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The Ecology Center, the Environmental Law & Policy Center (“ELPC”), Union of
Concerned Scientists (“UCS”), and Vote Solar (collectively, the Clean Energy Organizations
(“CEQO”)), file its Reply Brief in the above-captioned DTE Gas Company (“DTE” or the
“Company”) contested rate case. While the DTE rate case encompasses myriad complex issues,
the CEO limits its focus on reply to the following issues: (1) the Company’s failure to consider
electrification and compliance with the State’s emissions reduction goals in its rate application or
brief; (2) the Company’s decision to discontinue its demand response programs; and (3) the
Company’s use of energy justice in its planning processes in future rate cases.

L. Introduction
DTE Gas knows it must adjust to a changing energy landscape. In its opening brief, the
Company acknowledges the State of Michigan’s recently passed climate goals, identifying the
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state’s “established goals for carbon neutrality by 2050, with interim emissions reductions by
2025 and 2030.” DTE Opening Br. at 75-76. However, in this case, the Company has not carried
its burden to show that it properly considered compliance with the State’s emission goals. Its
brief only discusses the State’s decarbonization goals in the context of its return on equity and
does not mention the word “electrification” once. Id. at 75.

The CEO acknowledge the Company’s mandate to operate a safe and reliable gas system,
but the Company has not explored proven alternatives to capital investment like pipeline repair.
CEO Opening Br. at 13—15. The Company also too quickly cast aside demand response. Id. at
17-23. The Company does its customers a disservice by failing to analyze the impacts of

electrification and compliance with climate goals on the system; and also equally importantly,

failing to examine proven methods to contain costs.



In addition to prudent capital spending, the CEO discussed the importance of energy
justice in utility decision-making, CEO Opening Br. at 23-25, and we were encouraged by the
discussion of this issue in DTE’s opening brief. The Company committed to “explore how the
MiEJScreen tool can be incorporated into the Company’s existing planning process.” DTE
Opening Br. at 158. The CEO are pleased with the Company’s first step, but the Company must
continue to explore ways to ensure equitable service to all of its customers.

The Commission should adjudge this rate case through these two lenses. Will the
Company’s capital spending on the gas system be used and useful in thirty years? Is the
Company’s proposed spending equitable? The Company’s business-as-usual approach introduces
unnecessary risk to its customers and fails to examine proven methods to contain costs. Because
the Company admittedly failed to consider electrification, and neglected to model or analyze
compliance with the State’s emissions reduction goals, the Commission should order the
Company to revise and refile this rate case.

II. The Company’s Opening Brief Acknowledges the State’s Decarbonization Goals
Only in the Context of Its Request for Higher Return on Equity

In testimony and in our opening brief, the CEO critiqued the Company’s forecasting,
planning, and spending proposals for a failure to consider already declining demand, the impacts
of electrification and compliance with the State’s emissions reduction goals. CEO Opening Br. at
4—15. In turn, the Company did not discuss these important trends in its opening brief. Instead,
the Company only acknowledged the State’s decarbonization goals where it suited it. DTE
Opening Br. at 75-76. According to the Company, compliance with the State’s emissions
reduction goals will introduce risk to the Company that justifies additional basis points of return
on equity, but the Company entirely failed to factor that risk into its planning around its future

investments.



The CEO, MNSC and FLO all framed large portions of their case around the impacts of
electrification on the Company’s demand forecast and the viability of its spending plans. CEO
Opening Br. at 9-15, MNSC Opening Br. at 83—-86; FLO Opening Br. at 28—-39. However, DTE
did not mention the word “electrification” once in its opening brief. In fact, the Company
conceded that its analysis supporting this case did not consider the “impacts of building
electrification.” Ex. CEO-3; CEO Opening Br. at 9.

Relatedly, the Company’s opening brief did not address the Company’s plan to comply
with the State’s emissions reduction goals when developing this rate case. See CEO Opening Br.
at 7-9; Exs. CEO-12—CEO-15. But, the Company did consider compliance with the State’s
decarbonization goals in one area. In its brief, the Company requests an increased return on
common equity, from 9.9% to 10.25%, and justifies that increase, in part, on the “increasing risk
and costs from state decarbonization policies.” DTE Opening Br. at 75. Essentially, the
Company has no plan to meet the State’s goals and no interim goals for emissions reduction, but
it does request an increase in its return on equity. Exs. CEO-12—-CEO-15; Ex. CEO-23; 2 TR
184; CEO Opening Br. at 7-9. The Company cannot have it both ways—compliance with the
State’s goals cannot be a lever to increase profitability but neglected in the Company’s forecasts
and spending proposals.

III.  The Company Prematurely Wrote Off Its Demand Response Programs and Should
Revise and Reoffer Them Going Forward

Demand response (“DR”) programs are proven to reduce costs by shaving peak on the
coldest days, which allows the Company to forego capital spending aimed at sizing the system to
meet such demand. The Company must embrace demand response and similar non-pipeline
alternatives going forward in order to contain costs and continue to reliably and safely serve its

customers as demand declines.



As detailed in the CEO’s opening brief, DTE conducted three demand response pilots in
2022 and 2023, two residential and one commercial. CEO Opening Br. at 17—18. At the
conclusion of the pilot period, the Company “made the decision not to continue with any gas DR
pilots or programs.” DTE Opening Br. at 144. The Company concluded that the programs “were
not effective” and that “it would not be reasonable or prudent to propose additional DR
programs.” Id. at 145.

As CEO witness Cebulko detailed, the Company misinterpreted the results of its pilots,
and the Commission should order the Company to work with stakeholders to revise and reoffer
them going forward. Cebulko Revised Direct, 4 TR 739-752; CEO Opening Br. at 18-23; see
also MNSC Opening Br. at 71. First, the Company’s Smart Savers program actually delivered
reduced gas consumption in four out of five events. Decker Direct, 2 TR 113. The Company
wrote off the program because of “snapback,” which is “an increase in consumption after a pilot
event ends, and results in an increase in usage as customers try to return to normal levels.” DTE
Opening Br. at 142. However, if snapback results in less gas consumption overall, a demand
response program still serves its purpose. Further, the CEO proposed several well-known
strategies for mitigating snapback, none of which the Company considered or studied as part of
the pilot. CEO Opening Br. at 21.

Second, the Company decided to discontinue its commercial pilot without adequate data
to draw a conclusion from. The pilot included two high schools and the Company called two
events. The high schools were a poor choice for this pilot, because they lack backup heat options,
and as essential facilities, cannot simply shut off their heating systems. Cebulko Refiled Direct, 4
TR 748. As witness Cebulko concluded “two events for two similarly situated customers” is not

“a robust data set for which it is reasonable to draw conclusions about a customer class as large



and diverse a[s] the commercial customer class.” Cebulko Refiled Direct, 4 TR 748; CEO
Opening Br. at 20.

Contrary to the Company’s assertion, it was not “reasonable and prudent” to discontinue
these programs. DTE Opening Br. at 145. Instead, the Company improperly cast aside a proven
solution to shave peak demand and limit capital costs without sufficient evaluation. The
Commission must reaffirm the importance of demand response and order the Company to revise
and reoffer these programs going forward.

IV.  The Company Must Follow Through and Act On Its Commitment to “Explore”
Using the MiEJScreen Tool

In testimony and in our opening brief, the CEO discussed the importance of incorporating
energy justice into the Company’s programs and spending proposals. CEO Opening Br. at
23-25. The CEO also identified several metrics the Company could begin to track to mitigate
inequality in the energy system. CEO Opening Br. at 27. The Company responded by stating that
it “intends to explore how the MiEJScreen tool can be incorporated into the Company’s existing
planning process.” DTE Opening Br. at 158. The CEO are encouraged by the Company’s
intention to better incorporate equity into its planning processes. The Company must follow
through on its commitment and actually incorporate equity into its planning processes. As the
Commission has recognized in a prior DTE Electric rate case, “more work is necessary” to
continue the project of ensuring equitable gas service. In re DTE Electric, Case No. U-20836,
Final Order at 459 (Nov. 18, 2022).

V. Conclusion

The CEO raised a broader set of issues in our opening brief, but our primary concern
remains the Company’s business-as-usual approach to planning and spending. The Company

failed to consider the State’s emissions reduction goals and the impacts of electrification on its



plan. The Commission must reject DTE’s proposed capital spending until the Company

completes the necessary analysis showing how that spending fits in with its plan to reduce

carbon emissions.
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