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I. INTRODUCTION AND QUALIFICATIONS 1 

Q. State your name, business name and address. 2 

A.  My name is Dr. Laura S. Sherman, and I am the President of the Michigan Energy 3 

Innovation Business Council (“Michigan EIBC”) and the Institute for Energy Innovation 4 

(“IEI”), located at 115 West Allegan, Suite 710, Lansing, Michigan 48933.  5 

 6 

Q.  On whose behalf are you appearing in this case? 7 

A. I am appearing here as an expert witness on behalf of Michigan EIBC, IEI, and Advanced 8 

Energy United (“United”), collectively referred to as “MEIU.”  9 

10 

Q.  Are you the same Dr. Laura S. Sherman who provided direct testimony in this 11 

proceeding?12 

A.  Yes, I am. 13 

14 

Q. Are you sponsoring any exhibits with your rebuttal testimony?  15 

A. No. 16 

17 

Q. What is the purpose of your rebuttal testimony? 18 

A. The purpose of my direct testimony is to respond to certain aspects in the direct testimony 19 

of Michigan Public Service Commission (“MPSC” or “Commission”) Staff witness Nathan 20 

L. Blizzard related to Consumers Energy Company’s (“Consumers” or “the Company”) 21 

proposed Residential Electric Heating (“REH”) rate.  22 

23 
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II. REBUTTAL OF WITNESS BLIZZARD 1 

Q. What did the Company propose in this case related to an electric heating rate?2 

A. In this case, the Company proposes a whole-home electric heating rate, called the REH 3 

rate.1 The REH rate is proposed as a technology-neutral rate with a winter declining block 4 

rate structure where the initial block rate is for the first 750 kWh of usage and the second 5 

block rate is for any usage above 750 kWh during the billing month.2 The Company does 6 

not propose to include any time of use (“TOU”) pricing during the winter months. The 7 

summer rate structure for the REH rate would remain the same as the Residential Summer 8 

On-Peak Basic Rate (“RSP”), which is a time-varying rate.39 

10 

Q. Does the REH rate, as proposed by the Company, apply only to customers with 11 

certain technologies?12 

A. No, the proposed REH is neutral with respect to technology. According to Company 13 

witness Michael C. Grondin, the rate is designed to support “heat-pump adoption through 14 

favorable winter price signals without imposing technology-specific eligibility. . .”415 

16 

1 Direct Testimony of Michael C. Grondin on behalf of Consumers Energy (“Grondin Direct”), Case No. U-22070, 
pp. 9-12. 

2 Id., p. 10. 

3 Ibid. 

4 Grondin Direct, p. 12. 
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Q. What does Staff witness Blizzard argue regarding technology limitations of the REH 1 

rate? 2 

A. Staff witness Blizzard argues in direct testimony that the Company should limit the REH 3 

rate only to customers with electric heat pumps.54 

5 

Q. Do you agree that the REH rate should be limited only to customers with an electric 6 

heat pump? 7 

A. No. Instead, I am supportive of the Company’s proposal to establish the REH rate as a 8 

technology-neutral rate open to all electric heating customers. As I explained in my direct 9 

testimony,   10 

customers who electrify their space heating often pay rates that are 11 
developed for average residential use based on summer peak demand, 12 
resulting in an inverse cost shift that overcharges customers who have 13 
higher than average winter demand. In general, all winter-peaking 14 
customers, regardless of the specific loads that result in a winter-peak, face 15 
being charged more than the cost-to-serve under the Company’s current rate 16 
structure.617 

18 

Q. What impact does this misalignment have on electric heating customers? 19 

A. This misalignment causes all customers with electrified space heating, regardless of the 20 

technology, to be overcharged under the Company’s existing rate design structure. As 21 

described in my direct testimony, an analysis from RMI and 5 Lakes Energy focused on 22 

estimating a typical residential customer’s contributions to system costs and energy bills 23 

across several Midwest utilities found both that customers would see bill increases if they 24 

5 Direct Testimony of Nathan L. Blizzard on behalf of Michigan Public Service Commission Staff (“Blizzard Direct”), 
Case No. U-22070, p. 10. 

6 Direct Testimony of Dr. Laura S. Sherman on behalf of the Michigan Energy Innovation Business Council, Institute 
for Energy Innovation, and Advanced Energy United (“Sherman Direct”), Case No. U-22070, p. 21. 
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switched from natural gas to electric heating, but also, that these same now-electric heating 1 

customers would be unfairly overcharged by hundreds of dollars every year.72 

3 

Q. Would there be equity issues associated with limiting the REH rate only to customers 4 

with an electric heat pump? 5 

A. Yes. As detailed in my direct testimony,8 multifamily apartments, especially those with 6 

low-income tenants, are much more likely to be heated with electric resistance systems 7 

than single family homes. Specifically, 30% of multifamily apartments in Michigan and 8 

Illinois have electric resistance heat.9 It is critical, therefore, that any electric heating rate 9 

is not limited only to customers with the means (i.e., cash or credit) and ability (i.e., 10 

homeowners) to install an electric heat pump. Customers without the means or ability to 11 

install an electric heat pump, but who are reliant on electric resistance heating, are more 12 

likely to be lower-income. As such, these customers stand to benefit the most from 13 

switching to an electric heating rate which appropriately aligns their cost-to-serve with 14 

their rate. Therefore, developing a rate that is technology-neutral and inclusive of all 15 

electric heating customers is critical for ensuring that low-income customers and 16 

multifamily housing occupants are able to utilize and benefit from the new rate. 17 

18 

Q. Does the REH rate, as proposed by the Company, include verification requirements? 19 

A. No. According to the direct testimony of Company witness Grondin, 20 

7 Dammel, J. Henchen, M. and Shah, A., RMI, “Electric Rates Can Help or Hinder Heat Pump Progress,” December 
5, 2024, available at https://rmi.org/resources/electric-rates-can-help-or-hinder-heat-pump-progress/.  

8 Ibid. 

9 Ibid. 
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[to] encourage participation and limit any potential administrative burden, 1 
the Company avoided verification mechanisms and instead relied on rate 2 
structure and usage patterns. Regarding delivery considerations, the 3 
Company prioritized using clear rate differentiation to RSP and opt-in 4 
strategies to support customer understanding, minimizing confusion to 5 
enrollment, and preserving customer choice.106 

7 
8 

Q. What does Staff witness Blizzard argue regarding verification related to the REH 9 

rate? 10 

A. Staff witness Blizzard argues in direct testimony that the Company should limit the REH 11 

rate only to customers who can provide proof that they have purchased and installed an 12 

electric heat pump.1113 

14 

Q. Do you have concerns with this proposal? 15 

A. Yes. As I described previously, I do not believe that the REH rate should be limited to 16 

customers who switch to an electric heat pump; instead, it should be open to all electric 17 

heating customers. Setting that aside, I am concerned that verification requirements 18 

extrinsic to customer load/usage data would be burdensome for the Company, for installers, 19 

and for customers. In addition to developing verification procedures, the Company would 20 

need to then review each application prior to approval. It is likely that such an approval 21 

process may involve multiple back-and-forth emails, phone calls, and perhaps even site 22 

visits depending on the sophistication of the customer/installer and specifics of the installed 23 

system. This would waste significant time on the part of the Company, the installer, and 24 

10 Grondin Direct, p. 12. 

11 Blizzard Direct, p. 10. 
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the customer – creating frustration and coming at a significant cost. In addition, such 1 

verification requirements may exclude existing heat pump/electric heating customers from 2 

participating if they no longer possess the requisite proof of installation (e.g., a receipt or 3 

verification from an installer). Finally, assuming that all electric heating customers are 4 

allowed to participate in the REH rate, it would be especially difficult for an electric 5 

resistance customer to prove with a simple photo that they use an electric heating system. 6 

As previously mentioned, older electric resistance heating systems are more concentrated 7 

in multifamily homes. In this scenario, the main components of an electric resistance 8 

heating system that a multifamily housing resident would need to take a picture of to prove 9 

the building’s heating source might not be accessible to them as a tenant, such as if the 10 

electric resistance heater is located in a closed off basement or locked utility closet. 11 

12 

Q. Do you agree with the concerns expressed by Staff witness Blizzard about the 13 

Company’s proposal to establish the REH rate as a declining block rate? 14 

A. As outlined in my direct testimony,12 I agree with Staff witness Blizzard that a declining 15 

block rate could provide perverse incentives, discouraging energy efficiency and the 16 

adoption of distributed energy resources (“DERs”) such as rooftop solar and energy storage 17 

systems. However, I do not agree with Staff witness Blizzard that the solution to address 18 

these concerns is a requirement that participating customers verify adoption of an electric 19 

heat pump. Instead, as outlined in my direct testimony,13 I believe that the REH rate should 20 

be designed to be cost-reflective of distribution system costs with both seasonal and daily 21 

12 Sherman Direct, p. 25. 

13 Sherman Direct. 
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TOU elements, concentrating the recovery of costs to a greater extent during the summer 1 

season and during high-demand hours throughout the year. In other words, the rate should 2 

be designed to offer lower prices to customers in the winter and during the overnight 3 

hours/early hours of the morning when costs on the system are lower, and when electric 4 

heating customers experience higher space heating demand. The inclusion of these TOU 5 

elements to the REH rate, in addition to the proposed seasonal differentiation, would better 6 

align the rate with usage patterns of electric heating customers. 7 

8 

III. CONCLUSIONS AND RECOMMENDATIONS 9 

Q. Please summarize your conclusions and recommendations to the Commission. 10 

A. I recommend that the Commission: 11 

· Approve the REH tariff with modifications as outlined in my direct testimony;1412 

· Reject Staff witness Blizzard’s proposal to limit the REH rate only to customers 13 

with an electric heat pump; and 14 

· Reject Staff witness Blizzard’s proposal to require verification of adoption of an 15 

electric heat pump to access the REH rate. 16 

17 

Q. Does that complete your rebuttal testimony? 18 

A. Yes.  19 

14 Id., pp. 40-41. 
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