electric usage.
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 1                  In essence that means to a capitalistically-run
  


 2        company, that when electricity costs are high, they absorb a
  


 3        lot of cash, which could be available for additional assets.
  


 4        And therefore high electricity costs ultimately affect a
  


 5        generation of property taxes.
  


 6                  If we look at the industrial segment of these
  


 7        typical users, we see that there are plants that are only in
  


 8        Michigan, others are in Michigan and other states, other
  


 9        state's plants, then we have companies that are located out
  


10        of state only, but they are interested in coming to the
  


11        state, whereas others are just simply not interested in the
  


12        moment.
  


13                  But the ultimate question at the end is where will
  


14        the next investment go.  That brings me now to our company,
  


15        J. Rettenmaier USA LP.  A German investor came to the United
  


16        States in about 1997 and invested in a manufacturing site
  


17        which makes natural fibers and functional fillers from
  


18        renewable resources, and built this business since that time
  


19        to 130 jobs in Michigan, while they also added a plant in
  


20        Iowa in 2003, which has now about 15 jobs in Iowa.
  


21                  Now why do I tell you all that, what's the relation
  


22        to energy?  We have a unique situation that we have three
  


23        plants and all of these plants are in a different territory
  


24        of a utility.
  


25                  In 2012, our company saw in its headquarter
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 1        territory from AEP, Indiana Michigan Power, an average
  


 2        kilowatt hour price of 7.1 cents; Portage Michigan, Consumers
  


 3        Energy territory, 11.2; whereas in Iowa, Allian Energy as the
  


 4        utility has an average cost of 5.7 cents a kilowatt hour.
  


 5                  If I take this Iowa rate and apply it to the usage
  


 6        in the Schoolcraft and Portage plants, the two Michigan
  


 7        plants, we would have had a saving of 1 million dollars last
  


 8        year.  Where will our next investment go?
  


 9                  We also try with the limited information we have
  


10        available to figure out what our competitors' electricity
  


11        costs are.  And I looked at the U.S. Energy Information
  


12        Administration Data, and saw for the locations where our
  


13        competitors are there are certain costs and compared that
  


14        obviously to our price in Portage and Schoolcraft.  And I
  


15        find a weighted average of 8.1 cents per kilowatt hour in
  


16        Michigan.
  


17                  I see also, and I did not want to delete that fact,
  


18        I saw New York where one of our competitors is, has a rate of
  


19        15.5.  Why is this company not moving here to Michigan?
  


20                  But actually I found also that Niagra County Center
  


21        for Economic Development is posting on their website that
  


22        they have the cheapest electricity in the nation, and
  


23        companies of all sizes have access to that if they just sign
  


24        up with a certain program that they offer.
  


25                  All that means to me that this 15.5 cents per
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 1        kilowatt hour is not a data point which I would like to use
  


 2        or recommend using in a comparison at all.
  


 3                  Overall I come to the conclusion that we have a
  


 4        significant competitive disadvantage in Michigan.
  


 5                  If I look at the history when our company came to
  


 6        the United States and started production in 2000, that was
  


 7        just when the market opened, I understand, to competitive
  


 8        energy.  AEP offered us a rate of 4.5 cents, which was, I
  


 9        think a very competitive, attractive rate, which also
  


10        motivated our investor, our company to come here.  And that
  


11        rate stayed stable until 2008.
  


12                  I understand that in 2008, the law changed in
  


13        Michigan, and the cap was introduced.  Since that time we see
  


14        year after year rate increases.  Last year up to 7.1 cents a
  


15        kilowatt hour.  The first two months in 2013 the average of
  


16        these two months is 8.2.  So the increase continued.  There
  


17        seems to be no end.
  


18                  So far in the last four years we had a 60 percent
  


19        cost increase which probably affects many other companies,
  


20        not only us.
  


21                  But I referred to earlier that we don't -- we find
  


22        ourselves in a position that we can't freely choose from
  


23        other Michigan utilities.  Our plant in Portage, not far from
  


24        here, didn't see a lot of increases in the last couple of
  


25        years, only 4.3 percent from 2010 to now, but it's an
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 1        extremely high and uncompetitive level from 10 cents a
  


 2        kilowatt hour up to 11.2.
  


 3                  You can feel like I probably feel that we would
  


 4        love to buy from AEP in Portage, but their territory doesn't
  


 5        allow it.
  


 6                  What did we do?  We contacted an alternate energy
  


 7        supplier.  We put ourselves in the so-called queue, so where
  


 8        we are now waiting like 10,500 other companies.  What would
  


 9        it have done for us if the cap would have opened up?  We
  


10        would have saved last year 35 percent.
  


11                  These extreme electricity costs are putting jobs at
  


12        this plant at risk.  What can a company now do in order to
  


13        control energy costs, electricity costs?  I think our basis
  


14        is based on a simple mathematical equation, consumption times
  


15        rate equals cost.
  


16                  We started out with a pretty sophisticated energy
  


17        efficient process, engineering did what they could to keep
  


18        the consumption down.  The use is also generated by the
  


19        equipment.  We tried to keep our equipment as efficient as
  


20        possible, run 24-hours operation for off-peak utilization.
  


21        We manage motor starts to control the peak demands to keep
  


22        demand charges low.  Install capacitor banks to reduce power
  


23        factors or take advantage of power factor optimization,
  


24        etcetera.
  


25                  But the rate, the tariff change we can't do because
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 1        purchasing of energy is done in the following way; the
  


 2        manufacturer is hooking up, consumes electricity, and the
  


 3        accounting department just pays the bill and files the
  


 4        invoice away.
  


 5                  Purchasing is absolutely not involved.  There is no
  


 6        negotiation that can take place, there is no interaction.
  


 7        Tariffs are setting the price that we have to pay.
  


 8                  The Public Service Commission has interaction with
  


 9        the utilities.  And with a little bit of smile on my face I
  


10        have to say you are our purchasing agent.  But unfortunately
  


11        it was the first time today that I met the commissioner, he
  


12        never talked to our purchasing arm.
  


13                  Lifting the cap means a lot of things.  Electricity
  


14        savings will turn into investments.  Rettenmaier facilities
  


15        would have saved $400,000 last year.  10,500 companies in
  


16        Michigan are waiting together with us.
  


17                  Businesses are migrating out of state.  That can be
  


18        slowed down.  Rettenmaier unfortunately had to move some of
  


19        its production already to Iowa.
  


20                  New businesses will be attracted to Michigan if the
  


21        cap would be lifted.  What a great opportunity for us.  Tax
  


22        base would grow.  Rettenmaier will pay its share, no problem.
  


23        Positive tax revenues will go up, budget impact will be
  


24        impacted.  Jobs will be maintained.
  


25                  The funny thing is also more electricity will be
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 1        needed because more investment will be done in equipment.  We
  


 2        have no concern with that.  We will pay it if the price for
  


 3        electricity is competitive, and the utilities were allowed to
  


 4        sell more.
  


 5                  In conclusion, a simple question, can Michigan
  


 6        increase electricity prices in other states?  I don't think
  


 7        so.  Therefore I think we have no other choice but to face
  


 8        competition.
  


 9                  One answer might be to allow competition -- it
  


10        might be allowing competition that the electricity market can
  


11        regulate itself, supply and demand.
  


12                  I would like to reemphasize that we support the
  


13        Governor's decision-making process here, and our company is
  


14        not alone.  More than 10,500 companies are waiting in the
  


15        queue.  If these companies on average would only have half of
  


16        the staff which we have, that represents 700,000 jobs.  If
  


17        I'm 50 percent off, it's 350,000 jobs, still a staggering
  


18        number.  And without any doubt from me, all that represents a
  


19        large portion of our state's economy in the future, and all
  


20        these deserve affordable energy; which is, funny enough also
  


21        in the lower part of the banner for this event which has the
  


22        word affordable in there.
  


23                  Thank you very much.
  


24                  DIRECTOR STEVE BAKKAL:  Thank you, Gerhard.
  


25                  Our next presenter is Jill Burnett, Marketing
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 1        Director from THAW, The Heat and Warmth Fund.  Please join me
  


 2        in welcoming her.
  


 3                  MS. JILL BURNETT:  Thank you, Director Bakkal and
  


 4        Chairman Quackenbush, for the opportunity to present here
  


 5        today.
  


 6                  My name is Jill Burnett, I'm the market director at
  


 7        the Heat and Warmth Fund, and I'm speaking today on behalf of
  


 8        our CEO Susan Shara who is attending the Governor's economic
  


 9        summit in Detroit today.  So that being said, I didn't know
  


10        that I would be here until Friday afternoon, so I will be
  


11        using my notes.
  


12                  THAW has been around for 27 years, we're a
  


13        statewide organization and we provide energy assistance to
  


14        Michigan residents in need.  We are here today to remind
  


15        stakeholders of the challenges faced by the low-income
  


16        population with regard to energy affordability.
  


17                  We believe there is tremendous opportunity to
  


18        inspire accountability and energy efficiency among low-income
  


19        energy users.
  


20                  Energy is an essential commodity and we use it
  


21        before we buy it.  Not only that, we really don't even know
  


22        how much we use before we buy it.  We heat our home, turn on
  


23        our lights, watch TV, take hot showers, wash clothes, then
  


24        the energy bill shows up a month later.  One lump sum.  In
  


25        the winter months, that bill can be large.
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 1                  Many people in our state cannot afford the energy
  


 2        they consume.  And the policy and regulatory infrastructure
  


 3        authorize a system that allows a person without resources to
  


 4        go into debt quickly.
  


 5                  Reform is needed.  Charity cannot be the only
  


 6        option.  We need to make changes that will inspire and drive
  


 7        new behavior.  We need to meet the customer where they are,
  


 8        give them choices, support and tools that will help them
  


 9        become more efficient and more able to pay for the energy
  


10        they use.
  


11                  We believe that all households have the potential
  


12        to use less energy.  And that those in need will make a
  


13        greater contribution if they have a better understanding of
  


14        what energy costs, how much they use, and how they could use
  


15        less of it.
  


16                  The current system does not inspire that potential.
  


17        We want to build a system that intervenes before arrears are
  


18        unmanageable.  For example, a system geared towards
  


19        prepayment rather than debt collection.
  


20                  So what does a winning system look like?  In the
  


21        new system we are suggesting that the customer is helped
  


22        before they reach crisis, they are helped at the first sign
  


23        of trouble.  The assistance will come in smaller amounts and
  


24        be coupled with payments from the customer.  I'm going to
  


25        give you an illustration here and please note on the chart
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 1        that follows we made some assumptions, that utility rates and
  


 2        light-heat payments will remain at a constant level.  Someone
  


 3        laughed.
  


 4                  On average a low-income Michigan customer has an
  


 5        annual energy bill of $2500.  The customer is paying about
  


 6        900 and getting 600 in LIHEAP, which leaves a gap of a
  


 7        thousand dollars.  That gap is often covered by agencies like
  


 8        THAW which are funded in part by the taxpayer.
  


 9                  But we believe behavioral and structural changes
  


10        could lower low-income household consumption by 10 percent.
  


11        And with a more flexible transaction model, could increase
  


12        customer payment from $900 a year to $1,000 a year, that's
  


13        less than $10 more per month.  So they use less but pay more
  


14        for what they do use.  Longer term, we hope consumption can
  


15        be reduced by 15 percent and the customer will pay $1100
  


16        annually.
  


17                  Decreasing energy use and stimulating customer
  


18        payment will result in a 58 percent reduction in state energy
  


19        assistance.  Which means if the funding remains the same,
  


20        THAW would have the resources to help many more people who
  


21        are in need.
  


22                  To achieve this, THAW has launched an innovation
  


23        incubator called Michigan Home Energy Solutions.  Through
  


24        this in collaboration with our partners we are activating
  


25        several initiatives over the next three years that will help
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 1        us test and develop our future programs.
  


 2                  Our public-private partnerships allow us to
  


 3        innovate the work we do.  Our ongoing partnership with DTE
  


 4        was the launching pad for our mobile processing.  The DTE
  


 5        Neighborhood Energy Center and the more recent Care
  


 6        Management Pilot are great examples of us working with DTE to
  


 7        understand the paying points and the potential of low-income
  


 8        customers.
  


 9                  A year ago THAW entered a public-private
  


10        partnership with Consumers Energy, DHS and CLEAResults.  We
  


11        work with IDEO, a global product design firm best known for
  


12        the invention of the Apple mouse, to do a behavioral study of
  


13        low-income customers in Flint.
  


14                  From that study we identified a set of guiding
  


15        principles that have led us to the next step; meet the
  


16        low-income customer where they are, give them control, enable
  


17        quick wins.  These are the principles for the foundation of
  


18        our Clear Control Pilot.
  


19                  Today utility billing and payment systems work for
  


20        the middle income, but is a poor fit for the financial
  


21        realities of customers who struggle to pay their utility
  


22        bills.  The Clear Control Pilot will test a completely
  


23        redesigned billing and payment system that addresses the
  


24        unique needs of the low-income customers.  It will feature
  


25        frequent billing cycle, pay-as-you-go option, daily
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 1        consumption which is communicated to the customer, text
  


 2        messages alerts informing them how many days of energy they
  


 3        have left, quick access to small amounts of pre-approved aid,
  


 4        the elimination of arrears buildup.  Subsequent iterations of
  


 5        Clear Control will be through technology such as prepaid
  


 6        kiosks and a phone app to allow THAW and our utility partners
  


 7        to scale this initiative to thousands of low-income customers
  


 8        in need.
  


 9                  Reform, as we define it, enables agencies like THAW
  


10        to move from being a charitable giving organization to a
  


11        practical social innovator developing and providing real
  


12        world solutions to Michigan utilities while equipping the
  


13        low-income energy customer to pay for the energy they use.
  


14                  As new policy is developed we ask stakeholders to
  


15        consider the challenges of the low-income population with
  


16        regard to energy affordability.  We believe there is
  


17        tremendous potential to reach them before they enter crisis,
  


18        to inspire greater accountability, and also an opportunity to
  


19        extend our reach to more households in need.  We are on a
  


20        path to make a difference.
  


21                  Thank you for this opportunity to share our vision.
  


22                  DIRECTOR STEVE BAKKAL:  Thank you, Jill.
  


23                  Our next presenter is Nick Occhipinti, Director of
  


24        Policy and Community Activism, representing the West Michigan
  


25        Environmental Action Council.
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 1                  Please join me in welcoming Nick to the stage.
  


 2                  MR. NICHOLAS OCCHIPINTI:  Thank you so much.
  


 3                  My name is Nick Occhipinti.  I'm the policy
  


 4        director at the West Michigan Environmental Action Council.
  


 5        WMEAC is a 501(c)(3), nonprofit based organization in Grand
  


 6        Rapids focused on sustainable communities and protecting
  


 7        water resources.  We've been around since 1968.
  


 8                  I'd like to thank the Director and Chairman and
  


 9        Governor for doing this.  This is a great opportunity to have
  


10        a statewide conversation and we look forward to the plan.
  


11                  I'm going to talk about controlling costs and
  


12        minimizing risks.  I'm going to highlight some Michigan
  


13        initiatives, and then look at some state policy tool
  


14        databases to address some of the questions that were asked by
  


15        the Commission.
  


16                  I'd like to start off with this quote because it
  


17        shows the unifying opportunity behind energy efficiency from
  


18        the U.S. Chamber of Commerce, "The best source of new energy
  


19        is the energy we can save every day.  We must expand the
  


20        suite of voluntary programs, mandates and fiscal incentives
  


21        for greater benefits of energy efficiency."  We sent this to
  


22        the Congress and the President.
  


23                  Now what would interest a group like the U.S.
  


24        Chamber of Commerce so much in energy efficiency?  I think we
  


25        can answer that in this next slide.  I've got circled there
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 1        the costs in Michigan for renewal -- for energy efficiency,
  


 2        $20 per megawatt hour, the cheapest, cleanest and most
  


 3        quickly-deployed source of load matching energy available to
  


 4        Michiganders.
  


 5                  Also note there the Public Service Commission
  


 6        levelized cost of renewable energy at $82 per megawatt hour.
  


 7        That's following a downward trend.  So we're getting to a
  


 8        point where renewable energy is really cost competitive.
  


 9                  The City of Holland signed a green contract for
  


10        about $45 per megawatt hour for the first ten years.  And
  


11        it's a super exciting opportunity here.
  


12                  The second piece of this is minimizing risk in
  


13        price volatility.  You know, a couple -- well last March,
  


14        2012, we saw natural gas bottom out at 2.25 per thousand
  


15        cubic feet.  That's pretty low.  But it was just a few years
  


16        ago that it was 10.79 per thousand cubic feet.  That's a 400
  


17        percent drop in just a few years.
  


18                  The point is that we need to expect price
  


19        volatility.  Natural gas is low now, we don't know where it's
  


20        going.  We can project, we can predict.  I read an article
  


21        over the weekend, Declining Storage Boosts Natural Gas
  


22        Prices.  It's a market place, it moves all over the place.
  


23                  Same thing with coal.  This is the real price over
  


24        the last 50 years.  This is from the EIA.  The point here is
  


25        pretty simple, diversify the portfolio with low marginal cost
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 1        clean energy and energy efficiency.
  


 2                  A third point I'd like to talk about is one that's
  


 3        a little more technical, but it's very important.  That's, we
  


 4        got to look at monetizing externalities.  To find the real
  


 5        cost of energy we have to do this.  Until we do that, we're
  


 6        producing and consuming energy inefficiently.  We haven't hit
  


 7        the optimal market price.
  


 8                  There is a graph here from grad school.  It's the
  


 9        economic proof of this concept.  I'm not going to go through
  


10        that, but it's real.
  


11                  So to monetize the true costs, we're looking at
  


12        over a billion dollars annually in Michigan.  What am I
  


13        talking about with externalities?  This is a study prepared
  


14        by the Environmental Health and Engineering Firm.  And
  


15        annually in Michigan we have 1.5 billion dollars of public
  


16        health impacts from the top nine coal plants.  That's just
  


17        public health impacts.  It's not -- it doesn't include other
  


18        natural resource impacts, and other externalities that really
  


19        should be factored into the real cost of energy.  You know,
  


20        this comes in the form of premature mortality,
  


21        cardiovascular, hospital admissions, asthma, restrictive
  


22        child activity days.
  


23                  Now if we're real about this, and if you put on
  


24        your econ hat, externalities are a yearly billion dollar
  


25        subsidy for Michiganders to ratepayers.
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 1                  So what's one way we can start to monetize
  


 2        externalities here?  Well we can look at integrative resource
  


 3        planning, and expanding that and making it more robust.  That
  


 4        would include a valuation of externalities.  We could add
  


 5        regulatory and pollution cost control to that process.  And
  


 6        all of those energy generation decisions should compete
  


 7        against energy optimization.
  


 8                  You're thinking, oh, it's impossible to monitor
  


 9        those externalities, he's kind of out there.  I would argue
  


10        it's not.  It's difficult, yes, but the Holland Board of
  


11        Public Works actually did it last year here in Michigan.
  


12        They had a community stakeholder process that they called
  


13        Sustainable Return on Investments.  They hired an economist
  


14        to come in and facilitate that.  They did, it's basically a
  


15        cost-benefits analysis that includes the social return on
  


16        investment that monetizes the external costs and benefits for
  


17        the community.
  


18                  And sure enough, this is published online, we have
  


19        seven scenarios, A through G.  The green represents the
  


20        social return on investments, the benefit.  The blue is the
  


21        direct financial cost, you can check that out online.
  


22                  So another cool thing came out of this Holland
  


23        energy planning process.  The more time and thought given to
  


24        energy generation and energy community planning, community
  


25        participation emerged, creativity emerged.
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 1                  Let me give you some examples.  So they came out
  


 2        with seven task forces around designing and implementing a
  


 3        plan in Holland that included a retrofit task force, a
  


 4        labeling task force, education outreach and so on.  And from
  


 5        that emerged a number of really cool ideas.
  


 6                  I'd like to highlight one of them which is a
  


 7        favorite of mine.  It's an innovative financing model called
  


 8        On-Bill Financing.  And they're using on-bill or
  


 9        pay-as-you-say financing.  They're looking at that to go
  


10        deeper into the retrofits and deeper into each home.  What is
  


11        it about on-bill financing that I'm so excited about and I
  


12        hope that others would be?  Well the audits and retrofits are
  


13        paid directly on utility bills from the savings of newly
  


14        installed efficiency improvements.
  


15                  It's a really great opportunity because if you can
  


16        have that upfront chunk paid for, it's a lot easier for a
  


17        homeowner or business to invest in it because it doesn't have
  


18        to compete, opportunity costs, it doesn't have to compete
  


19        against the other major investments of the business or the
  


20        family, which for many people is groceries or a car or
  


21        whatever.  So it directly goes to that, opportunity costs,
  


22        transaction costs, risk and the landlord-tenant dilemma.
  


23        Really cool opportunity there in Holland.
  


24                  Some notable programs from around the country.
  


25                  Another local initiative that I'd like to highlight
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 1        is in the Grand Rapids area.  It's the Better Buildings for
  


 2        Michigan program.  This is a DOE ARRA grant-funded program
  


 3        that's going to end this summer, but by the time it ends,
  


 4        we'll have audited and retrofitted more than 2000 homes in
  


 5        Michigan.  This is a community, network and neighborhood
  


 6        level approach.  It was open to all income levels.  It was to
  


 7        help clients access incentives and affordable loans.  So a
  


 8        really cool program.
  


 9                  You can see the blower door there that pressurizes
  


10        the home, and allows them to come back with an infrared
  


11        scanner and find out where all the leaks are in the home.
  


12        Better Buildings for Michigan was not -- it's not about light
  


13        bulbs, right?  Every one has that idea.
  


14                  Energy efficiency is much deeper, much better than
  


15        that.  It's real and permanent home energy improvements such
  


16        as insulation and air sealing.  And we're looking at 15 to 20
  


17        percent improvement when that's done.
  


18                  Another takeaway from the Better Buildings Program
  


19        that we had was cold-call recruiting energy efficiency
  


20        customers is expensive, it's difficult, it's hard to do.  But
  


21        we shouldn't necessarily have to do that, it's not the best
  


22        way to get those customers.  We already have regulated
  


23        relationships, we have other ways to reach out to customers.
  


24        The Public Service Commission and some of the major utilities
  


25        have used an opt-out program with Smart Meters.  It's had
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 1        some success, and I would argue that we need to develop
  


 2        mechanisms like that to pull in that interest and an
  


 3        automated way that preserves choice, but still makes it
  


 4        cheaper to grab those customers.
  


 5                  Another lesson learned from the Better Buildings
  


 6        Initiative is that there is issues with homes that allow us,
  


 7        or prevent us, sorry, from actually improving the home.  So
  


 8        nob and tube wiring, asbestos, lead.  Right now if there is
  


 9        asbestos in a home, it's pretty difficult to upgrade that
  


10        home from an energy retrofit perspective.  We need new ideas,
  


11        new programs, new financing programs to get in all of these
  


12        homes, preferably all in one go.
  


13                  So what are some state level policy tools to
  


14        encourage expanded energy efficiency?  Well the first of
  


15        course is the resource standard, the energy efficiency, one
  


16        percent electric requirement that we have here, and .75
  


17        percent for natural gas.  That will expire in 2015.  Twenty
  


18        other states currently have Energy Efficiency Resource
  


19        Standards with seven having goals.  It's not the only tool.
  


20        There are other tools out there to encourage it.  These are a
  


21        listing of other states that have Energy Efficiency Resource
  


22        Standard.
  


23                  Some other policy tools out there, I won't go into
  


24        this but I like to draw the attention to the fact there is a
  


25        database from the DOE online that has fifty states, and a
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 1        state-by-state comparison of regulations, rules and policies.
  


 2                  I submit that for the Committee's review, as well
  


 3        as financial policy tools.  States have used different tax
  


 4        codes, rebates, grants, loans, bonds.  Lots of options out
  


 5        there, and this gives us a state-by-state breakdown of how to
  


 6        do that.
  


 7                  That's all I have.  Thank you so much for your
  


 8        time.  I appreciate it.
  


 9                  DIRECTOR STEVE BAKKAL:  Thank you, Nick.
  


10                  Our next presenter is Marty Kushler, Senior Fellow
  


11        representing the American Council for an Energy-Efficiency
  


12        Economy.  Please join me in welcoming Marty to the stage.
  


13                  MR. MARTIN KUSHLER:  Good afternoon.  Thank you to
  


14        Chairman Quackenbush and Director Bakkal and members of the
  


15        audience for being here.  I really appreciate the opportunity
  


16        to speak with you today on this very important subject.
  


17                  The title of my presentation is Five Key Reasons
  


18        Why Energy Efficiency is Michigan's First Priority Energy
  


19        Resource.  The material that I'll be presenting today relates
  


20        particularly to two of the questions identified for this
  


21        energy policy review.
  


22                  First, energy efficiency, question two relating to
  


23        the cost effectiveness of energy efficiency, and I'll talk
  


24        about that at two levels.  One is at the macroeconomic level
  


25        relating to Michigan's dollar drain for imported energy.  The
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 1        other is more directly energy efficiency as a utility system
  


 2        resource.
  


 3                  And for question ten, addressing remaining energy
  


 4        efficiency potential, I'll present data on Michigan's older
  


 5        building stock, and provide some recent data on existing
  


 6        buildings and equipment efficiency in Michigan.
  


 7                  I'd like to begin with a provacative assertion that
  


 8        it is arguably the case that high energy costs and Michigan's
  


 9        huge energy import dependence are the single biggest factors
  


10        explaining Michigan's tough economic times that we've
  


11        experienced since the year 2000.  In a moment I'll show you
  


12        some data that leads me to that conclusion.  But I want to
  


13        emphasize that getting Michigan's energy policy right is
  


14        critically important for Michigan's economic future.
  


15                  I will begin with key point number one, Michigan
  


16        has a huge energy problem.  Michigan uses a lot of energy.
  


17        The total cost of our energy was 22 billion dollars per year
  


18        in the year 2000, and that was in the era before energy
  


19        prices took off globally.
  


20                  By 2010 that had increased to over 31 billion
  


21        dollars, the ninth highest cost burden in the nation.  But
  


22        most importantly Michigan is almost totally depending on
  


23        fuels imported from other states and countries.  We import
  


24        100 percent of the coal and uranium we use, 96 percent of the
  


25        oil and petroleum products, and 80 percent of the natural
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 1        gas.
  


 2                  This graph helps illustrate those economic
  


 3        consequences.  This is a graph comparing total Michigan State
  


 4        taxes of all types versus Michigan energy costs in the year
  


 5        2000 versus 2010.  You can see in 2000 by coincidence those
  


 6        costs were almost the same, our energy costs were almost the
  


 7        same as our total tax burden.  By 2010 tax burden had
  


 8        increased very little, total energy costs had increased by
  


 9        over 40 percent.
  


10                  But what is most damaging is the cost of Michigan's
  


11        energy imports.  Again before the new high energy cost era,
  


12        we were exporting about 12 billion dollars a year to pay for
  


13        energy imports of all types.  At 2010 market prices this
  


14        dollar outflow is over 20 billion dollars per year.  This is
  


15        a huge economic drain on our state economy.
  


16                  This graph helps illustrate that economic burden on
  


17        homes and businesses in Michigan.  It compares total Michigan
  


18        taxes again in the year 2010 to total energy costs.  The
  


19        orange shaded portion of that bar is the amount that leaves
  


20        the state to import fuels.  You'll notice that the total
  


21        amount of that energy dollar drain for those costs is almost
  


22        the same as our total state tax burden.
  


23                  Yet these two costs have very different
  


24        implications on the Michigan economy.  State tax dollars are
  


25        re-spent almost entirely in the local economy within the
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 1        State of Michigan.  Those 20 billion dollars in energy costs
  


 2        leave the state entirely.
  


 3                  And yet in Lansing, over the years, you'll hear
  


 4        endless debate over that left bar on the total tax burden on
  


 5        individuals, almost no discussion of that energy burden.  A
  


 6        major exception to that is the current energy policy review
  


 7        that we're undergoing, and I really compliment the State of
  


 8        Michigan for undertaking this effort.
  


 9                  But again the effects on that state economy, just
  


10        that additional 8 billion dollar annual drain in 2010 versus
  


11        2000 is roughly equivalent to the lost payroll from closing
  


12        160 major manufacturing plants.  And for that assumption, a
  


13        thousand jobs at $50,000 each, you can do the math yourself.
  


14        This is a profound economic impact on the State of Michigan.
  


15                  Key point number two, Michigan's future is not in
  


16        fossil fuels.  This data shows Michigan's recoverable
  


17        reserves as a share of U.S. recoverable reserves, source U.S.
  


18        Energy Information Administration.  Coal, zero percent;
  


19        uranium, zero percent; oil, 0.2 percent; natural gas, one
  


20        percent.  Why would Michigan support policies that encourage
  


21        greater consumption in these resources?  Michigan needs to
  


22        emphasize energy efficiency and Michigan-based renewable
  


23        energy.
  


24                  And the good news comes in key point number three,
  


25        and that is that it's much cheaper to save energy than it is
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 1        to produce it.  We can save electricity for about one-third
  


 2        the cost of producing it through a new power plant and that
  


 3        comes with no carbon emissions.
  


 4                  This is a graph showing the relative costs of
  


 5        different electricity resource options.  The vertical access
  


 6        is the levelized cost in cents per kilowatt hour.  You can
  


 7        see the various energy resource plate across the bottom
  


 8        there.
  


 9                  I particularly like this graph because it's
  


10        prepared by Lazard, Inc., which as I understand it is the
  


11        largest consulting firm for the international banking
  


12        communities.  So this is not a chart prepared by a bunch of
  


13        tree huggers.  This is what Lazard tells their business
  


14        clients.
  


15                  You'll notice the far left bar, Energy Efficiency,
  


16        the midpoint of that bar -- each bar represents kind of the
  


17        range in costs across different sources.  The midpoint, about
  


18        2 1/2 cents per kilowatt hours.  Looking over for natural
  


19        gas, the mid point is a little over 8 cents, coal a little
  


20        over 12 cents.  You can see the other various resources
  


21        played out across that graph.
  


22                  Closer to home, this is data from the Michigan
  


23        Public Service Commission, and I provided the references and
  


24        citations for all this data.  But it's based on Michigan's
  


25        own experience with energy optimization, energy efficiency
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 1        costs about 2 cents a kilowatt hours; the new natural gas
  


 2        combined cycle plant is 6.6 cents; new coal plant, 11.1
  


 3        cents.  The fourth bullet is particularly interesting because
  


 4        it's the current weighted average of power supply costs in
  


 5        Michigan from existing power supply and purchase power.  That
  


 6        doesn't even factor in the cost of a new plant.  And again
  


 7        energy efficiency, less than a third of the cost of those
  


 8        other sources.
  


 9                  This brings me to key point number four.
  


10        Experience since 2008 shows that energy efficiency is already
  


11        working in Michigan.  There is a quote here from PA295, that
  


12        was the legislation that established our energy efficiency
  


13        resource standards in 2008, "The overall goal of an energy
  


14        optimization plan shall be to reduce the future costs of
  


15        provider service to customers.  In particular, an energy
  


16        optimization plan shall be designed to delay the needs for
  


17        constructing new electric generating facilities and thereby
  


18        protect consumers from incurring the costs of such
  


19        construction."
  


20                  What I'm showing here is a graph from the Michigan
  


21        21st Century Energy Plan.  This is an effort undertaken by
  


22        the Public Service Commission in 2006 and 2007 to take a look
  


23        at Michigan's energy future.  This graph shows -- you'll see
  


24        the slope across the top of the graph is what you would see
  


25        for projected increases in energy demand over time.  See if I
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 1        can get my pointer to work here.  There.  This is the
  


 2        projected increase in energy demand.
  


 3                  This is the business-as-usual case.  This was the
  


 4        state of energy, or of energy regulation in Michigan, and
  


 5        energy supply up through 2007.  They were projecting a need
  


 6        for four additional new coal plants and about a thousand,
  


 7        over a thousand megawatts of additional gas plants.  This was
  


 8        business as usual.  This is what was going to happen in the
  


 9        State of Michigan at that point in time.
  


10                  But the Public Service Commission to their credit
  


11        decided we need to take a look at this.  Is this really the
  


12        future that we want.  And what they did is looked at an
  


13        alternate scenario, the Energy Efficiency & Renewable Energy
  


14        Scenario.  And what you see here is the same basic increase
  


15        over time of projected forecast of electricity demand.  But
  


16        instead of coal and natural gas plants, they filled it in
  


17        with energy efficiency and renewable energy, cutting the need
  


18        only down to one new coal plant.  The rest of the supply
  


19        would be met by energy efficiency and renewable energy.
  


20                  And this is the conclusions from the plan.
  


21        Modeling from the plan showed that, in the absence of any
  


22        energy efficiency program, Michigan would need no fewer than
  


23        four new 500 MW base load plants by 2015.  With the energy
  


24        efficiency program, the model decreased that need to two.
  


25        With the addition of an RPS, it decreased to one new plant by
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 1        2015.
  


 2                  Their conclusion, again by displacing fossil fuel
  


 3        energy, energy efficiency alone would save Michigan three
  


 4        billion dollars in electricity costs over the next 20 years.
  


 5                  The 21st Century Plan helped to lead directly to
  


 6        the passage of PA295 in 2008 where Michigan created for the
  


 7        first time a requirement for utility energy efficiency
  


 8        programs, including annual energy savings requirements, and a
  


 9        requirement for a renewable energy.  Essentially Michigan has
  


10        followed that energy efficiency and renewable energy scenario
  


11        from that 21st Century Plan, and has avoided billions of
  


12        dollars in costs for new electric generating plants that
  


13        would have been built under the old scenario.
  


14                  Again, to refresh your memory, this is essentially
  


15        the path that Michigan has followed.  And in part, due to
  


16        reduced consumption because of the economic recession, we
  


17        actual didn't even need the one coal plant that was left in
  


18        that scenario.  We've been able to avoid that costly
  


19        investment in a new plant during this time.
  


20                  If the analysis was repeated now, coal plants
  


21        wouldn't be selected at all.  They're much to expensive.
  


22        Energy efficiency would still by far be the first priority,
  


23        and renewable energy and natural gas would fill in the
  


24        remaining need.
  


25                  My last key point is that Michigan has enormous
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 1        remaining potential for energy efficiency.  Michigan's
  


 2        building stock is relatively old and inefficient.  Most of it
  


 3        was constructed prior to advanced building energy efficiency
  


 4        codes.  Recent data is available on existing buildings and
  


 5        equipment in Michigan and it shows a huge need for energy
  


 6        efficiency improvements.
  


 7                  In the interest of time I'll move through this very
  


 8        quickly, but I provide the references here on two sources.
  


 9        But both residential building stock and commercial building
  


10        stock, there is census data available on the age of our
  


11        building stock, and again two-thirds or more of it was built
  


12        before the advent of strong energy codes.  So we have a lot
  


13        of old, inefficient building stock out there.
  


14                  In terms of detailed information on building and
  


15        equipment stock, the MPSC oversaw two efforts to gather
  


16        information based on over a thousand residential onsite
  


17        inspections, over 200 commercial building onsite inspections.
  


18        I provided the links there and the references to that
  


19        material.
  


20                  You can look at my presentation, I won't go through
  


21        the numbers, but I've itemized here the results of these
  


22        onsite studies, randomly selected individual buildings, in
  


23        Michigan.  Just a phenomenal amount of additional need for
  


24        energy efficiency improvement.
  


25                  We have the data available, we've barely scratched
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 1        the surface in terms of the energy efficiency we can capture
  


 2        in Michigan.
  


 3                  Thank you.
  


 4                  DIRECTOR STEVE BAKKAL:  Thank you, Marty.
  


 5                  Our next presenter is Gene Trisko, Attorney of Law,
  


 6        representing the American Coalition for Clean Coal
  


 7        Electricity.  Please join me in welcoming Gene to the stage.
  


 8                  MR. EUGENE TRISKO:  Thank you, Director Bakkal, and
  


 9        Chairman Quackenbush.
  


10                  I'm Gene Trisko, I'm an attorney in private
  


11        practice.  I started as an energy economist 35 years ago.
  


12        And I knew my timing was precisely correct because three
  


13        months later the first OPEC oil embargo hit, and I was left
  


14        with a 1973 Chevrolet Impala with a 327 V8.  At that point it
  


15        was welcome to Energy Economics 101.
  


16                  I'm here today on behalf of the American Coalition
  


17        For Clean Coal Electricity.  And ACCCE is a membership
  


18        organization headquartered in Washington DC.  Members include
  


19        major coal producers, all of America's Class I railroads, and
  


20        electric utilities including all three principal Michigan
  


21        electric utilities.
  


22                  I'm not going to say very much about railroads
  


23        latter in my presentation, but let me just indicate this,
  


24        railroads and coal go hand in hand.  Coal accounts for about
  


25        40 percent of railroad revenues.  And therefore coal is
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 1        helping to carry, if you will, a large amount of the fixed
  


 2        costs of the rail industry.  And policies that would result
  


 3        in a reduction of existing coal use would have impacts in
  


 4        terms of the costs of railroad transportation for all other
  


 5        goods.
  


 6                  ACCCE's mission is to promote clean coal
  


 7        technologies and the continued use of coal to provide
  


 8        reliable and affordable electric power from the nation's
  


 9        largest fossil energy resource.  We have more than 200 years
  


10        of remaining demonstrated coal reserves in this country.
  


11                  The topics I will address today in brief, first of
  


12        all, a review of Michigan's electrical utility air pollution
  


13        reductions; related improvements in air quality; the costs of
  


14        electric power produced by Michigan's existing coal fleet;
  


15        job implications of the utilization of coal; energy
  


16        affordability issues; and the policy reasons why coal should
  


17        remain a mainstay of Michigan's electric supply portfolio in
  


18        an all-of-the-above energy strategy that emphasizes reliable
  


19        sources of domestic energy.
  


20                  Coal, if you're not familiar, historically has
  


21        provided better than 50 percent of Michigan's total electric
  


22        energy supplies.  Today we are a tad below 50 percent.  This
  


23        slide is a summation of emissions contributing to PM2.5,
  


24        that's fine particulate matter regulated under the Clean Air
  


25        Act.
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 1                  And this is emission reductions.  The bar on the
  


 2        left is from coal-based generating units in Michigan, and
  


 3        this is the percent reduction between 1999 and 2010.  And
  


 4        coal-based units reduced their PM2.5 related emissions by 44
  


 5        percent, while all other sources of PM emissions reduced by
  


 6        26 percent.
  


 7                  On the ozone side, Michigan's coal-based power
  


 8        plants have reduced emissions of nitrogen oxide, that's a
  


 9        principal precursor emission to ozone, by 58 percent since
  


10        1999.  And that's largely been achieved through the retrofit
  


11        of selective catalytic reduction technology.  If you're not
  


12        familiar with that, it's just like the catalytic converter on
  


13        your car, except it's about the size of a house and it costs
  


14        a couple a hundred million dollars.
  


15                  Coal-based electric generation accounted for 14
  


16        percent of Michigan's total NOx emissions in 2010, compared
  


17        with 62 percent for on-road and off-road motor vehicles and
  


18        23 percent for industrial processes and fuel use.
  


19                  The reason why these numbers are important is that
  


20        coal used to represent about a third of total NOx emissions
  


21        in the United States, automobiles were another third, and all
  


22        other sources made up the remaining third.  As a result of
  


23        the NOx reductions under the Clean Air Act in the past
  


24        decade, coal's share of total NOx has declined dramatically.
  


25        14 percent now in Michigan.
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 1                  So most of the NOx related emission issues that you
  


 2        have in Michigan are related to on-road and off-road motor
  


 3        vehicles which are 62 percent of your inventory.
  


 4                  This is the short story on Michigan's air quality
  


 5        improvements for PM2.5, fine particulate matter.  This is the
  


 6        average design value which is geek speak for a three-year
  


 7        moving average of monitored ozone values, as an average
  


 8        across the State of Michigan.  The red line is the EPA
  


 9        standard PM2.5 of 15 micrograms.  That standard was just
  


10        reduced by the agency to 12 micrograms.  And if you look at
  


11        the writing on the right-hand side of the chart, by 2010
  


12        Michigan on average, your monitors were well below the
  


13        recently revised U.S. EPA standards.
  


14                  This is a similar story, this is your average for
  


15        ozone monitors across the State of Michigan.  The red line is
  


16        the current EPA ozone standard.  And you are now well below
  


17        it.
  


18                  In fact the major non-attainment area in Michigan
  


19        historically has been the Detroit area because of PM2.5.  And
  


20        the good news is that not only is Detroit now in attainment
  


21        with the 15 microgram PM2.5 standard, it will be in
  


22        attainment with the new 12 microgram standard when the
  


23        attainment deadline for that standard is at hand.
  


24                  A couple of charts on costs.  This is the
  


25        Department of Energy's summary of the costs, dollars per
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 1        megawatt hours in 2011 for a variety of energy generation
  


 2        technologies.  Now this is for building a new plant to come
  


 3        online in the year 2017.
  


 4                  The low cost shown is natural gas at $67 per
  


 5        megawatt hours, the high cost is solar thermal at $261 per
  


 6        megawatt hour.
  


 7                  Chairman, you might ask why has coal left coal off
  


 8        the list?  The reason for that is we are right now betwixt
  


 9        and between on EPA's new source performance standard for coal
  


10        plants.  They have proposed a standard that would require the
  


11        application of carbon capture technology of coal but not to
  


12        gas plants.  There are indications now that EPA may be
  


13        reconsidering that approach and will repropose the standard
  


14        that would provide separate standards for coal and natural
  


15        gas plants.  And that's a position of course that we strongly
  


16        favor.
  


17                  The next chart is your cost of generating
  


18        electricity from your existing coal fleet in Michigan that
  


19        provides about half of your electricity.  This is what would
  


20        be termed pretty close to a dispatch cost basis.  In other
  


21        words, plants are put online, dispatchable plants are put
  


22        online based upon their costs.  The lowest cost plants are
  


23        base load plants.  They run first.  The nuclear plant, the
  


24        nuclear base load plant is going to run first.  Then the coal
  


25        plants will run, in increasing order of costs, your variable
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 1        costs.
  


 2                  Now this includes fixed and variable O & M plus
  


 3        fuel costs.  Fixed costs are not included in the dispatch
  


 4        cost that I mentioned.  They would be about $5 in round
  


 5        numbers of these values.  So you're talking about a dispatch
  


 6        cost for your fleet on the order of $30 per megawatt hour for
  


 7        the years 2011 and 2012.  And that's half of your electric
  


 8        power.
  


 9                  That, ladies and gentlemen, is a very valuable
  


10        resource to have available to you.  That translates in cents
  


11        per kilowatt hour because we've been talking in those terms
  


12        to about 3 cents per kilowatt hour for running coal plants
  


13        for variable operating maintenance and fuel costs.
  


14                  A couple of job charts.  This one from the
  


15        Department of Energy on operating jobs.  Nuclear is --
  


16        nuclear is far and away the most job intensive of energy
  


17        technologies.  And this chart is showing about 500 jobs per
  


18        megawatt of capacity for nuclear, 220 jobs for coal, wind at
  


19        90 jobs, and natural gas at 60.  Many natural gas combine
  


20        cycle plants.
  


21                  Chairman, if you use Google Earth and go around the
  


22        country and take a look at these plants, I have a power point
  


23        presentation called Parking Lot Project.  It counts the
  


24        number of vehicles in the parking lots at power plants and
  


25        other energy facilities.  Coal plants, nuclear plants, will
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 1        typically see 300 to 400 vehicles.  And that's a 24/7
  


 2        operation with three shifts.
  


 3                  You go to a natural gas combined cycle plant, there
  


 4        may be two or three or four vehicles in the parking lot, many
  


 5        of them are remotely controlled, remotely dispatched.
  


 6                  The next chart are some data from the National
  


 7        Commission on Energy Policy on the construction side, if
  


 8        you're thinking about building new energy capacity.  And what
  


 9        we find here is that again nuclear is the most job intensive,
  


10        far and a way, because of its technical complexity, the
  


11        safety requirements, and so forth, followed by supercritical
  


12        PC coal plants, IGCC gasified coal, gas combined cycle and
  


13        then onshore wind.
  


14                  Generally coal plants from a construction job
  


15        standpoint require about three to four times more
  


16        construction labor than either natural gas or an onshore
  


17        wind.
  


18                  Affordability, 53 percent of Michigan households
  


19        earn less than $50,000 annually, average aftertax income of
  


20        $22,800.  You have two million Michigan households earning
  


21        less than $50,000 a year gross.  Those households this year
  


22        will spend an estimated average of 21 percent of their
  


23        aftertax income on gasoline and household utilities.  Our
  


24        point is that every marginal energy dollar counts to those
  


25        who can least afford energy prices.
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 1                  Price volatility, we see fuel diversity as the key
  


 2        to maintaining reliability and affordability in energy
  


 3        markets.  Excessive reliance on fuels with historically high
  


 4        price volatility can risk the stability of future electricity
  


 5        prices.  Coal plants reduce the risk of fuel supply
  


 6        disruptions because unlike some other energy technologies,
  


 7        they maintain months' worth of fuel supplies on site.  Other
  


 8        types of technologies depend upon the availability of the
  


 9        supply, it has to be delivered.  The coal plant has a 40- or
  


10        a 60- or a 70-day supply of coal sitting on the ground.  So
  


11        deliverability is not an issue.
  


12                  State and federal "all of the above" energy
  


13        policies should encourage, not deter, fuel diversity,
  


14        including advanced coal options.  Michigan is strategically
  


15        located to source coal from all three major U.S. producing
  


16        regions, that's the Appalachian, the Illinois basin, and the
  


17        west.
  


18                  Preserving low-cost generation provided by existing
  


19        units equipped with clean coal technologies will help
  


20        Michigan to maintain affordable energy prices.
  


21                  Thanks to the Governor, thanks to the Public
  


22        Service Commission for engaging this public process, and
  


23        building a record to help the state make good decisions in
  


24        the future.  And we'll supply some additional materials and
  


25        data for the record.
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 1                  Thank you very much.
  


 2                  DIRECTOR STEVE BAKKAL:  Thank you, Gene.
  


 3                  Before I introduce our next speaker, we do have a
  


 4        few more members of the legislature that are here with us.
  


 5        Representative Amanda Price, Member of the House Energy And
  


 6        Technology Committee.
  


 7                  Also Representative Sean McCann also is here with
  


 8        us, and I believe he wants to say a few words.
  


 9                  Representative.
  


10                  REPRESENTATIVE SEAN McCANN:  Thank you, Steve.
  


11        Good afternoon.  Thank you very much for letting me crash
  


12        your party.
  


13                  But seriously I appreciate the opportunity to be
  


14        accommodated and just say a few words.  Representative Price
  


15        and myself, we're trying to be a lot of places at the same
  


16        time so I appreciate this opportunity.
  


17                  I want to welcome you to the 60th District, my
  


18        district and home of the Kalamazoo Promise and the Broncos,
  


19        go Broncos.  We may need to do some jumping jacks between
  


20        sessions to liven it up a little bit.
  


21                  Anyway I just want to thank you for having me and
  


22        say a few words to add to the input process.  And I think
  


23        that I can't say that these are entirely representative of
  


24        the voters of my district, but I think they have some
  


25        residents, and I know I see a number of folks from the 60th
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 1        District here.  So nice to see you.
  


 2                  I think it's important that we support domestic gas
  


 3        and oil production, particularly for the interests of
  


 4        national security.  So I don't think that by any means that
  


 5        should be ruled out of Michigan's energy portfolio.
  


 6                  However, I think there is a real critical need to
  


 7        preserve our Pure Michigan brand that we value so highly,
  


 8        especially when it comes to our environment.
  


 9                  One of the issues that I hear a lot from my
  


10        constituents about is fracking and safety of fracking, and
  


11        particularly disclosure and knowledge of the safety of the
  


12        chemicals used in the fracking process.  That's number one.
  


13        And number two of a primary concern is the withdrawals of
  


14        water from our watershed.
  


15                  So I think that that has to be present as we talk
  


16        about using horizontal fracturing, going forth as an energy
  


17        source.
  


18                  I think that what often gets left out of the
  


19        conversation is how important it is to embrace renewable
  


20        energy and the jobs that can come up with it in addition to
  


21        the traditional energy sources.  That's something I feel
  


22        important about bringing that to the conversation since I
  


23        don't think it gets talked about enough in West Michigan.
  


24        But even though the 25 by '25 constitutional amendment went
  


25        away, I think it's very critical that we think about what our
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 1        next standard is going to be for renewable energy in Michigan
  


 2        since it looks likes we're on track to hit 10 percent by
  


 3        2015.  So I'm sure that's going to be a big part of your
  


 4        conversation here today that we set a strong and robust and
  


 5        achievable renewable energy standard higher than the 10
  


 6        percent that it is now.
  


 7                  I don't think 25 by '25 is such a bad idea, perhaps
  


 8        it just shouldn't -- I think the voters didn't want it to be
  


 9        necessarily in the constitution, but that doesn't mean it
  


10        shouldn't be in statute and that that shouldn't be something
  


11        we work very hard towards.
  


12                  Another document that's pretty easy to reference if
  


13        you go searching on the internet for is the Obama-Biden plan
  


14        for energy for the nation, which is to help create five
  


15        million new jobs by strategically investing 150 billion
  


16        dollars in the next ten years to catalyzed efforts in clean
  


17        energy.  I think we would be foolish as a state to miss this
  


18        opportunity to take these resources from the federal
  


19        government if they're put on the table.
  


20                  Again, it doesn't preclude oil and gas resources,
  


21        but to not take advantage and being stuck with what the
  


22        federal priorities are going to be, to miss those job
  


23        opportunities and to miss that ability to move into a
  


24        stronger, cleaner, renewable energy standard as a nation and
  


25        as a state, would be a huge missed opportunity.  Thank you.
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 1                  It's talking about a few points here.  10 percent,
  


 2        we're already on our way to being here, but 10 percent as a
  


 3        nation, winterizing homes and energy efficiency is the number
  


 4        one way to reduce our energy footprint and to encourage and
  


 5        incentive the use of biofuels, wind, solar and battery
  


 6        technology.
  


 7                  So to not be taking advantage of that, to not have
  


 8        that be part of our conversation.  We have a great academy
  


 9        here in Kalamazoo at Kalamazoo Valley Community College that
  


10        trains technicians to build and construct and maintain
  


11        windmills.  And those folks are getting jobs every where and
  


12        anywhere they want to go across the nation and the world.  We
  


13        need to keep some of those folks here in our community and in
  


14        our state working on those jobs.
  


15                  Let me just close by talking about how energy
  


16        policy is critical to us leading to address the pressing
  


17        issue of climate change.  It was about a year ago that we had
  


18        a heat wave that affected crops all across southwest
  


19        Michigan.  We've seen hurricanes and other storms that are
  


20        way out of the norm that acknowledge and remind us that this
  


21        has to be a priority for us as a nation and a state.
  


22                  So again let me thank you for this opportunity,
  


23        thank you for the warm reception.  And let us just remember
  


24        that this is our Pure, Pure Michigan that we want to have for
  


25        generations to come.
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 1                  I have children, we have children and grandchildren
  


 2        to pass our state and planet on to, and we have great ideas
  


 3        for how we can do that for centuries to come.
  


 4                  Thank you very much.
  


 5                  DIRECTOR STEVE BAKKAL:  Thank you, Representative.
  


 6                  Our next speaker is Steve Frenkel, Director of the
  


 7        Midwest Office, representing the Union of Concerned
  


 8        Scientists.  Please join me in welcoming Steve to the stage.
  


 9                  MR. STEVE FRENKEL:  Good afternoon, I'm Steve
  


10        Frenkel, I'm the Midwest Office Director of the Union of
  


11        Concerned Scientists.  And I thank the Director and the
  


12        Chairman for this opportunity today.
  


13                  Let's see if we can get our equipment working here.
  


14                  I'm Steve Frenkel with USC.  I appreciate the
  


15        opportunity to be here today.  The Union of Concerned
  


16        Scientists is a national science-based nonprofit.  We put
  


17        rigorous, independent science to work to solve the planet's
  


18        most pressing problems.
  


19                  I would like to address some of the questions that
  


20        Commissioner Quackenbush and his team have posted on the
  


21        website referring to renewable energy and that will be the
  


22        focus of my comments today.
  


23                  Specifically questions seven, eight and ten that
  


24        were posted on the website.  So those questions are, how does
  


25        Michigan's renewable requirement compare to other states?
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 1        What is the state's long-term potential for electricity from
  


 2        renewable sources?  And what are the current and projected
  


 3        relative costs of new generation sources in the state.  I'll
  


 4        handle those each one by one at a high level, and then of
  


 5        course will be providing more detail on the website itself.
  


 6                  First in comparing where Michigan stands, many of
  


 7        you know that Michigan standard is relatively modest compared
  


 8        to the 29 -- 28 other states with renewable energy standards
  


 9        around the country.  So we think that there is room for
  


10        Michigan to take more advantage of the renewable energy
  


11        resources that the state has.  Including other Midwestern
  


12        states like Illinois and Minnesota and Ohio, all of which
  


13        have stronger renewable energy standards.  We think there is
  


14        an opportunity for Michigan to step up to the plate and take
  


15        advantage of this opportunity to increase the standard.
  


16                  In fact 18 other states have already increased the
  


17        standards that they started with.  So Michigan would be in
  


18        good company by looking at that opportunity to expand its
  


19        renewable energy resources.
  


20                  When you look at where Michigan stands in
  


21        comparison with other states in terms of the total amount of
  


22        clean energy generation that these standards collectively
  


23        would provide, you can see Michigan is a little bit down in
  


24        the stack.  And other Midwestern states like Illinois,
  


25        Missouri, Wisconsin and others represent a bigger slice of
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 1        the renewable energy generation that is expected to come
  


 2        online by 2025 as a result of the existing clean energy
  


 3        standards.  So Michigan could occupy a bigger wedge of this
  


 4        future clean energy resource development by strengthening the
  


 5        existing standards that will be plateauing in 2015.
  


 6                  And we think about what's the potential of the
  


 7        State of Michigan to take advantage of clean energy
  


 8        resources, this table basically gives you a sense of, if you
  


 9        were to take away any of the constraints that would limit the
  


10        state's ability to develop its wind resources or its solar
  


11        resources, how much theoretical clean air potential is there
  


12        in Michigan?  And you can see there is a tremendous amount in
  


13        terms of gigawatt hours of potential generation that could be
  


14        tapped.  But then we have to factor in reasonable constraints
  


15        about siting, transmission, and the economic availability of
  


16        these resources.
  


17                  So when we look at the column
  


18        second-from-the-right, that gives you a more realistic sense
  


19        of what the economic and market limitations would layer on to
  


20        the theoretical potential.  But still it's a tremendous
  


21        potential for Michigan.  You can see there is 143,000
  


22        gigawatt hours of potential onshore wind generation potential
  


23        in Michigan.  And that's quite a bit more than the total
  


24        annual energy demand of the state.
  


25                  And so we realize that of course that's all partly
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 1        theoretical, right?  That would be a tremendous transition
  


 2        for Michigan's energy generation portfolio to embrace wind at
  


 3        that level.  But from a theoretical basis, there is really a
  


 4        lot more headroom in the clean energy generation menu that
  


 5        this state could take advantage of.
  


 6                  We talk about risks, we look at the full range of
  


 7        energy resources that are available to the state.  And I
  


 8        realize this is a little bit hard to read, but what this
  


 9        chart shows you is it ranks the different types of energy
  


10        generation resources that are out there by two different
  


11        variables; levelized cost of electricity, and risk.
  


12                  So when we think about risk, we think about cost,
  


13        regulatory risk, the availability of capital, and other risks
  


14        like for example access to water, carbon price risks, capital
  


15        shock, availability of fuel.  So when we look at the stack of
  


16        all these different resources, the resources listed at the
  


17        bottom represent the lowest risk and lowest cost.
  


18                  So reading up from the bottom we find that energy
  


19        efficiency is the least cost resource as we've heard from
  


20        others who spoke prior to me today.  That's a tremendous
  


21        opportunity for the state to not only save money for
  


22        consumers, but really benefit the economy by driving down
  


23        costs of operation for major business around the state.
  


24                  We know that not only does Michigan have a
  


25        relatively modest renewable energy policy, it has a
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 1        relatively modest energy efficiency policy at one percent.
  


 2        We know there are other states like Illinois and Minnesota,
  


 3        for example, that have a 2 percent and 1.5 percent energy
  


 4        efficiency standard respectively.  So just like on the
  


 5        renewable side, on the efficiency side, taking advantage of
  


 6        this cost resource could bring some great benefits to the
  


 7        State of Michigan.
  


 8                  So as you read up this list you'll find that
  


 9        onshore wind and natural gas come in near the bottom of the
  


10        list in terms of cost and risk.  And you'll find that
  


11        traditional fossil fuel generation from coal, nuclear power
  


12        come in much higher, both in terms of costs and risks.  We
  


13        think this is really, looking at these parameters and this
  


14        kind of matrix can be very instructive for policymakers to
  


15        understand the full range of their options, but to take into
  


16        account risk as an important variable in decision making as
  


17        you decide the State's energy future.
  


18                  Part of that is understanding the trajectory of
  


19        these costs, so what goes into assessing the cost of future
  


20        wind generation for example?  So we can look at the declining
  


21        cost of wind power historically, and then estimating that
  


22        cost reduction going forward.  We know that wind prices have
  


23        come down 9 percent since 1980, and even 20 percent just in
  


24        the last two years.  So we're seeing tremendous innovation in
  


25        wind technology and efficiency and production.
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 1                  And it's reducing those costs we expect from
  


 2        looking at a chart like this which summarizes several
  


 3        studies, looking at the forward price of wind generation,
  


 4        that that cost is expected to decline significantly over the
  


 5        next 25 years.
  


 6                  There is a similar story for solar power.  This is
  


 7        a historic graph showing the decline of solar photovoltaic
  


 8        production dating from 1998 to 2011 with a tremendous decline
  


 9        in price.  And we expect that those declines will accelerate.
  


10                  We've seen prices drop 75 percent just since 2008.
  


11        So there has really been dramatic cost savings in these
  


12        renewable energy technologies.  And as we've heard they can
  


13        provide an important hedge against the volatility of natural
  


14        gas, which I won't dwell on because I think everyone is
  


15        familiar with that story, but we don't know where natural gas
  


16        prices are going.  I think many folks expect upward pressure
  


17        in natural gas and I think we certainly understand the value
  


18        of wind and solar as an important hedge.
  


19                  We just heard from Mr. Trisko about the economics
  


20        of coal, and one of the important factors around coal is
  


21        rising prices of the coal, of the fuel itself that these coal
  


22        plants rely on.  So we've seen that Michigan coal prices have
  


23        doubled since 2002.  And when you factor in, that into the
  


24        rates of consumers in, Detroit Edison's rates that consumers
  


25        are facing, that's a major factor.  And part of that issue is
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 1        the reliance of this imported fossil fuel resource, as you
  


 2        heard earlier.
  


 3                  UCS has estimated that the state spends more than a
  


 4        billion dollars a year importing coal from out of state.  You
  


 5        can see some of the states that benefit from the spending of
  


 6        Michigan utilities to import coal into the State of Michigan.
  


 7        We heard earlier that Michigan has no native coal resource,
  


 8        so the dependence of the state on coal is a tremendous
  


 9        liability.
  


10                  So how does that translate into what consumers
  


11        face?  We know that the rates have been rising.  So there is
  


12        risk to relying and walking into a future that's fossil base.
  


13                  So how can renewables and efficiency become a
  


14        bigger part of that mix?  We know that energy efficiency and
  


15        renewables will help consumers save money by reducing demands
  


16        and providing that important hedge.
  


17                  So one of the aspects of risk, we saw that coal
  


18        ranked high on that risk chart I showed you a few minutes
  


19        ago.  It's risky by a few measures; one of those risks is
  


20        economic risk.  So UCS did a national study recently where we
  


21        looked at every coal plant in the country and we compared the
  


22        cost of generating power from every coal plant to cleaner
  


23        energy sources like natural gas and wind power.  And with
  


24        every coal plant, including every coal plant in Michigan, and
  


25        if it was missing any essential air pollution controls, we
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 1        imposed the capital costs of those pollution controls onto
  


 2        that plant so that plant was protective of public health and
  


 3        the environment.  And we compared the cost of power from that
  


 4        coal plant to natural gas and wind, and we found Michigan
  


 5        ranks fifth in the country in the amount of at-risk,
  


 6        economically at-risk coal fire generation in the state.
  


 7                  So what this map shows you is that there is 3.5
  


 8        gigawatts or 3500 megawatts of economically vulnerable,
  


 9        at-risk coal generation across the state.
  


10                  And part of the reason Michigan coal fleet is at
  


11        risk is it's one of the oldest fleets in the country.  More
  


12        than half of the state's power plants are more than 50 years
  


13        old.  So those plants are older, they're smaller, they're
  


14        inefficient.  So in conducting this pass-fail test we found
  


15        there is a lot of vulnerability to the coal fleet in
  


16        Michigan.
  


17                  We found that 39 coal generators at 16 different
  


18        coal plants around the state have uneconomically, chemically
  


19        vulnerable coal generators.  So the combination of low gas
  


20        prices, regulations pushing this coal out of the market
  


21        place, we think that creates a great opportunity for cleaner
  


22        energy resources like wind and solar to help meet an
  


23        increasing share of Michigan's energy needs.
  


24                  So just to summarize, we know that Michigan's
  


25        current standard is relatively modest which needs to grow
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 1        economically so.  There is plenty of available, cost
  


 2        effective, renewable energy resources, energy efficiency
  


 3        resources in the state that have not been tapped, and we know
  


 4        these are relatively low-risk resources compared to the
  


 5        alternatives.
  


 6                  And lastly I'd like to leave the Chairman and
  


 7        Director Bakkal with a letter to Governor Snyder, signed by
  


 8        over a thousand USC supporters around the state calling for
  


 9        stronger and more ambitious clean energy standards.  So I
  


10        will give that to you.
  


11                  DIRECTOR STEVE BAKKAL:  Thank you, Steve.
  


12                  Our next presenter is Mr. David Fein, Vice
  


13        President of State Government Affairs representing Exelon.
  


14                  Please join me in welcoming David to the stage.
  


15                  MR. DAVID FEIN:  Good afternoon, every one.
  


16                  My name is David Fein and I represent a company
  


17        called Exelon.  We're based in Chicago, and we're a major
  


18        energy supplier.  We are a national leader in the energy
  


19        industry.  And just to give you a little bit of background
  


20        about us and our size and our scope, we are in 47 states and
  


21        the District of Columbia.  We've been here in Michigan
  


22        serving customers with electricity since 2002; and we've been
  


23        here serving natural gas back into the '90s.  So we're a big
  


24        player in this industry.
  


25                  I hear some people talk to us as these out-of-state
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 1        interests, but we're actually here in Michigan, investing in
  


 2        Michigan.  And I want to tell you a little bit about who we
  


 3        are, what we're doing here in the state.
  


 4                  We're providing the Chairman and the Director with
  


 5        a lot of data and information which I know is what you wanted
  


 6        in this presentation today.  I am not going to go through all
  


 7        the statistics and so forth.
  


 8                  But I want to leave you with this impression, and
  


 9        that is Michigan is debating its energy future much like many
  


10        other states around the country have.  While there are many
  


11        differences between Michigan and other states, these are
  


12        issues that have been tackled by other states.  You've heard
  


13        prior speakers talk about that, whether it's renewable
  


14        policy, whether it's energy efficiency, whether it's
  


15        restructuring of an old monopoly system like the gentleman
  


16        from AEP talked about.  These are all challenges that other
  


17        states have addressed.
  


18                  My company is here to attest to the fact that it
  


19        can work.  You can have all of those things even in a
  


20        restructured competitive market place.
  


21                  Just to talk about our investment here in the
  


22        state, like I said we've been here for ten years.  We have a
  


23        local office.  We pay taxes to the state.  And we have a very
  


24        experienced energy team here physically located in the State
  


25        of Michigan.  We are the largest supplier to customers and
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 1        the consumers in DTE territory, depending on how you define
  


 2        that term.  This data all comes from the Public Service
  


 3        Commission's annual report on competition.  And we've been
  


 4        here since the beginning.  We haven't left.  We haven't left
  


 5        our customers, even with a capped market we've stayed here,
  


 6        and helping those customers meet their energy challenges that
  


 7        they have in the future.
  


 8                  You don't hear a lot about gas competition because
  


 9        that's not really dealt with at the state level for the
  


10        largest customers, just for the residential customers, but we
  


11        have a significant presence in that market as well, in
  


12        addition to selling power to municipal and electric
  


13        cooperatives here in the state.
  


14                  We're also a major player in wind generation here
  


15        in Michigan.  And we list some of the projects here.  I heard
  


16        the gentleman speak about the Holland project that was just
  


17        awarded last week, that also involves our company.  So we're
  


18        heavily invested here in the State of Michigan.
  


19                  So what does electric restructuring mean?  What
  


20        does this regulated and restructured market look like?  Well
  


21        here are a few examples that I give regarding our utility
  


22        affiliates in the Exelon family.  Three different states,
  


23        restructured, separate companies, now just transmission and
  


24        distribution utilities.  The generation piece, power plants
  


25        that you heard about, spun off separate affiliated company.
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 1        That's what all of these three companies did at various
  


 2        stages of history through restructuring and in diverse cities
  


 3        like Chicago, Philadelphia and Baltimore.  And these
  


 4        companies are still vibrant companies, very much invested in
  


 5        the communities -- did we not pay the electric bill today?
  


 6        A little added ambience for this afternoon on a Monday.
  


 7                  Let there be light.
  


 8                  And what I want to talk about is the fact that
  


 9        competition was introduced, or the fact that the hundred year
  


10        old monopoly utility was broken apart, does not mean that
  


11        these types of companies don't make investments in the local
  


12        infrastructure.
  


13                  And as you can see by what's outlined in this
  


14        chart, these three utilities continue to make very
  


15        significant investments in infrastructure.
  


16                  When you make investments in infrastructure on
  


17        anything other than generation, all customers pay, regardless
  


18        of whether you have competition or not.  Every customer is a
  


19        distribution customer, and just about every customer is a
  


20        transmission customer.  So those investments are still made
  


21        regardless of the way you restructure a market potentially.
  


22                  There is no uncertainty about the customers being
  


23        there to pay for it because this part of the system stays
  


24        intact, and those customers will always be utility customers.
  


25                  Competition also can help enhance reliability on


Michigan Energy Public Forum


74







O'Brien & Bails Court Reporting & Video
1.800.878.8750 - Michigan Firm No. 8029


 1        the generation side.  You heard prior speakers talk about the
  


 2        regional grid that is here in Michigan, PJM and MISO both
  


 3        serve the State of Michigan.  These are national
  


 4        organizations that ensure the reliability of the grid system.
  


 5        They ensure that enough generation is on and available at the
  


 6        highest peaks of electricity usage.
  


 7                  And in these areas, you are seeing added resources
  


 8        to meet the demand that's out there.  They have requirements
  


 9        that there be a reserve, basically extra power needed for the
  


10        most extreme weather conditions when the most electricity is
  


11        used.  This still happens in a restructured market.
  


12                  And in these three states where my company is from,
  


13        you've seen over 25,000 megawatts put into the system.  All
  


14        paid for by shareholders, none of it paid by ratepayers under
  


15        the old monopoly model.  Power still gets built, generation
  


16        facilities still gets constructed in these areas.
  


17                  Not surprisingly, with competition and
  


18        restructuring, you've seen a vast increase in the efficiency
  


19        of these plants.  Hundred years of regulation, monopoly
  


20        regulation, you were rewarded whether your plants worked, you
  


21        get rewarded whether it costs 2 billion instead of 1 billion
  


22        to build the plant.  Those cost overruns are born by all
  


23        customers.  And in addition to that, in the old monopoly
  


24        system, utilities could charge -- they get a return on that.
  


25        So if they went to the regulator and they tell the chairman
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 1        it costs 2 billion dollars to build, it ends up costing 3
  


 2        billion, guess what?  They get the full 3 billion and they
  


 3        get whatever return that the regulators have allowed them to
  


 4        return.
  


 5                  So under that model, that's where you saw the high
  


 6        cost increases around the country.  In the competitor market,
  


 7        that's all on the backs of shareholders.  So you'd better be
  


 8        efficient because you have no one to run to to get your money
  


 9        if you do cost overruns.  And you've seen the increase in the
  


10        nuclear fleet just in Illinois because of restructuring,
  


11        pretty significant increase.
  


12                  Behind our three utilities in our three states,
  


13        what you're seeing is significant choices being made by
  


14        customers who have that.  You heard Mr. Goss talk earlier
  


15        about not having a choice here in Michigan, and over 10,000
  


16        customers sitting in the queue.  That's a large number.  And
  


17        it's our belief that's a fraction of the customers that would
  


18        exercise choice if given the ability.  It's not a simple
  


19        process, it's very detailed.  There are rules and
  


20        regulations, you need a signed contract.  So I think that
  


21        just scratches the surface on the demand.
  


22                  This is an example of how these markets have
  


23        developed in these states, 50 different suppliers, a hundred
  


24        different residential product offerings.  And this isn't
  


25        unique just to our utilities, we're seeing this happen all
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 1        across the country.  The statistics are out there, the
  


 2        statistics from various reporting agencies sort of tell the
  


 3        story that it is working, if you let it work.
  


 4                  It's not just about having a choice.  We understand
  


 5        that people want to save money.  You've seen statistics that
  


 6        tell the story a bunch of different ways.  I think you used
  


 7        the term, Chairman, slice it and dice it with statistics, and
  


 8        I think that's true.  You can see these numbers a lot of
  


 9        different ways.
  


10                  All the data here that we're showing is based on
  


11        EIA data and switching data.  A lot of different choices
  


12        available.
  


13                  I think the one that scares us the most and I think
  


14        policymakers should take account of here in Michigan, is that
  


15        if you just look at those customers sitting in the queue,
  


16        you're looking at customers who are losing an estimated 170
  


17        million dollars a year in reduced electricity costs that are
  


18        out there in the market place, that because of an artificial
  


19        10 percent cap they can't access.  And they can't preserve
  


20        jobs, and add jobs.  We should be giving customers a choice.
  


21                  Here you've heard others talk about Michigan rates,
  


22        I won't belabor that.  It's a sad, sad story when the rest of
  


23        the country is enjoying reduced rates because of reduced
  


24        wholesale rates.  It's unfortunate, timing is everything, but
  


25        this is what's being reviewed in this process and we welcome


Michigan Energy Public Forum


77







O'Brien & Bails Court Reporting & Video
1.800.878.8750 - Michigan Firm No. 8029


 1        that.
  


 2                  I want to leave you with this point.  Michigan is
  


 3        no different than these other states.  Michigan utilities can
  


 4        still invest in distribution, can still meet energy
  


 5        efficiency targets, renewable targets, support for low income
  


 6        consumers under a restructured competitive market environment
  


 7        just like you're seeing in all these other states, and just
  


 8        like our experience has shown in the three states in which we
  


 9        operate.
  


10                  Thank you.
  


11                  DIRECTOR STEVE BAKKAL:  Thank you, David.
  


12                  Our last presenter before we take a break is Mr.
  


13        Ken Sikkema, Senior Policy Fellow for Public Sector
  


14        Consultants.  Please join me in welcoming Ken to the stage.
  


15                  MR. KEN SIKKEMA:  Thank you, Steve.
  


16                  Generally speaking you like to go last, except I
  


17        realize that the length of my presentation is the only thing
  


18        standing in the way of the rest of you getting to talk.  So I
  


19        will be short.
  


20                  I want to thank you, Mr. Director, Mr. Chairman,
  


21        for this opportunity.  You are in the, as I understand it,
  


22        the information gathering phase of this decision making
  


23        process.  You've specifically mentioned you want information
  


24        and data and studies, and I'm here to provide that.
  


25                  Public Sector Consultants, we're a policy research
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 1        firm based in Lansing.  And we actually produced two reports
  


 2        on the issue of electric restructuring in Michigan.  The
  


 3        first one was done in 2006, and the second one was finished
  


 4        in 2007.  Both of these reports were precursors, if you will,
  


 5        to the 2008 Energy Reform Law.  And I'm not going to lay
  


 6        claim to saying that it was these two reports that in and of
  


 7        themselves led the Legislature and the Governor to adopt this
  


 8        law, but I would say that they contributed to what I would
  


 9        call kind of the intellectual foundation that led to the 2008
  


10        Energy Reform Law.
  


11                  In the 2006 report, we were asked to review and
  


12        assess the six-year record of electric restructuring in
  


13        Michigan which was created by Public Act 141 passed in the
  


14        year 2000.  And the second report, Market Structures and the
  


15        21st Century Energy Plan, we were asked if the 21st Century
  


16        Energy Plan was in fact the goals that Michigan was striving
  


17        to achieve, more capital investment, a greater commitment to
  


18        renewable energy, and a greater commitment to energy
  


19        efficiency, what type of market structure would enable the
  


20        state to reach those goals.
  


21                  And I'm resurrecting these two reports and bringing
  


22        them back to your attention for the simple reason that if you
  


23        go back and look at these reports, even though they're seven
  


24        and six years old, they are very relevant today and their
  


25        conclusions are relevant, given the questions you've posed
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 1        that you wanted answered.
  


 2                  Although time and events have changed, some of the
  


 3        specifics, for example we had an economic recession in 2008
  


 4        and 2009, the 21st Century Energy Plan envisioned the capital
  


 5        investment to be a new base load coal plant, the capital
  


 6        needs today have changed.  The natural gas prices, which are
  


 7        low today, were high back then.  But the fundamental issues
  


 8        of market structure, a need for capital investment, the need
  


 9        for renewables, the need for energy efficiency are back in
  


10        front of us again, as every one knew they would be, and as
  


11        the 2008 Energy Reform Law anticipated.
  


12                  Very quickly, the conclusions of the 2006 report,
  


13        as we begin to look at market structure again, the conclusion
  


14        that we came to is that the hybrid market structure created
  


15        by Public Act 141 was economically unsustainable.  It created
  


16        an obligation to serve and a need for reliability imposed on
  


17        some providers of electricity, but not others.
  


18                  And in fact, that at the time competition itself
  


19        did not really lower prices.  But Public Act 141 contained a
  


20        number of subsidies, caps and credits, and that's in fact
  


21        what lowered prices at the time.  And once they came off,
  


22        prices went up.
  


23                  The 2007 report, which was done after the Capacity
  


24        Needs Forum and after the 21st Century Energy Plan was
  


25        published by the Public Service Commission.  The 2007 report
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 1        looked at Michigan's future, the need for capital
  


 2        investments, a call for greater renewables, and a call for
  


 3        greater commitment to energy efficiency.
  


 4                  And our conclusion was that a regulated market
  


 5        structure provided the best environment for risk reduction,
  


 6        the risk reduction strategy necessary for Michigan's energy
  


 7        future.
  


 8                  Now I got two slides that dig a little deeper into
  


 9        the 2007 report.  One of the issues related to the
  


10        relationship between capital investments and revenue
  


11        predictability.  And we've already heard some discussion this
  


12        afternoon about that.
  


13                  Our report and our conclusion was that both retail
  


14        and wholesale revenue predictability was necessary to ensure
  


15        new capacity.  And specific capital investment needs are
  


16        going to change.
  


17                  As I mentioned, six years ago, we thought we needed
  


18        a brand new coal plant in Michigan.  Our investment needs
  


19        today are different.  There is new environmental regulations
  


20        from Washington.  There is new capacity needed to replace an
  


21        aging coal fleet in Michigan.  But the basic principle
  


22        remains the same.  And that is the need for revenue
  


23        predictability is critical if we're going to ensure capacity,
  


24        particularly reserve capacity which is necessary for electric
  


25        liabilities.
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 1                  In our last point that we mentioned in 2007, which
  


 2        is relevant again today, as you look at some of the states
  


 3        that have proceeded fully down the path of full deregulation,
  


 4        in order to achieve the reserve capacity that is necessary
  


 5        for their economy, for their future, they've actually had to
  


 6        create new government intervention mechanisms to ensure that
  


 7        that capacity gets built.
  


 8                  The second sort of big conclusion that we came to
  


 9        in that 2007 report is the issue of risk reduction.  And it's
  


10        a phrase that, it's interchangeable with the Governor's call
  


11        for adaptability and a no regress energy policy.
  


12                  The fact of the matter is there isn't a person in
  


13        this room that can predict the future.  You can't predict the
  


14        future on gas prices, you can't predict the future on
  


15        economic events, you can't predict the future on federal
  


16        policy, and you can't predict the future on international
  


17        events.
  


18                  And it's important to realize that any energy
  


19        policy that assumes that the current trends are going to
  


20        continue is a highly risky energy policy.  We've already
  


21        heard from the gentleman from the West Michigan Environmental
  


22        Action Council about the value of stability over price
  


23        volatility, and I would echo that gentleman's comments.  It's
  


24        important, it's far more important to have stable prices that
  


25        you can anticipate, and count on, then to have your economy
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 1        and ratepayers, whether they're industrial, commercial or
  


 2        residential, be subject to high volatility and prices.
  


 3                  And the last point on this slide is that a
  


 4        diversified electric generation portfolio, kind of all of the
  


 5        above, in whatever composition policymakers decide is the
  


 6        right composition, a diversified electric generation
  


 7        portfolio is the one that reduces risk.
  


 8                  Just two final conclusions.  This one I've already
  


 9        mentioned, but I want to emphasize it.  And that is that
  


10        long-term energy policy based on current short-term trends in
  


11        the market is inherently a highly risky policy.  Whatever the
  


12        trends are today, they're going to change, we just can't tell
  


13        in which manner or to what magnitude.
  


14                  And finally, I would urge both the Chairman and the
  


15        Director and the legislature to go back and look at these two
  


16        reports because the fundamental findings and conclusions that
  


17        were used to lead up to the 2008 Energy Reform Law, are still
  


18        valid and still sound.
  


19                  Thank you very much, I appreciate your time.
  


20                  DIRECTOR STEVE BAKKAL:  Thank you.
  


21                  That's concludes our formal presentation.  At this
  


22        point let's take a ten-minute break and come back.  We do
  


23        have a number of requests to speak so let's begin at 3:25.
  


24        Thanks.
  


25                   (At 3:15 p.m. went off the record.)
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 1                   (At 3:30 p.m. went on the record.)
  


 2                  DIRECTOR STEVE BAKKAL:  We need to get started.  We
  


 3        have approximately an hour-and-a-half left.  We do have to
  


 4        leave here at 5 o'clock.  There is going to be another event
  


 5        in this facility, which if everybody sticks to their time
  


 6        that they're allotted, we should be able to get through 30
  


 7        requests.  We do have about 45 requests to speak, so
  


 8        unfortunately we won't be able to get to all of them.  But
  


 9        we're going to give about three minutes per speaker.  We do
  


10        have someone here in the front that will signal you when your
  


11        time is one minute left.
  


12                  Please adhere to your time.  There are a lot of
  


13        people that drove quite a distance to come here to be heard,
  


14        so we do ask that you adhere to that time.  The way that I
  


15        will do this is I will call four speakers up at a time.
  


16        Please remember the order that I call you up.  Come up to the
  


17        front, and then just that first speaker can come right to the
  


18        front, state your name, where you're from, any affiliation
  


19        that you have, and then the next speaker will come up after
  


20        they're complete.  And then I'll call up the next four after
  


21        that.
  


22                  Am I missing anything else?  Okay.
  


23                  So our first four speakers are Duane Hagen, Jan
  


24        O'Connell, Dale Shugars, and Tom Stacy.  If you can come up
  


25        to the front at this point.
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 1                  And Duane Hagen, you can come up to the stage.
  


 2                  MR. DUANE HAGEN:  Thank you, Director, and
  


 3        Chairman.  I'm here to represent the IMP Customer Coalition
  


 4        For Electric Choice.  We are represented by American Axle
  


 5        Manufacturing, Internet Armstrong International.  I have a
  


 6        representative from the organization, Mr. David Castleline is
  


 7        here today from Armstrong International.  We also represent
  


 8        White Pigeon Paper and MPI Research in Mattawan, Michigan.
  


 9                  We want to address question 24.  From an economic
  


10        standpoint, what is the impact on Michigan in jobs,
  


11        infrastructure, supplier base and tax base provided under the
  


12        current regulatory structure versus what could be expected
  


13        from an open market system.  I have four points.
  


14                  First point, inconsistent regulatory support of
  


15        electric choice.  The current regulatory structure has
  


16        resulted in inconsistent support of electric choice across
  


17        the utilities in the state.  Among the interests of electric
  


18        choice are the laws that are stated, I quote, to improve the
  


19        opportunities for economic development, and to allow and
  


20        encourage the Michigan Public Service Commission to foster
  


21        competition.  However the businesses in the IMP Customer
  


22        Coalition have been affected, or were effectively frozen out
  


23        of electric choice in the I & M area due to regulatory
  


24        rulings.
  


25                  Number two, the financial harm to the IMP Customer
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 1        Coalition instead of economic development.  IMP Customer
  


 2        Coalition members in the Indiana-Michigan territory are
  


 3        paying 162,000 per year in electric choice implementation
  


 4        charges, but competitively priced power is not available due
  


 5        to I & M's price structure.  So in effect, we are paying for
  


 6        choice, yet have no choice.
  


 7                  If coalition members could purchase competitively,
  


 8        based on our calculations, annual savings would be about 2.3
  


 9        million dollars per year.  That is a significant amount of
  


10        money to our organizations in employment and infrastructural
  


11        improvements.  Such savings could contribute to expanding
  


12        businesses, increasing production and facilities in Michigan,
  


13        and adding to the economic developments, to the job base in
  


14        Michigan.  The coalition represents 2500 employees in
  


15        southwest Michigan, we would like to grow that.
  


16                  Number three, policy implications.  Utilities are
  


17        not harmed by electric choice, yet are a barrier to electric
  


18        choice.  And what we have found is that utilities see
  


19        significant savings in power costs from electric choice.
  


20        Utilities may no longer have net stranded costs.  Utilities
  


21        already recover implementation costs.  And electric choice
  


22        provides an alternative to expensive new utility power
  


23        plants.
  


24                  My fourth and last point, current regulatory
  


25        structure does not allow the capture of full economic
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 1        benefits of competition.  Customer savings and associated
  


 2        economic development are there to be had from competitive
  


 3        prices.  The current 10 percent cap means that all businesses
  


 4        do not have equal access to competitive price, as we have
  


 5        heard earlier today.  Therefore there are winners and losers.
  


 6        Current regulatory structure has not resulted in equal
  


 7        opportunity for competitive electric supply, practical not
  


 8        theoretically, across all utilities in the state.  And
  


 9        consequently opportunities for economic development are being
  


10        lost under the current structure, but could be captured under
  


11        an open market system.
  


12                  We would encourage the Commission as it reviews the
  


13        various rate structures for IMP to be very aware of the fact
  


14        that there are companies who want to choose, try to choose,
  


15        had to not choose, and are now back paying an increasing
  


16        electrical charge as we look forward to the future.
  


17                  Thank you so very much.
  


18                  MS. JAN O'CONNELL:  Thank you to Commissioner
  


19        Quackenbush and Director Bakkal.  Thank you much.
  


20                  I am Jan O'Connell, I am with the Sierra Club
  


21        Michigan Chapter.  I am their energy issues organizer and
  


22        also their development director.  My points are going to
  


23        touch on four of the numbers, seven, eight, thirteen and
  


24        eighteen.  And I'd better read fast.
  


25                  Increasing Michigan's use of energy efficiency and
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 1        renewable energy will create jobs, spark investment and
  


 2        launch new businesses in our state.  Michigan is only getting
  


 3        3.9 percent of its electricity from renewable sources.  Other
  


 4        Midwestern states are blazing far ahead of Michigan in
  


 5        renewable energy, with Iowa getting 23 percent.  Illinois has
  


 6        a 25 percent goal by 2025.  And nearly 30 other states have
  


 7        stronger renewable energy and energy efficiency goals than
  


 8        Michigan has.
  


 9                  I want to give a shout out to the City of Holland
  


10        that is currently pursuing an energy efficiency pilot project
  


11        started with retrofitting 90 to 100 homes, which would fall
  


12        in line like dominos, turning Holland into a world-class,
  


13        energy efficiency city.  It is hoped that projects like
  


14        Holland will be cropping up all over Michigan, and
  


15        successively moving our state away from the dependence on
  


16        dirty fossil fuels and instead moving towards a clean energy
  


17        future.
  


18                  Specifically on wind, our state has enough wind and
  


19        land to really increase Michigan's renewable energy use.
  


20        Michigan has more than 54,000 megawatts of high quality,
  


21        land-based, wind generation potential according to the
  


22        National Renewable Energy Laboratory.
  


23                  This would be nearly 12 times more than would be
  


24        needed if we did move towards the 25 percent renewables by
  


25        2025.  Meaning we need to harness only 8 percent of the
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 1        available land-based wind.
  


 2                  The Sierra Club strongly supports the development
  


 3        of wind energy because it creates good paying jobs, drives
  


 4        economic development, and will help transition Michigan off
  


 5        of dirty fossil fuel sources to a clean energy future.
  


 6                  The following key items that I'm stating here are
  


 7        in regards to the siting criteria for large scale wind
  


 8        turbines.  My oral comments here today is an abbreviated
  


 9        list, with more details shown in the written comments I'm
  


10        submitting.
  


11                  Appropriately sited wind can meet this need for
  


12        local, clean, renewable energy that is smart for the
  


13        environment and smart for our economy.
  


14                  The Sierra Club supports the development of
  


15        appropriately sited wind farms which avoid or minimize harm
  


16        to wild life.  Wind developers should seek community input
  


17        and conduct ecological studies in the advance of wind farm
  


18        development.  Impacts to wildlife from wind turbines can be
  


19        minimized by siting design and operational measures.
  


20                  Developers should engage with wildlife agencies and
  


21        local environmental groups early to determine whether sites
  


22        have a high conservation value.  Wind turbines should be
  


23        sited to avoid impacts to sensitive avian species.
  


24                  Where equipment is sited and operated is important
  


25        and can help minimize impacts to wildlife.  Not all areas are
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 1        suitable for wind development.  Biological surveys conducted
  


 2        by the U.S. Fish and Wildlife Service will determine if sites
  


 3        are suitable.
  


 4                  Michigan could generate 25 percent of its energy
  


 5        from wind alone, on 4600 acres of land.  The Michigan Public
  


 6        Service Commission noted that three wind parks in Gratiot,
  


 7        Huron and Sanilac Counties alone will contribute 150 million
  


 8        in economic benefits to Michigan.
  


 9                  The Sierra Club also supports distributed wind
  


10        generation which has fewer siting concerns and also fits into
  


11        the existing grid.  Thank you.
  


12                  MR. DALE SHUGARS:  Good afternoon, my name is Dale
  


13        Shugars.  I'm the Executive Vice President of the Home
  


14        Builder's Association of Greater Kalamazoo.
  


15                  First of all, I appreciate you giving us this
  


16        opportunity, Mr. Chairman and Director.
  


17                  We're, our board of directors has supported the
  


18        Public Acts of 2008.  We support reliable, affordable and
  


19        diverse sources of energy.  We really appreciate Consumers
  


20        Energy.  In the last few years geothermal has become a very
  


21        important part in saving energy costs and very efficient, and
  


22        the changing of the methodology of hooking up has been a
  


23        challenge at the beginning.  And they've adapted well and we
  


24        appreciate that.
  


25                  Our builders are very much focused on green
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 1        building and energy efficiency.  We obviously appreciate the
  


 2        Five Star HERS ratings of third-party raters, that type of
  


 3        thing.
  


 4                  And I'd like to leave with a couple of ideas that
  


 5        haven't been mentioned.  One is that we all know how the
  


 6        automobile industry manufacturers use miles per gallon for
  


 7        buying cars.  If we developed some type of methodology or
  


 8        model for buying homes that would tell us what the energy
  


 9        usage, assuming a number of things, for each house, if it's
  


10        $150 a month, or 100, that the consumer would be better
  


11        informed, and they'd be more apt to buy homes that are more
  


12        energy efficient.
  


13                  And if it's an older home, as the one presenter
  


14        talked about, two-thirds of the homes were built before 1980
  


15        where there is less emphasis on energy efficient windows and
  


16        materials and energy furnaces and that type of thing, that
  


17        that would help the builders and the remodelers to upgrade
  


18        the older homes.  So we would encourage that type of market
  


19        change.
  


20                  Also, the last thing I'd like to say is that if the
  


21        banks would utilize more of the savings of utilities, like in
  


22        their debt ratio of monthly payments and that type of thing,
  


23        the investments in upgrades for energy efficient appliances
  


24        or thicker walls or better insulation, those types of things,
  


25        they could be invested because it would be, monthly payments
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 1        would actually cover those increased investments.
  


 2                  So I just wanted to leave a couple of those ideas
  


 3        with you.  And the overall conclusion is that our board of
  


 4        directors support what the legislature did in 2008.  We'd
  


 5        like to continue that type of model.
  


 6                  Thank you for being here.
  


 7                  MR. TOM STACY:  Hi.  My name is Tom Stacy.  I'm a
  


 8        member of the ASME, American Society of Mechanical Engineers'
  


 9        National Energy Policy Committee.  However this presentation
  


10        does not necessarily reflect the views of the ASME, or their
  


11        energy policy committee, or its members.
  


12                  Good afternoon, Commissioner Quackenbush, and
  


13        Director Bakkal.
  


14                  The positives of this presentation is that Michigan
  


15        has the opportunity to recognize and correct a legislative
  


16        mistake made in the past.  I'm speaking of a particular
  


17        problem that potentially threatens the state's private sector
  


18        competitiveness, and which could possibly go unnoticed and
  


19        uncorrected for years to come.
  


20                  Michigan's PA295 renewable energy mandate, as it
  


21        applies to wind is financially accountable to the claim that
  


22        new wind is cost competitive with new advanced coal energy
  


23        with carbon capture and storage.  This implies that wind
  


24        energy is a direct substitute for all of the cost and benefit
  


25        components of that coal and electricity, specifically fixed
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 1        and variable costs and capacity and energy benefits.
  


 2                  And this implication is false.  Because wind
  


 3        energy -- wind, as a fuel, cannot be inventoried and kept at
  


 4        the ready to convert to electricity on human command.  Wind
  


 5        projects are built in addition to, not in place of, the fixed
  


 6        costs of coal and other dispatchable plants, whose
  


 7        reliability and performance to human command ranks
  


 8        statistically well above 95 percent on a plant-by-plant basis
  


 9        over time by MISO and PJM rules.
  


10                  So the U.S. Department of Energy Information
  


11        Administration publishes levelized costs of electricity
  


12        projections five years out in their annual energy outlook.
  


13        And this is a graphical representation of those from the 2011
  


14        report.
  


15                  Last year, the following warning was added to that
  


16        report's introduction and footnotes.  And that warning says,
  


17        since load must be balanced on a continuous basis, load being
  


18        demand, units whose output can be varied to follow demand or
  


19        dispatchable technologies generally have more value to a
  


20        system than less flexible units, or nondispatchable
  


21        technologies, or those whose operation is tied to the
  


22        availability of an intermittent resource.
  


23                  So levelized costs for dispatchable and
  


24        nondispatchable technologies are listed separately in tables
  


25        one and two because caution should be used when comparing
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 1        them to one another.
  


 2                  A report introduced this winter called The Hidden
  


 3        Costs of Wind Electricity by Dr. George Taylor and Tom Tanton
  


 4        examines the question in a simple and valid accountable way,
  


 5        the question being what does the EIA mean by caution should
  


 6        be used when comparing intermittent technologies with
  


 7        dispatchable technologies.  That report is accessible at
  


 8        ATInstitute.org.
  


 9                  One more note here, on the levelized cost of
  


10        electricity slide.  Note that none of these sources listed by
  


11        the EIA as electricity sources, rely on the technology or
  


12        refer to technologies that would consume imported crude oil.
  


13                  So following the methodologies used in the record's
  


14        hidden cost report, I'll highlight the EIA's published costs
  


15        of only wind and coal as this is essentially what Michigan's
  


16        PA295 uses to justifies wind's economy in the renewable
  


17        mandate language.
  


18                  Zooming in on these costs we see that levelized
  


19        cost of energy from a coal plant is made up of levelized
  


20        capital costs.  The cost to build the plant, or the mortgage
  


21        payment if you will over the plant's expected life span,
  


22        that's shown in blue in these charts.  It is also made up of
  


23        the fixed operations and maintenance costs that must be done
  


24        regardless of how much electricity the plant does or does not
  


25        produce over time, that's shown in red.
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 1                  Then there is the fuel and variable operation and
  


 2        maintenance costs together, which is associated with how much
  


 3        electricity the plant produces.  And most of that cost for
  


 4        natural gas and coal plants is the fuel.  That's shown in
  


 5        green.  And finally the cost of new transmission lines to
  


 6        transport electricity from the plant to electricity consumers
  


 7        shown in violet.
  


 8                  So what does wind energy replace of the broken down
  


 9        costs of coal electricity?  All of them?  On the contrary.
  


10        Wind is not a complete substitute for coal electricity
  


11        because whether existing or new, all of the coal plants or
  


12        some other equivalent capacity-bearing dispatchable plants
  


13        are still needed to deliver electricity in either steady base
  


14        load or flexible-load-following capacities, neither of which
  


15        wind can deliver.
  


16                  Because we have, we must have dispatchable
  


17        resources to keep the grid operational, capital costs of, in
  


18        this case coal or some other dispatchable plant, must be
  


19        added to the cost of wind to create a hybrid resource that
  


20        supplies both energy and capacity.  So we've moved the
  


21        levelized capital cost of coal over on top of the cost of
  


22        wind.
  


23                  So also the fixed operation and maintenance costs
  


24        that keep the dispatchable plant, coal or gas plant able to
  


25        perform if and when it's called upon, and of course the
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 1        transmission costs or the dispatchable plant cannot be
  


 2        replaced by wind either.
  


 3                  DIRECTOR STEVE BAKKAL:  Can you wrap this up?
  


 4                  MR. TOM STACY:  Pardon me?
  


 5                  DIRECTOR STEVE BAKKAL:  Can you wrap this up?
  


 6                  MR. TOM STACY:  Yeah.
  


 7                  So what can wind replace?  Well wind can save some
  


 8        fuel, the green part left on the left, and possibly some
  


 9        variable maintenance and operation expense.
  


10                  So now we see the only two valid cost comparisons
  


11        between wind and coal are either you add all the fixed
  


12        components of the coal plant to the wind and compare it to
  


13        the full cost of coal, or you are looking at just the cost of
  


14        wind compared to the cost of the fuel only that it saves.
  


15                  So now we see the only two -- those are the only
  


16        two valid cost comparisons.  For that reason, PA295's cost
  


17        comparison between wind and advanced coal is not based on
  


18        solid economic logic, and so deserves serious
  


19        reconsideration.  Thank you.
  


20                  DIRECTOR STEVE BAKKAL:  Our next four speakers are
  


21        Maynard Kaufman, Anne Marie Hertl, Michael Youngblood, and
  


22        Art Toy.
  


23                  MR. MAYNARD KAUFMAN:  I'm Maynard Kaufman and my
  


24        statement is about renewable energy on the household level.
  


25                  Many people seem to think that renewable energy
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 1        from wind and sun does not work in Michigan.  I'm going to
  


 2        argue that it does.  My wife and I built a new house in 2001
  


 3        and did not have it connected to the electrical grid.  In the
  


 4        twelve years since then, we have enjoyed a normal life in the
  


 5        house, powered almost entirely with renewable energy from
  


 6        wind and sun.
  


 7                  It is important to recognize that these are
  


 8        complimentary sources of energy.  When it is cloudy, the wind
  


 9        is more likely to blow; and in winter when the sun is low, it
  


10        is also more windy.  And one advantage of a warming client is
  


11        that the wind is stronger and more dependable, the only
  


12        advantage.
  


13                  Because we use as many energy efficient appliances
  


14        as possible, the renewable energy system we installed is
  


15        relatively small.  Electricity is provided by a 1,000 watt
  


16        array of photovoltaic panels mounted on a tracker which keeps
  


17        them facing the sun when it shines.  Two wind turbines rated
  


18        at 1,000 watts each provide electricity when the sun does not
  


19        shine.  An inverter changes the direct current from where it
  


20        is stored in the batteries to alternating current for most
  


21        household use and lights.
  


22                  The house, which is very well insulated, can be
  


23        heated with warm water circulating in tubes in the concrete
  


24        floor, with a wood burning masonry stove which is fired only
  


25        once a day or less, and by many south facing windows.  Water
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 1        for household use is heated by flat plate collectors mounted
  


 2        on the south wall of the house, and by a loop inside of the
  


 3        masonry stove.
  


 4                  A propane fueled water heater rarely switches on,
  


 5        but propane is used for the cook stove.
  


 6                  My wife and I chose to invest in renewable energy
  


 7        because burning fossil fuels for energy is warming the
  


 8        climate, and because energy from nuclear power is too
  


 9        dangerous.  We did not expect to save money, although we may
  


10        eventually.  Our system has delivered dependable power with
  


11        no outages and we expect it will continue to do so for
  


12        another 12 years.
  


13                  The battery bank was replaced after ten years of
  


14        service, but other repairs have been minor.
  


15                  Although I do not think that net metering was
  


16        available when we installed the system, I think it is good to
  


17        be connected to the grid and to share the surplus of
  


18        renewable energy and to save the cost of the battery bank.
  


19        Some people however complain that the utilities seem
  


20        reluctant to accept renewable energy and make it a difficult
  


21        process.  We hope the Michigan Public Service Commission
  


22        continues to facilitate the process of accepting renewable
  


23        energy from homeowners on the grid.
  


24                  MR. MICHAEL YOUNGBLOOD:  I am not Anne Hertl, if
  


25        you're wondering, she had to leave.
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 1                  I'm Michael Youngblood, and I'm with Well Home.
  


 2        Well Home is a home performance company that operates here in
  


 3        Michigan.  We work directly with homeowners to help them save
  


 4        on their energy consumption and also making their houses more
  


 5        comfortable.  We're also a Masco Corporation company.  Masco
  


 6        is a Fortune 500 Company headquartered right here in
  


 7        Michigan, home of Delta Faucets and Behr Paints and things of
  


 8        that nature.
  


 9                  Today I wanted to talk about question 10 that was
  


10        given to us.  Given current technology how much energy
  


11        efficiency is technically feasible in Michigan and what is
  


12        the remaining cost effective energy efficient potential in
  


13        Michigan?  I was going to spend some time talking about our
  


14        existing housing stock, but Marty Kushler has already covered
  


15        that.
  


16                  But just a couple points, we have over 4 million
  


17        households in the State of Michigan.  The majority of those
  


18        were built before energy codes of 2008.  Some of the
  


19        information that he cited from some reports that were made by
  


20        the Michigan Public Service Commission we wholeheartedly
  


21        agree with because we're in homes as Well Home on a daily
  


22        basis seeing customers in the Southeast Michigan and also the
  


23        West Michigan area.
  


24                  I want to share with you briefly some results from
  


25        a study, a pilot study that we did with DTE a couple years
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 1        back.  Well Home worked directly with DTE on a hundred home
  


 2        pilot in 2010.  The details of the program, we engaged with
  


 3        customers.  There was some additional incentives available
  


 4        based on energy savings that were achieved.  So in other
  


 5        words if you -- if we were able to prove through DOE approved
  


 6        energy modeling, energy savings, the higher the energy
  


 7        savings was, a more significant incentive would come from DTE
  


 8        as a result.
  


 9                  Also there was low interest financing.  When I say
  


10        low interest financing, 7 percent interest rate financing
  


11        through Michigan Saves as well available to these customers.
  


12        But the program objective was to prove out a whole-home
  


13        concept by evaluating energy savings, program costs, customer
  


14        response, marketing effectiveness, and financing uptake, and
  


15        customer satisfaction as well.
  


16                  Of the pilot program, we actually ended up engaging
  


17        with 106 customers who had improvements made through this
  


18        program.  The average age of the home was 1965.  The average
  


19        utility usage, I'm going to summarize here because I'm
  


20        running low on time.  The gas bills on average were $1302 per
  


21        year, and the electrical bills per year were 1,116 on average
  


22        for these 106 homes.  Summing those together it was about
  


23        $2400 annually for our average customer in this program.
  


24                  We were able to, with this program, save our
  


25        customers an average of 20.7 percent on their whole home
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 1        energy savings, for the whole home energy use annually.  So
  


 2        that equates to 32.6 MMBTUs, and collectively for all 106 of
  


 3        these homes, 3455 MMBTUs totaling all those together.
  


 4                  As a result, that is about $500 per year per each
  


 5        one of these customers.  The improvements that were used in
  


 6        this program, 92 percent of these used general air sealing,
  


 7        88 percent used attic insulation or purchased attic
  


 8        insulation through this program.  Furnaces was 61 percent,
  


 9        hot water heaters 33 percent, rim joist insulation 32
  


10        percent, air conditioning 22 percent, crawl space or floor
  


11        insulation 18 percent engaged in that improvement, wall
  


12        insulation 8 1/2 percent, windows 4 percent.  The reason I
  


13        listed that out is because I wanted to emphasize that these
  


14        were significant deep retrofit improvements.  This was not
  


15        light bulbs, things like that.  These were tangible energy
  


16        savings.
  


17                  The three main things that made up the bulk of the
  


18        energy saved through these improvements were, the three mains
  


19        ones were air sealing, insulation and furnace upgrades.
  


20                  In conclusion, the need for significant energy
  


21        efficient upgrades on our existing household stock is
  


22        critically important.  That said, as shown from this pilot
  


23        study program, significant and tangible energy savings can be
  


24        gained through a well-run energy efficient program with
  


25        existing technology solutions such as air sealing.  It's been
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 1        around forever, attic insulation of course, and then of
  


 2        course HVAC improvements.
  


 3                  Customers are more willing to participate in this
  


 4        type of a program when there are incentives available to them
  


 5        through programs like Home Performance With Energy Star and
  


 6        Consumers Energy, DTE's Whole Home Performance Program, the
  


 7        Better Buildings For Michigan Program and of course, Michigan
  


 8        Saves financing and other programs of that nature.
  


 9                  Customers are also more inclined to engage in
  


10        programs like this if there is a trusted entity.  I'm not
  


11        saying that Well Home or Masco is an untrusted entity, but
  


12        we're a private company.  So when we can partner with
  


13        Consumers Energy, or with DTE, or with the State of Michigan
  


14        through the Better Buildings For Michigan Program and other
  


15        programs like that, it's a big plus for contractors like Well
  


16        Home.
  


17                  And then lastly, easily accessible financing
  


18        options are hugely important as well.  In that particular
  


19        study that I mentioned, 27 percent of the people partook in
  


20        an energy savings loan.
  


21                  Again, I'm Michael Youngblood.  Thank you for your
  


22        time.
  


23                  MR. ART TOY:  Thank you.  I would like to thank the
  


24        Michigan Public Service Commission and Energy Office for
  


25        hosting this public forum on Michigan's energy future today.
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 1                  My name is Art Toy.  I am the president of Four
  


 2        Elements Energy.  Our firm designs and installs renewable
  


 3        energy systems.  I'm here today to present the commission
  


 4        actual real world data for solar photovoltaic array located
  


 5        in Southwest Michigan, not far west of here, of Kalamazoo.
  


 6                  The system in question is at my home in Lawrence,
  


 7        Michigan, just north of the I-94 mile marker number 51.
  


 8                  I ask the audience and the commission to turn their
  


 9        attention to the screen which shows by month the amount of
  


10        electrical power generated at my home from February 2011, to
  


11        February of 2013.
  


12                  In the first 12 months of operation the system
  


13        generated 6,923 kilowatt hours of power, and in the second
  


14        year of operation 7,639 kilowatt hours of power.  The major
  


15        difference is weather conditions impacted the system
  


16        performance being that the summer of 2011 was cloudy, and
  


17        rainy, while the summer of 2012 was hot and dry.
  


18                  The electrical power generated is roughly
  


19        two-thirds of our family's yearly electrical usage.  What I
  


20        wish to convey to every one in this presentation is the fact
  


21        that solar does work year round, even in areas which
  


22        experience significant lake effect snow and overcast
  


23        conditions such as we have along our state's lakeshore.
  


24                  What I'm doing with this data is dispel the
  


25        perception that solar electric power does not work in
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 1        Michigan, and especially so in areas of overcast and heavy
  


 2        snowfall.  As this presentation demonstrates, solar electric
  


 3        power generation does indeed work in southwest Michigan and
  


 4        is a viable and valuable energy source for our state, even
  


 5        the lake effect and overcast areas of the west side.
  


 6                  Finally, as for the perceived issue of storage
  


 7        during low light/low wind, or no light/no wind conditions, I
  


 8        would like to remind every one of a tremendous and unique
  


 9        resource that is right here in Michigan, that being the
  


10        Ludington Pumped Storage Facility.  This facility is
  


11        currently being used to store excess power being generated by
  


12        our nuclear power plants in Michigan during low load
  


13        conditions.  In other words, we are even now solving our
  


14        electric storage issues of human command on dispatch instate.
  


15                  With that said, I would like to thank the
  


16        commission and the audience for your attention.
  


17                  DIRECTOR STEVE BAKKAL:  Thank you.
  


18                  Our next four speakers are Benjamin Brown, Junior,
  


19        Dan Alway, Sister Virginia Jones, and Martin Stone.  If you
  


20        guys can come up to the front.  And Benjamin Brown can come
  


21        up to the stage here.
  


22                  Also remind everybody, if you don't have a chance
  


23        to speak today, post your comments on the web.  There is no
  


24        different weight given to public comments versus what's
  


25        provided on the web.
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 1                  MR. BENJAMIN BROWN, JR.:  Thank you very much for
  


 2        this opportunity to speak.
  


 3                  I speak as a private citizen who became fascinated
  


 4        with renewable energy many years ago because I didn't see
  


 5        anything happening in Michigan.  From that, I volunteer now
  


 6        and pay on my own dollar to teach people about solar cooking
  


 7        in Michigan year round, but that's a little bit esoteric.
  


 8                  I'd like to discuss some of the data and studies
  


 9        that I've submitted.  And so I'm just going to be reading
  


10        this in the interest of time.
  


11                  In terms of base load, with wind power, according
  


12        to studies from Stanford University, and I have that in the
  


13        papers I've given, you can have a predictable, reliable, 47
  


14        percent of the wind power generated as a predictable base
  


15        load that companies and utilities can depend upon.
  


16                  Also in terms of speed of creating wind generation,
  


17        UC Berkley noted that Germany, in five years, went from no
  


18        discernible wind power for the country's generation, to 25 to
  


19        50 percent of wind power generated at peak from just wind.
  


20                  So we do have better -- we have much better
  


21        potential than Germany does, who is getting a significant
  


22        portion of their electric.  I would encourage our RPS to be
  


23        significantly higher.
  


24                  It's cheaper to save fuel than to pay for fuel,
  


25        which we heard earlier.  An efficiency investment recently
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 1        made to the Empire State Building demonstrates a rate of
  


 2        return far faster than expected saving 2.4 million dollars in
  


 3        energy costs in a single year during their first year, which
  


 4        was far better than they expected.
  


 5                  Also, in terms of studies here, power companies in
  


 6        multiple instances have underestimated the potential for
  


 7        renewable energy to benefit their bottom line, their survival
  


 8        and profit, as well as benefit their customers.  So that's
  


 9        just an additional comment.
  


10                  I have many more comments on the notes that I've
  


11        submitted.  But also for me personally, I am the third
  


12        generation, perhaps last generation of black farming family
  


13        in South Haven.  Having renewable energy, even wind turbines
  


14        would help, as it's helped many farmers in Iowa and many
  


15        farmers who have wind turbines on their property, not to
  


16        replace income, but to allow investment so that you can keep
  


17        your family farms.
  


18                  So I see that as another option and opportunity for
  


19        us.  Thank you very much.
  


20                  DIRECTOR STEVE BAKKAL:  Dan?
  


21                  MR. DAN ALWAY:  Good afternoon, my name is Dan
  


22        Alway.  I'm a graduate of this fine institution, Western
  


23        Michigan University in manufacturing.  Also I have an
  


24        associate degree from Kalamazoo Community College in drafting
  


25        and design.
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 1                  I'm an NABCEP certified solar PV installer, also
  


 2        part owner of Four Elements Energy that's an installer of PV
  


 3        and other renewable energy systems.  I also was an owner and
  


 4        operator of a small business that made solar powered
  


 5        refrigerators for off-grid homes.
  


 6                  I want to just give you a little information about
  


 7        what solar is and what it can do because we kind of walk away
  


 8        from that just a little bit.
  


 9                  Let's talk about one solar panel, typically 250
  


10        watts.  It's about three-and-a-half feet, a little less than,
  


11        by five-and-a-half feet.  If you want to see one Western
  


12        Michigan University has a large array of over 100 panels next
  


13        to Miller Auditorium.
  


14                  In bright sunlight this means this 250 watt panel
  


15        is equivalent to the usage of five fifty-watt light bulbs, or
  


16        16 15-watt compact fluorescents.  And that's in Michigan,
  


17        that's the output in Michigan.  And that information came
  


18        from some sites that we have and from, also from Western
  


19        Michigan University's other installations.  The average is
  


20        about 1.3 kilowatt hours per watt.  It may not be meaningful,
  


21        but compared to the rest of the world it isn't too far off
  


22        what you might be getting in Florida or Arizona.
  


23                  The output from one of these panels can run a
  


24        plug-in hybrid such as a Chevy Volt about a thousand miles a
  


25        year.  Over the 40-year life of the solar panels, it would be
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 1        about 40,000 miles.  That's off of one solar panel.
  


 2                  That is equal to about or something over a thousand
  


 3        gallons of gasoline over its life, which in today's dollars
  


 4        or today's gas prices is about $4,000.
  


 5                  Now we can have a choice there.  We can spend that
  


 6        $4,000 buying gas or more as the price goes up; or we can
  


 7        spend about $750 or less, depending on how big the
  


 8        installation is, to put up the solar panel and then use the
  


 9        $4,000 in our communities to do, to spend like what's called
  


10        slow money, which is money that's spent in the community and
  


11        remains in that community to be bought and passed around to
  


12        different people as they, as the money goes, whether it be
  


13        buying food or artwork, let's say from local artists or
  


14        whatever, keep that money in the community.
  


15                  And that creates jobs in our communities as opposed
  


16        to sending the money, three-quarters of it as we said out of
  


17        the state because we don't do much with gas.
  


18                  Time to conclude it says, okay.  The biggest way to
  


19        promote this in the state, the best way, the fastest way, the
  


20        tested way is a feed-in tariff, and Michigan has had a
  


21        successful feed-in tariff in the past.  It wasn't limited.
  


22        The new feed-in tariff that Consumers Energy has out there is
  


23        very limited and is hurting our industry, so I would like
  


24        them to have an unlimited feed-in tariff and make this go in
  


25        state.
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 1                  And what it's all about is, what solar is all about
  


 2        is about jobs.  It's about clean air, and it's also about
  


 3        jobs.  It's about clean water, and it's also about jobs.  And
  


 4        it's for a better quality of life and a better Michigan,
  


 5        thank you.
  


 6                  DIRECTOR STEVE BAKKAL:  Sister Virginia?
  


 7                  SISTER VIRGINIA JONES:  Thank you, Mr. Chairman and
  


 8        Mr. Director.  I appreciate the opportunity to speak today.
  


 9        I'm Sister Virginia Jones, a member of the Sisters of St.
  


10        Joseph here in Kalamazoo.  However I'm speaking today as a
  


11        citizen concerning about Michigan's energy future.
  


12                  I applaud the Governor for establishing these
  


13        forums and for listening to the people of Michigan who
  


14        overwhelmingly believe that our state should continue to
  


15        increase investments in renewable energy and energy
  


16        efficiency.  More questions need to be addressed during this
  


17        discussion.  There is a notion of cost benefit analysis as it
  


18        relates both to current energy production and renewable
  


19        energy.
  


20                  I want to encourage the Governor and the Commission
  


21        to look beyond the traditional approach to cost benefit
  


22        analysis, which is very short term.  I'd encourage you to
  


23        look rather to the long term so that you can include other
  


24        kinds of concerns in cost discussions.
  


25                  Of course one focus of such analysis needs to
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 1        discuss issues related to jobs and the immediate economic
  


 2        impacts of the decisions on plans that are implemented.  I
  


 3        urge you to consider as well the long-term consequences that
  


 4        relate to public health, and what I would call social
  


 5        justice, that is the quality of life for all of our citizens.
  


 6        We know that 60 percent of Michigan's electricity comes from
  


 7        dirty and outdated coal plants that emit dangerous levels of
  


 8        mercury and other toxins, causing lung disease, heart
  


 9        problems and even premature death, and that our children and
  


10        senior citizens are most vulnerable to this dangerous
  


11        pollution.  The costs related to their healthcare and the
  


12        burdens of their ill health that they bear as a result of
  


13        this should be considered as any part of a cost benefit
  


14        analysis.
  


15                  As a person who has suffered from high mercury
  


16        levels in my body for a number of years, I am very, very well
  


17        aware of the burden of pain and suffering and cost related in
  


18        trying to deal with those kinds of issues, and I'm just one
  


19        person.  And I'm just one person.
  


20                  It is time that we make public health and the
  


21        social consequences of our decisions, part of our energy
  


22        discussions.  A long-term energy plan that includes more
  


23        renewable energy and energy efficiency can help address these
  


24        concerns.
  


25                  In addition, whatever steps we take as we plan for
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 1        our energy future, should also take into consideration the
  


 2        impact of the methods of energy generation on our other
  


 3        natural resources, especially our waters.  We can not afford
  


 4        to pollute this valuable resource which is so vital to life
  


 5        itself.
  


 6                  Thank you for this opportunity to present this
  


 7        perspective which is shared by many in the faith community.
  


 8                   MR. MARTIN STONE:  I'd like to thank the
  


 9        Commission for holding these hearings and giving me the
  


10        opportunity.
  


11                  My name is Martin Stone.  I'm the recently retired
  


12        president of the Amalgamated Transit Union Local here in
  


13        Kalamazoo, representing the transit workers.  We represent
  


14        transit workers in the United States and Canada.
  


15                  Investment in public transportation is a big
  


16        opportunity to increase energy efficiency.  I'm here today
  


17        because I care about a better future for our state's economy
  


18        and environment for my own and future generations.
  


19                  A pro-growth agenda in Michigan that diversifies
  


20        our energy supply and creates jobs, must include renewable
  


21        electricity in maintaining and expanding clean energy
  


22        investments that have already opened the door to make
  


23        Michigan a powerhouse in the renewable energy and renewable
  


24        energy manufacturing sector.
  


25                  I'm here to respond to the question, how much
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 1        renewable energy will be operational in Michigan by the end
  


 2        of 2015?  What is the total dollar amount of Michigan's
  


 3        renewable investment to date and expect to be when the 10
  


 4        percent goal is reached in 2015?
  


 5                  Renewable energy holds tremendous promise for
  


 6        Michigan.  The manufacturing industry especially can benefit
  


 7        from investments.  Nationwide more than 300 clean energy and
  


 8        clean transportation projects that are expected to create
  


 9        110,000 jobs were announced in 2012.  This is why we need to
  


10        expand our commitments to expanding renewable energy in our
  


11        own communities.
  


12                  All but three of Michigan's 72 utilities are on
  


13        track to meet the target requiring electric utilities to
  


14        generate at least 10 percent of their energy from renewable
  


15        sources by 2015, according to a National Resource Defense
  


16        Council report.  There are currently 121 companies that
  


17        supply wind components employing 4000 workers.  The state has
  


18        26 additional wind projects announced and under -- or under
  


19        development which will amount to an additional 3000 megawatts
  


20        if all projects come up to fruition.
  


21                  21 companies in Michigan manufacture components for
  


22        the solar market employing 6300 workers.  Michigan's
  


23        renewable energy standard has resulted in 1.79 billion in
  


24        investments through 2012.  These hearings are highlighting
  


25        the important fact that we should renew efforts to expand
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 1        investment in renewable energy.
  


 2                  Initiatives that continue to promote the
  


 3        development of clean energy, renewable energy, must continue
  


 4        to be a priority.  Expanding renewable energy can help to
  


 5        clear the obstacles blocking our way to even more progress
  


 6        and keep the American economy on steady ground.
  


 7                  Thank you.
  


 8                  DIRECTOR STEVE BAKKAL:  Thank you.
  


 9                  Our next four speakers are Michelle Rison, Brett
  


10        Little, Samuel Fields, and Chad Jones.  If you could come up
  


11        to the front, please.
  


12                  And Michelle Rison, come up to the front right now.
  


13                  MS. MICHELLE RISON:  Thank you.  I'm Michelle.  I
  


14        partook in the first graduating class in Michigan Tech's
  


15        Environmental Engineering Program some 22 years ago.
  


16        Environmental illness has become recognized since the
  


17        environmental engineers came to be.
  


18                  Most have heard of chemical sensitivities or sick
  


19        building syndrome.  Today I will speak about
  


20        electro-hypersensitivity or EHS.  My focus is health, safety
  


21        and cost.  I'm inspired to speak of my personal situation
  


22        after Cary Shineldecker shared his family's tragic experience
  


23        with the Mason County Wind Farm at the Grand Rapids Forum.
  


24                  For many of you EHS is a new term.  EHS is related
  


25        to electromagnetic radiation.  Electromagnetic radiation is
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 1        unseen, surrounds us, and is known as electro-smog.  Most
  


 2        have never considered that electro-smog can be felt or affect
  


 3        one's body.  One doesn't consider something electrical when
  


 4        they are tired, feel less than stellar, or when their mind is
  


 5        discombobulated.  Try noting this potential connection
  


 6        sometimes.
  


 7                  Let us speak of health.  Our bodies are electrical
  


 8        in nature.  We have an explosion of electrical-brain related
  


 9        illnesses such as Alzheimers, autism, ADD, MS and depression.
  


10        We have mystery illnesses such as fibromyalgia, chronic
  


11        fatigue syndrome, and brittle diabetes, and a rise in cancers
  


12        including the brain and prostate areas, most near our cell
  


13        phones.  Please see the Bio-Initiative Report of 2012.
  


14                  We're also a country of sleep deprived individuals.
  


15        Who here, with a show of hands, falls asleep easily and
  


16        unaided, stays asleep, and awakens happy, alert and refreshed
  


17        each morning?  Have you considered your sleeping
  


18        environments?  Do you recall camping as a kid, away from
  


19        everything and how well you slept?  Was it the fresh air or
  


20        the lack of all things electrical?
  


21                  Consider where you sleep now.  Are you near your
  


22        electric meter service panel?  Do you have water or gas pipes
  


23        beneath you that could carry electrical anomalies?  How about
  


24        furnaces or AC units, cable, TV, wi-fi or satellite?
  


25        Consider what techno gadgets are on, baby monitors, DECT
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 1        phones, cell phones, computers, television, CFL lights and
  


 2        even some LEDs.  All of these emit electro-smog, I challenge
  


 3        you to explore unplugging for the next four weeks to see if
  


 4        your sleep patterns change.
  


 5                  I have one minute left, okay.  I'll talk about my
  


 6        personal situation.  Anomalies exist such as stray voltage,
  


 7        current, frequencies, electrostatic charges, sparking, and
  


 8        impulses and are present on electric, gas, water, cable, and
  


 9        tele-utilities.  These are grid issues that are not being
  


10        addressed.  Smart Meters will only compound this.
  


11                  These issues are present at my home and in my
  


12        neighborhood.  I can sense these anomalies and feel them
  


13        throughout my body.  The electric company considers this
  


14        normal.  What the utility deems as normal has kept me from
  


15        living in my home for the better part of three years.
  


16                  Which leads to my personal health circumstances.  I
  


17        actually had the power removed from my property and lived
  


18        without it for six months.  Electricity is precious.
  


19        Refrigeration is a Godsend.
  


20                  I became electro-sensitive because of electrical
  


21        anomalies present at my home.  I had been unable to sleep for
  


22        more than a few hours a night for months on end.  My body
  


23        sizzles and shakes when in a sensitized state.  I can sense
  


24        impulses that put me in a continual state of terror at a
  


25        cellular level.  My mind is affected.  EHS is absolutely
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 1        intolerable.
  


 2                  I've been hospitalized some ten weeks of the past
  


 3        six months.  The bill to my insurance company for the first
  


 4        hospital stay was $64,000.  I have yet to receive the second.
  


 5        What a burden to our healthcare system.
  


 6                  I stopped counting at 18 back in November how many
  


 7        times I've moved since June.  I stopped counting at 100,000
  


 8        what this has cost me out of pocket.
  


 9                  I recently found two therapies that have helped.  I
  


10        have had my metal mercury fillings removed, and now have my
  


11        memory erased every other week with electroconvulsive shock
  


12        therapy so I can continue to walk this planet.
  


13                  There are many like me.  My question to this forum,
  


14        is it truly cost effective to exchange our health for real or
  


15        perceived energy savings?  Before we move any further, we
  


16        need to consider the health effects of what already exists
  


17        and any new technologies we plan to add.
  


18                  I'm one of Nick's externalities that he spoke of.
  


19        Thank you.
  


20                  MR. BRETT LITTLE:  Hi, my name is Brett Little and
  


21        I am the executive director at the Alliance for Environmental
  


22        Sustainability.  We are a nonprofit located in Grand Rapids,
  


23        Michigan that serves the midwest in high performance home
  


24        education, consulting and third-party verification.
  


25                  One of the quick things I want to go over here is


Michigan Energy Public Forum


116







O'Brien & Bails Court Reporting & Video
1.800.878.8750 - Michigan Firm No. 8029


 1        that most of these debates are between what I would say
  


 2        energy generation, big fossil fuel versus big wind is really
  


 3        what we see here.  And so I want to kind of bring energy
  


 4        efficiency to the conversation.  Energy efficiency is usually
  


 5        not very sexy.  It's something that you can't see.  So it's
  


 6        something that's important that we need to focus on and have
  


 7        that conversation around it.
  


 8                  Again, we've done consulting and studies and
  


 9        research on over a thousand homes that we've helped to
  


10        retrofit, remodel and build new to higher energy efficient
  


11        standards.  And based on our research and some studies I've
  


12        done on my own house, we've come up to the conclusion that
  


13        you could invest 20 to $40,000 in what I would say is a
  


14        moderate residential energy upgrade and save 50 percent in
  


15        your energy, gas and electric.  You could spend 50 to 100,000
  


16        in what I would call deep energy retrofits saving you from 50
  


17        to 90 percent in energy reduction.
  


18                  So just real quick off the back of the notes
  


19        calculation, we spent 31 billion dollars in energy in 2009,
  


20        exporting money out, importing energy.  There are 3 million
  


21        homes in Michigan, and one-fourth of that cost went to fuel
  


22        and give energy to those homes.  So that's probably about 7
  


23        billion dollars that went to power our homes.
  


24                  If we were to just take my estimate of $30,000 per
  


25        home to improve it, to get a 50 percent energy reduction,
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 1        that would be about 90 million dollars.  So from there that's
  


 2        90 million dollars invested through all of our homes, and we
  


 3        could reduce 50 percent, so that's about 3.5 billion dollars
  


 4        saved right there.
  


 5                  And then there is multiple benefits attributed to
  


 6        getting into that.  I didn't also mention that that money
  


 7        went to improve the indoor air quality of your house which
  


 8        could reduce public health costs.  It would go to improve
  


 9        water efficiency, and less water being sent to be processed
  


10        means less chemicals, less energy being processed.  It also
  


11        goes to improve the durability of the home if you're in there
  


12        and do it right.
  


13                  So my recommendations are training and education to
  


14        homebuilders, to consultants, to appraisers, to remodelers,
  


15        to code officials on how to do this.  Greening the Multiple
  


16        Listing Service so that way we have a way to identify these
  


17        costs.  Third-party verification and oversight on all homes
  


18        that are being sold, and coming up with other incentives on
  


19        how to do that.
  


20                  Thank you for your time.
  


21                  MR. SAMUEL FIELD:  Director, Chairman, my name is
  


22        Samuel Field, I'm an attorney in Kalamazoo, and I want to
  


23        talk to you about the very wanton topic of property taxes.
  


24                  I'm the co-founder and owner of Helios Solar.  We
  


25        have various solar projects we built.  I want to tell you


Michigan Energy Public Forum


118







O'Brien & Bails Court Reporting & Video
1.800.878.8750 - Michigan Firm No. 8029


 1        specifically about those and their relevance to this topic.
  


 2                  One of them is a Kalamazoo solar project that's in
  


 3        Galesburg Township.  It's 158.8 kilowatts.  I believe it's
  


 4        still the largest input of solar energy to Consumers Energy
  


 5        at this time.  It produces about 225 megawatt hours of power
  


 6        a year.
  


 7                  We received a property tax assessment our first
  


 8        year of $27,000.  That works out to about 13 cents per
  


 9        kilowatt hour, more than the retail value of the electricity
  


10        that we're producing.
  


11                  The second project I want to tell you about is the
  


12        project we built at Hackett High School, it's a 20 kilowatt
  


13        project.  We believe the property tax assessment we received
  


14        this year is $2100 which amounts to about 8 cents per
  


15        kilowatt hour.
  


16                  By comparison, I researched what property tax
  


17        burden is being paid for the Palisades Nuclear Power Plant.
  


18        They produce about 5.8 gigawatts of power and pay about 12
  


19        million dollars in property tax.  That works out to about .2
  


20        cents per kilowatt hour of production.  We pay -- after three
  


21        years of litigation, I had the advantage of having my own
  


22        captive lawyer, being myself.  After three years of
  


23        litigation, spending about somewhere between 25 to $50,000
  


24        worth of time, $28,000 out of pocket, I won the Kalamazoo
  


25        solar litigation, with the tax tribunal.  And so now the
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 1        assessor there is only trying to charge me somewhere between
  


 2        4 and 7 cents per kilowatt hour for the privilege of
  


 3        operating in their township.
  


 4                  I would submit to you that an energy policy with
  


 5        the state ought to fairly treat renewable energy taxation
  


 6        versus conventional energy taxation.  I used to have the view
  


 7        that there should be a total abatement of property taxes for
  


 8        renewable energy, but I've become more modern now.  I just
  


 9        think it should be the same for all of us.
  


10                  The legislature should simply define an amount,
  


11        let's say a quarter of a cent per kilowatt hour, that's paid
  


12        in property tax by any generator of electricity, be it solar,
  


13        wind, nuclear, coal, whatever.
  


14                  Thank you very much for your time.
  


15                  MR. CHAD JONES:  Good afternoon.  I'm Chad Jones,
  


16        I'm the Vice President of Parker-Arntz Plumbing & Heating, a
  


17        full-service mechanical contractor, and its recently-formed
  


18        subsidiary, Eco-Refrigeration out of Greenville, Michigan.
  


19                  Let me first thank Director Bakkal and Chairman
  


20        Quackenbush for this opportunity to share our insights today.
  


21                  We're contractors.  We're on the frontline of
  


22        energy conservation measures and we appreciate being heard.
  


23                  I want to tell you about a few issues that prevent
  


24        us from even greater success and progress.  Also point out
  


25        what appears to be working very well for us.
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 1                  Let me begin with the treatment of different energy
  


 2        classes and use of incentives to promote energy savings in
  


 3        both new and existing commercial and residential projects,
  


 4        and especially market rate or income qualified multifamily
  


 5        properties.
  


 6                  Regarding the treatment of utilities classes, some
  


 7        of our clients hold properties operating in multiple utility
  


 8        service regions, and some clients who operate similar HVAC
  


 9        systems installed in different buildings find them
  


10        inconsistently incentivized.  Situations like these lead to
  


11        multiple challenges for both property management and
  


12        contractors like Parker-Arntz as we work together to improve
  


13        efficiency.
  


14                  The first challenge is that of incentive levels.
  


15        Incentive processing and contractor compensation are
  


16        different for the same measures across various programs.
  


17        Consider as an example, a standard boiler tune-up in a
  


18        typical five-unit property at 110 MBH, DTE offers $1.36,
  


19        which is equal to $150 for that tune-up.  Consumers for the
  


20        same project offers $27.50, and Efficiencies United offers
  


21        $23.10.
  


22                  Not only are there differences between utility
  


23        companies, there are also differences between various
  


24        programs within a single company.  We believe that unified
  


25        incentives with the utility incentive programing will benefit
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 1        everyone.  Another situation arises when people or a property
  


 2        owner has similar systems installed in buildings with a
  


 3        different rate code.  Again the incentives, incentive
  


 4        processing and contractor compensation can vary
  


 5        significantly.
  


 6                  Take for example two 24-unit properties, managed by
  


 7        the same management company, located two miles apart, and
  


 8        virtually using the same HVAC system.  One of the things that
  


 9        we have looked at is there is a big difference, and it
  


10        confuses and frustrates the property owners.  One qualifies
  


11        for all measures, the other qualifies for none.
  


12                  We think energy optimization incentives go directly
  


13        to the triple bottom-line of Michigan's sustainable future,
  


14        and encourage the MPSC as well as other policymakers to
  


15        ensure these incentives continue their significant impact.
  


16        We'd also like to propose creating incentive mechanisms for
  


17        even deeper energy savings measures.
  


18                  My direct responsibilities at Parker-Arntz were
  


19        this year, in 2013 we did 251 boiler tune-ups, 5032 furnace
  


20        tune-ups, installed 1909 programmable thermostats, 2257
  


21        high-efficiency shower heads, 5,000 faucet aerators, 15
  


22        boiler reset controls, and over two miles of pipe wrap.  What
  


23        we did is we did $449,000 worth of work as a give, and as a
  


24        gain we did $670,000 in additional work.
  


25                  My question to you is let's keep these programs
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 1        working, we're a small contractor, we hired nine employees
  


 2        this year, and we really made this program work.
  


 3                  Thank you very much for your time.
  


 4                  DIRECTOR STEVE BAKKAL:  Our next four speakers are
  


 5        Mr. Larry Kaufman, John Taylor, Matt Rosendaul, and Wendy
  


 6        Denning.
  


 7                  MR. LARRY KAUFMAN:  Thank you very much for having
  


 8        us.  My name is Larry Kaufman, I'm the Executive Director of
  


 9        the Michigan Geothermal Energy Association, an association
  


10        that promotes the use of geothermal heat pumps in Michigan
  


11        which lowers people's utility bills and creates jobs in
  


12        Michigan.
  


13                  Now for full transparency, I was the energy expert
  


14        at DTE Energy for 17 years, I retired in November.  So my
  


15        comments do not reflect DTE, although they agree with them.
  


16        I'm also the Vice President of the Michigan Interfaith Power
  


17        and Light, they've spoken at most of your events.  I'm also
  


18        not speaking on behalf of them today.
  


19                  What I'm here today to talk about is geothermal.  I
  


20        installed a geothermal in my house in 1998.  I have a 2600
  


21        square home with a 1200 square foot basement.  I keep my
  


22        house at 72 degrees, I prefer 71, my wife prefers 72, so we
  


23        keep it at 72, and 73 in the summer.  During the past 14
  


24        years, my heating and cooling bill has averaged about $60 a
  


25        month.  It is my opinion that you can not have a serious
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 1        conversation about energy optimization without including
  


 2        geothermal.  I have 60 CFLs in my home.  They pay for me to
  


 3        take my wife out to dinner once a month.  My geothermal pays
  


 4        for me to go on my summer cruise this summer.  But I'm not
  


 5        here to talk about energy optimization either.  I'm here to
  


 6        talk about geothermal as a renewable source.
  


 7                  Why is my geothermal five times as efficient as a
  


 8        furnace and twice as efficient as an air conditioner?  It's
  


 9        because the ground is a constant temperature of 50 to 55
  


10        degrees year round.  Why is the ground that warm?  It's
  


11        because the sun heats the earth.
  


12                  Now I also have 2.4 kW of solar panels.  I
  


13        installed that two-and-a-half years ago.  The sun shines on
  


14        my panels, they create and I convert them to electricity.
  


15        The electricity is used in my house and I sell the excess
  


16        back to DTE at 11 cents a kilowatt hour, great program.
  


17                  Geothermal is really the same if you think about
  


18        it.  The sun heats the ground.  The ground stays at a heated
  


19        temperature of 55 degrees, and the geothermal uses that heat
  


20        in the ground.
  


21                  Now let's talk about the summer when we compare
  


22        apples to apples, and we talk about geothermal versus an
  


23        electric air conditioner, electricity to electricity.
  


24                  The electricity the geothermal is using is only
  


25        half as much of the electricity in the summer because of the
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 1        heat in the ground, and as we talked earlier saving 50
  


 2        percent of electricity is better than producing 50 percent
  


 3        because you lose transmission, you lose in production.
  


 4                  Rob Dersksen from the Michigan Energy Services
  


 5        calculated that my four-ton geothermal system will reject
  


 6        8021 kilowatt hours into the earth.  My 2.4 kW solar panel
  


 7        produces about 1700 kilowatt hours a year, of which 1400 is
  


 8        during the summer.  Therefore the geothermal system is
  


 9        producing about five times the kWh as my solar.
  


10                  Both systems cost me about 20,000 to install.  Even
  


11        if you're saying it's only 50 percent versus air conditioning
  


12        in savings, it's still going to make geothermal far more
  


13        competitive and far more efficient than a solar.
  


14                  Therefore, I think that the commission should make
  


15        geothermal a renewable source similar to solar so that we get
  


16        paid for converting RECs.  Because I've often asked DTE, can
  


17        I get paid for my RECs in converting to geothermal?  Because
  


18        it's really more efficient.
  


19                  Now the two questions you're going to ask is one,
  


20        what is the effect on the carbon footprint; and two, how does
  


21        it affect the utility?  In terms of carbon footprint, DTE
  


22        made a study seven years ago and found that geothermal is the
  


23        same or better than natural gas.  That's when we had no wind.
  


24                  Now that we have 10 percent wind, geothermal will
  


25        be a far better footprint than gas.
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 1                  Second, in terms of production, any manufacturer
  


 2        will tell you the best production, most efficient, lowest
  


 3        cost is to have the same production flat year round.  In the
  


 4        winter utilities have excess capacity, and geothermal will
  


 5        add usage so that actually is a benefit for them.  In the
  


 6        summer geothermal is twice as efficient as an air conditioner
  


 7        so it's going to lower the capacity.
  


 8                  So what it will do is flatten the usage which makes
  


 9        them more efficient to run and lowers utility rates.  So
  


10        geothermal will help both in the efficiency, it will help in
  


11        the carbon footprint, it lowers customer's bills which gives
  


12        them more money to spend and improves the Michigan economy.
  


13        And my time is up.  Thank you.
  


14                  MR. JOHN TAYLOR:  Thank you for the opportunity to
  


15        speak.  I didn't come with any prepared remarks, I wasn't
  


16        even prepared to speak, but I came to listen and learn as
  


17        much as possible.
  


18                  But one of the things that really struck me during
  


19        this conversation was the lack of the sustainability during a
  


20        lot of these presentations.  And to me what sustainability
  


21        means is not just looking for the short-term profit or how
  


22        you can achieve cheap energy for the short term, but how do
  


23        you have a long term-plan that will be there for our future
  


24        and for our children's future?
  


25                  One of the things that I think that sustainability
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 1        means to me is looking at all the costs, looking at every
  


 2        different factor, what it's going to cost to produce our
  


 3        energy.
  


 4                  And one of the comments that was made earlier is do
  


 5        we have enough money to buy groceries or to pay the electric
  


 6        bill?  So another cost that needs to be factored in is the
  


 7        higher potential for children's asthma medication, or the
  


 8        higher potential for costs associated with health risks
  


 9        associated with mercury poisoning.
  


10                  I think that renewables need to be a focus.  I
  


11        think we need to be more in line with other states in our
  


12        area.  And that's basically what I have to say.  Thank you.
  


13                  MR. MATT ROSENDAUL:  Thank you, Commission, for
  


14        holding these forums.  It feels good to be back on campus, I
  


15        wish I had a little more time to walk around.  I have my
  


16        little pin on, I'm an alum, go Broncos.
  


17                  My name is Matt Rosendaul, and I own the company
  


18        Great Lakes Home Performance and we conduct home performance
  


19        analysis.  And it's nice to see that there are some other
  


20        contractors here talking about the same things, but I'm going
  


21        to talk about a couple new items.
  


22                  And the title of my little talk here is Sustainable
  


23        Energy Optimization Programs Through Market Creation.  And
  


24        what I'd like to see is energy optimization programs that
  


25        will target fewer homes with deeper and more durable energy
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 1        savings measures by fostering home performance businesses in
  


 2        creating a market demand for their services.
  


 3                  As a result of PA295 and other stimulus programs,
  


 4        there are dozens of new businesses employing hundreds of home
  


 5        performance and energy professionals in the state and we
  


 6        heard several of them here today.
  


 7                  And one of my concerns with the incentive-based
  


 8        programs that we have right now is that those businesses are
  


 9        dealing with a market which is becoming addicted to rebates
  


10        and incentives.  And what I would like to see is that now
  


11        that we have created this new industry here in Michigan, I
  


12        would like to create more market transformation out there to
  


13        create a poll so that homeowners are more interested in
  


14        getting those savings.
  


15                  And so what I'd like to see is the next version of
  


16        this legislation support this market in the following ways;
  


17        fund the recruiting, training and equipping of energy
  


18        efficiency companies and professionals, offer incentives for
  


19        the contractors who perform high-quality work, continue
  


20        customer incentives to install improvements but with
  


21        additional rebates for the contractors as an incentive to
  


22        sell those improvements, an emphasis on rebates directed to
  


23        the contractor directly because in most of these programs the
  


24        homeowner can assign the rebate to be given directly to the
  


25        contractor, so that it's an extra incentive to help them


Michigan Energy Public Forum


128







O'Brien & Bails Court Reporting & Video
1.800.878.8750 - Michigan Firm No. 8029


 1        sell.  And I should say all this stuff sounds maybe a little
  


 2        bit self-serving but I'll also tell you that I don't do any
  


 3        rebates in my business.  My business -- I work mostly with
  


 4        new construction, I work a lot in the propane and electric
  


 5        co-op areas.  So I'm not enrolled in the DTE and Consumers
  


 6        Energy programs.  I'm maybe on the periphery of some of those
  


 7        things but I don't actually get any of those things.  But I
  


 8        think this is the direction it needs to go.
  


 9                  Also the creation of a system where a customer can
  


10        pay for a portion of their improvements through the savings
  


11        that they generate.  And also an increased use of the home
  


12        energy rating system in real estate transactions, especially
  


13        greening of the MLS.  And that's already being done in
  


14        Traverse City actually.  And you can search for a home that
  


15        has a particular HERS rating score in Traverse City.  And
  


16        there is actually legislation in Washington right now being
  


17        proposed that would make that a part of the calculation for
  


18        home energy mortgage calculations and stuff.
  


19                  So the outcome of this legislation -- I see my time
  


20        is up.  The outcome of this legislation needs to be a
  


21        free-market system where customers demand improvements, they
  


22        can find qualified contractors, and they can enjoy those
  


23        savings alone as their incentives.
  


24                  The outcome for Michigan is not only energy
  


25        reduction and environmental stewardship, but the creation of
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 1        businesses and jobs and a well-trained workforce.
  


 2                  Thank you.
  


 3                  MS. WENDY DENNING:  Thank you.  I am Wendy Denning,
  


 4        I am here speaking on my own behalf.  I had signed up to
  


 5        speak about wind technology, however Jan from the Sierra Club
  


 6        has covered all of my points, so I'm going to move on to some
  


 7        of my other comments.
  


 8                  I saw Governor Snyder at a presentation he made at
  


 9        the Kellogg Biological Station in November on energy and
  


10        resources in Michigan.  At that presentation he said the next
  


11        worldwide commodity is going to be water.  He said that he
  


12        could not impress upon us how valuable water is going to be
  


13        in the future.  Lucky for us Michiganders, water is Pure
  


14        Michigan's greatest natural resource.
  


15                  I can concur with Governor Snyder about the
  


16        importance of fresh water, we need to protect it.  And as a
  


17        result I am here to speak out against drilling for gas in
  


18        Michigan.  I understand I only have three to five minutes
  


19        which is not enough time to even scratch the surface of the
  


20        dangers of slick water horizontal hydraulic fracturing and I
  


21        will do my best to briefly defend my objections.
  


22                  A year ago if I had been asked if I thought
  


23        drilling for natural gas was a good idea, I would have said
  


24        heck yeah.  And then last summer I learned about the sale of
  


25        the mineral rights in the Barry County State Game Area which
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 1        is in my backyard, so I decided I needed to do a little
  


 2        homework.
  


 3                  I began my research on Michigan DEQ and DNR
  


 4        websites.  The websites assured me there have not been any
  


 5        incidents or accidents as a result of gas drilling in
  


 6        Michigan, and that it's been going on for over fifty years.
  


 7                  I expanded my research to other states and
  


 8        discovered there have been many very serious incidents of
  


 9        public harm in areas near well sites.  I learned that the
  


10        information on the DNR and the DEQ's website are extremely
  


11        elementary and incomplete.  Drilling has been going on
  


12        without incident in Michigan for over fifty years; however
  


13        slick water horizontal hydraulic fracturing, or fracking, is
  


14        only about ten years old, and there are, I believe, not more
  


15        than fourteen slick water horizontal hydraulic fracturing
  


16        wells in Michigan.
  


17                  So the DNR and the DEQ websites are very
  


18        misleading.  I was shocked and disappointed.  The DEQ and the
  


19        DNR are the very safety organizations I count on for accurate
  


20        information regarding the environment.  It's my expectation
  


21        that the DEQ and the DNR, as well as my electric
  


22        representative, will learn all that is humanly possible about
  


23        an issue affecting public health, especially when it's an
  


24        issue whereby my elected officials will be making decisions
  


25        that will affect my quality of life.
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 1                  I recognize Michigan's economy stands to gain
  


 2        enormously from fracking.  It would be one thing if America
  


 3        needed Michigan's gas, but it doesn't.  There is an article
  


 4        in Harpers explaining that North Dakota alone has enough oil
  


 5        to render the U.S. independent from foreign oil.  It also
  


 6        states there is a glut of gas and oil in America right now.
  


 7        It's not imperative to America that Michigan's natural gas be
  


 8        mined.  It is imperative to Michigan that our water be
  


 9        protected.
  


10                  I just read an article in the Kalamazoo Gazette
  


11        about a well in Kalkaska drilled by Encana Corporation where
  


12        they used over 21 million gallons of Pure Michigan water.
  


13        That's ludicrous.  And as you know the water used in fracking
  


14        is contaminated with up to 650 chemicals, many of which are
  


15        known human carcinogens.
  


16                  I'd like to know what the state is going to do with
  


17        these 21 million gallons of poisonous water per frack, and
  


18        multiple that by thousands of wells the gas companies hope to
  


19        drill in Michigan.  Where is the water coming from, and where
  


20        is the poisoned water going?  This at a time when the water
  


21        levels in Michigan and the inland lakes are at an historic,
  


22        all-time low.  This is not a good public policy.
  


23                  In the same article, the Chairman of the Michigan
  


24        House Committee on Energy and Technology stated that, "after
  


25        peer reviews of over 200 documents, the EPA failed to find
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 1        one case of underground drinking water contamination from the
  


 2        fracking process."
  


 3                  That's a very disturbing statement because other
  


 4        states indeed have had incidents of drinking water
  


 5        contamination from fracking.  I'm submitting to you an
  


 6        indepth study by scientists from Cornell University which
  


 7        states in the summary, "without complete studies, given the
  


 8        many apparent adverse impacts on human and animal health, a
  


 9        ban on shale gas drilling is essential for the protection of
  


10        human health."
  


11                  So I'm here to state I think that fracking is a
  


12        terrible idea in Michigan, and that it's very unsafe, and
  


13        that I question that our legislators have done their
  


14        homework.  And when we read on the websites that it is safe,
  


15        it indicates to me that they indeed have not done their
  


16        homework and they are obfuscating the truth.  And I think
  


17        it's a bad idea.  Thank you.
  


18                  DIRECTOR STEVE BAKKAL:  We are going to be kicked
  


19        out of here fairly soon, but I will try to get the last five
  


20        speakers in if we can all stay within our time.
  


21        Unfortunately that doesn't mean everybody will have a chance
  


22        to speak that was requested, but I do encourage you to submit
  


23        your comments online.
  


24                  The next five speakers are Sean Madden, Julia
  


25        Ludwig, Robert Alway, Jean Whittemore Sharp, and Dr. Paul
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 1        Clements.
  


 2                  Sean Madden, please come up.
  


 3                  MR. SEAN MADDEN:  First I'd like to thank you today
  


 4        for holding the hearing today on renewable energy in Michigan
  


 5        and for giving me the opportunity to give testimony.  That
  


 6        was a tough one to follow up.
  


 7                  My name is Sean Madden, I'm a 2004 graduate of
  


 8        Western Michigan University, and currently I'm employed by
  


 9        the United Food and Commercial Workers International Union,
  


10        Local 951 in Grand Rapids, Michigan.  UFCW Local 951
  


11        represents nearly 30,000 grocery, retail, meat packing and
  


12        food processing workers in the state.
  


13                  I'm here today because I believe our ability to
  


14        create a stronger, more sustainable economy for our state
  


15        depends on our ability to create and deploy clean energy and
  


16        to protect our vast natural resources.  Diversifying our
  


17        energy supply and creating jobs must include renewable
  


18        electricity, and maintaining and expanding clean energy
  


19        investments that have already worked to grow the economy.
  


20        Although clean energy investments will not directly create
  


21        jobs for UFCW members, increasing clean energy jobs in our
  


22        communities will have a very positive impact in our
  


23        neighborhood stores that our members work in.  This increased
  


24        spending will indirectly result in more and better jobs for
  


25        our members.
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 1                  I was going to specifically respond to how does
  


 2        Michigan's renewable requirements compare to other states,
  


 3        but due to the time constraints I'll keep that very brief.
  


 4                  Right now Michigan ranks firmly in the middle of
  


 5        the surrounding states, being Wisconsin, Illinois, Indiana
  


 6        and Ohio as far as our standards for renewable energy.  We'd
  


 7        like to see Michigan take the initiative and the lead to lead
  


 8        these surrounding states in clean energy jobs.
  


 9                  I think it's important that we double down on the
  


10        industries of the 21st Century and make for more energy
  


11        efficient and more competitive economy in the State of
  


12        Michigan by pursuing these clean energy industries.
  


13                  I think it's very important that we continue to
  


14        fight for a better future for our children, our
  


15        grandchildren, and in my case nieces and nephews.  That means
  


16        going beyond simply creating jobs, and the need to make sure
  


17        that these jobs are good jobs as we're protecting the
  


18        environment.  Following the Rebuilding Green, a report by the
  


19        Blue-Green Alliance, and the Economic Policy Institute, this
  


20        examined the success of the Recovery Act, which the report
  


21        shows nearly one million jobs were saved or created, and this
  


22        included many green energy jobs.
  


23                  In agreement with the Blue-Green Alliance, I
  


24        believe that the better future will be dependent on our
  


25        ability to create these good jobs while also protecting the
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 1        environment, and those are not two mutually exclusive things.
  


 2                  Thank you for your time.
  


 3                  MS. JULIA LUDWIG:  I'm Julie Ludwig.  And thank you
  


 4        Commissioner Quackenbush and Director Bakkal.
  


 5                  I live in South Haven.  In my work as a nurse I've
  


 6        been a midwife and Hospice nurse.  And I chose this work
  


 7        because I wanted to work with the most elemental aspects of
  


 8        life, birth and death.
  


 9                  I'm here today because of a version of that same
  


10        impulse, I want to speak for the most elementary components
  


11        of our human life, clean water, air, and earth.  The united
  


12        principle I see is that of an old value of stewardship, which
  


13        is kind of the opposite of cost benefit analysis, one that
  


14        goes back to the earliest Biblical times and beyond.  I'm
  


15        hoping that the main focus of these forums is to discern how
  


16        we can be better stewards of what we've been given as we meet
  


17        our energy needs.  We've got a lot of work to do.  So to be
  


18        clear, I'm here to advocate for maximal exploration and
  


19        development of clean energy.
  


20                  A place to start would be to assure that we're
  


21        using the energy we currently have wisely.  For instance,
  


22        nearly 30 percent of commercial buildings have no wall
  


23        insulation, and a quarter of the homes in the state have
  


24        single-pane windows.  We can assure long-term tax incentives
  


25        are in place for improved insulation, and thereby use what
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 1        energy we do use more effectively.  Such efforts would
  


 2        provide jobs and boost our economy.
  


 3                  One of the things that I wrote down as a specific
  


 4        recommendation is to look at the passive house concept, not
  


 5        passive energy solely, but passive house.  It's a concept
  


 6        that's used in Europe.  About 25 percent of the homes in
  


 7        Austria are built with this construction.  It's super
  


 8        insulation, excellent heat energy exchange, clean air, no
  


 9        furnace, no air conditioner, and you can heat it with a hair
  


10        dryer or by baking a cake.  So I think that's a great idea to
  


11        pursue.
  


12                  We should make sure whatever energy we use does not
  


13        consume more resources in its production than we get as an
  


14        end product.  Michigan has wind, so wind energy should be
  


15        developed.  When people speak about clean coal they act as if
  


16        it just magically appeared here, nice and clean.  I'm from
  


17        Kentucky and I can tell you that's not the case.  So we've
  


18        got to look at the externalized costs of the energy that we
  


19        use.
  


20                  Thank you very much.
  


21                  MR. ROBERT ALWAY:  Yes, I'm Robert Alway from
  


22        Otsego, Michigan.  And I'd like to comment a little bit about
  


23        my own experiences with solar electric and how that might
  


24        apply to things in general.
  


25                  I have in my house some solar panels and these days
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 1        the price of solar electric is dropping rapidly among other
  


 2        renewable energy costs.  And eventually we're going to get to
  


 3        the point where a fraction of the renewable energy on the
  


 4        grid is going to get to a point where we're going to have
  


 5        more demand for load-balancing capacity, is the term I have
  


 6        written here.
  


 7                  Basically my production maximum in my house is
  


 8        during May and June where we have the longest, sunniest days
  


 9        of the year; but my use maximum, because I'm decadent and
  


10        have air conditioning, is in July and August.
  


11                  By and large it matches the seasonal things but
  


12        there is a couple month shift there.  And with winds and
  


13        other things that was pointed out you can kind of blend
  


14        things for the overall year.
  


15                  So one of the things that I think we need to do as
  


16        a state is determine the cost value of load balancing or
  


17        storage for different time periods, whether it's daily where
  


18        you have a day and night shift, or higher winds in the
  


19        afternoon and not enough in the morning, weekly costs so that
  


20        you can balance it over a longer time period.  And as in my
  


21        home generation, perhaps seasonal where you generate perhaps
  


22        more early in the spring, and need more of it later in the
  


23        summer, what the cost of any kind of load balancing would be.
  


24                  There are a couple ways to go about that.  One is
  


25        to encourage renewable energy sources that match electric
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 1        demand patterns, so that you generate more electric during
  


 2        the day during air conditioning times, or during times when
  


 3        there is low sunlight and you need power balanced by wind
  


 4        generation.  That kind of thing, which is probably the most
  


 5        economical, and whatever incentives you need to balance out
  


 6        those different types of renewable energies.
  


 7                  And the other thing is to encourage development of
  


 8        energy storage mechanisms.  I think it was already pointed
  


 9        out there is the big Ludington Pumped Storage Plant that was
  


10        actually designed with base line power plants in mind to
  


11        adjust for variations in use.  And with many of the
  


12        renewables you'll have variations in generation that have to
  


13        be balanced against known use patterns.
  


14                  Part of this may also have to do with just better
  


15        weather forecasting as comparing that to how much power is
  


16        generated either by wind or solar or some other mechanism.
  


17                  And one other comment unrelated to that, but I
  


18        noticed going along we had one company earlier that commented
  


19        that they were moving production to Iowa because the energy
  


20        there was cheaper, and we had another comment later saying
  


21        that Iowa is one of the better states with 23 percent
  


22        renewable energy.  I'm not sure if that's connected or not,
  


23        but it's an interesting point to compare those two.
  


24                  Thank you.
  


25                  DIRECTOR STEVE BAKKAL:  Is Jean still here?  Okay.
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 1                  Dr. Paul, come up.
  


 2                  MR. PAUL CLEMENTS:  Thank you, Commissioner and
  


 3        Director.  Thanks everyone for staying this long.
  


 4                  My name is Paul Clements, I'm a professor of
  


 5        political science here at Western Michigan University.  My
  


 6        comments reenforce previous comments about monetizing
  


 7        externalities, energy efficiency and climate change.
  


 8                  Plans for Michigan's energy future need to be
  


 9        consistent with limiting global warming to 2 degrees celsius.
  


10        Today Michigan has about 17 tons of carbon dioxide emissions
  


11        per person.  We need to cut this by more than 80 percent to
  


12        below three tons per person by 2050, with similar cuts in
  


13        methane and other greenhouse gases.  Climate change threatens
  


14        Michigan's Great Lakes, our rivers, the quality of our air,
  


15        our forest, and our wildlife.  It also threatens agriculture
  


16        in Michigan, and around the country and the world.  The World
  


17        Bank says runaway climate change is likely to exceed the
  


18        adaptive capacities of many developing countries.  The
  


19        National Research Council reports that states will fail, and
  


20        when large populations subjected to famine, flood and
  


21        disease, migrate across international borders, national and
  


22        international agencies will not have the resources to cope.
  


23                  The best estimate of global allowances of
  


24        greenhouse gas emissions to keep global warming under 2
  


25        degrees celsius, is three tons of carbon dioxide per person
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 1        per year, or its equivalent in other gases by 2050.  That's
  


 2        37 years away.
  


 3                  Most energy infrastructure that we build from now
  


 4        on should last for more than 37 years.  So anything we build
  


 5        now that cuts our emission portfolio, including energy
  


 6        efficiency, by less than 80 percent, will require even
  


 7        greater reductions at greater costs in the future.
  


 8        Postponing action is a false economy.  It will only make it
  


 9        more expensive later on, as we have to replace relatively new
  


10        equipment.
  


11                  The time for Michigan to move to renewable energy
  


12        economy is now.
  


13                  Thank you.
  


14                  CHAIRMAN QUACKENBUSH:  Well thank you.  Thank you
  


15        all for coming.  I'd like to close the forum out just by
  


16        saying thank you to all the speakers.  Thank you for the
  


17        useful insights, data, reports and studies that you cited.  I
  


18        apologize we weren't able to get to every one today.  This
  


19        room is going to be used for another event in a few minutes,
  


20        and the workers need a little bit of time to come in and
  


21        prepare.
  


22                  So I'd like to say that for those of you who
  


23        submitted written comments but didn't get to speak, we have
  


24        those and we'll post those on the website.  The slides from
  


25        today will be on our website.  Transcripts from today will be
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 1        on our website in approximately ten days, and please use our
  


 2        website, Michigan.gov/energy to post future written comments
  


 3        as well.  It will be open through April 25.
  


 4                  Thank you very much.  And the next Michigan Public
  


 5        Forum will be on March 25 in Detroit.  Thank you.
  


 6                       (Forum concluded at 5:10 p.m.)
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