FREDDI L. GREENBERG

ATTORNEY AT LAW

1603 ORRINGTON AVENUE / S5UITE 1050 55 EAST MONROE STREET 7/ SUITE 3230
EVANSTON, ILLINOIS 60201 CHICAGO, ILLINOIS 60603

TELEPHONE (84%7) 864-4010
FACSIMILE (847) 864-4037

VIA FEDERAL EXPRESS

January 24, 2000

MICHIGAN PUBLIC SERVICE
AOAMAMIQQINN
Ms. Dorothy Wideman
Executive Secretary JAN 2 5 2000
Michigan Public Service Commission
6545 Mercantile Way |
Lansing, MI 48911 F ﬂ L E D

Re: Case No. U-12266
Petition Of PG&E Corporation For Leave To Intervene and Request for a
Contested Case Hearing

Dear Ms. Wideman:
Enclosed herewith for filing in the above-captioned proceeding are the original and 17 copies of
the Petition Of PG&E Corporation For Leave To Intervene and Request for a Contested Case

Hearing.

Please datestamp two copies of the Petition and return them together with proof of service upon
parties on the service list to my Evanston office in the enclosed Federal Express envelope.

If you have any questions or comments, please do not hesitate to contact me.

Very truly yours,

/Vu///[// g/ wr /4"[}.5

Freddi L. Greenberg //

FLG:kef
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STATE OF MICHIGAN JAN 25 2000

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISE)' L E D

In the Matter of the Application of The Detroit

Edison Company for certain determinations

pursuant to Sections 32(c) and (d) of the Case No. U-12266
Public Utility Holding Company Act of 1935

and for Accounting Approval for the transfer

of Certain Assets

PETITION TO INTERVENE AND

REQUEST FOR A CONTESTED CASE HEARING
PG&E CORPORATION

PG&E Corporation ("PG&E Corp.") hereby presents its Petition to Intervene and Request for a
Contested Case Hearing ("Request") to the Michigan Public Service Commission ("Commission")

in the captioned docket. In support of this Request, PG&E Corp. states as follows:

DESCRIPTION OF PG&E CORPORATION

1. PG&E Corp. is one of the nation's largest diversified energy holding companies with
more than $33 billion in assets, and is one of the nation's largest natural gas and electricity suppliers.
PG&E Corp. is the parent company of four competitive business units and of the Pacific Gas and
Electric Company, an electric and gas utility regulated by the California Public Utilities Commission
which serves retail customer in northern and central California. Through its four competitive
business units, PG&E Energy Services, PG&E Energy Trading, PG&E Generating and PG&E Gas
Transmission, PG&E Corp. provides a broad range of energy services nationwide. These services

range from retail energy services and wholesale energy trading to power generation and natural gas




transmission. PG&E Corp. has a strong interest in expanding its services to customers in Michigan.
For example, PG&E Corp.’s competitive generation affiliate, PG&E Generating Company, is
proposing to build a 1,000 MW combined-cycle natural gas-fired generating plant in Covert
Township, Michigan. In addition, PG&E Energy Trading provides wholesale services to utilities in

Michigan. Both PG&E Energy Trading and PG&E Generating have offices in Michigan.

DETROIT EDISON COMPANY’S APPLICATION

2. On January 12, 2000, the Detroit Edison Company (“Edison”) filed its Application
for certain determinations pursuant to Section 32(c) and (d) of the Public Utility Holding Company
Act of 1935 and for Accounting Approval for the transfer of Certain Assets ("Application”) in the
captioned proceeding seeking Commission action with respect to a proposed sale of the River Rouge
Unit No.1 Power Plant ("Rouge 1") by Edison to DTE River Rouge No. 1 LLC, an affiliated
company ("DTE River Rouge"). Inits Application, Edison requested that the Commission grant the
Application promptly to ensure that the peaking capacity of transferred plant is available before the
summer and that the Commission find that the public interest will be adequately protected without
the time and expense of a hearing.

3. Inits Application, Edison asks the Commission to issue those determinations required
pursuant the Public Utility Holding Company Act so that DTE River Rouge can own Rouge 1 as an
Exempt Wholesale Generator for the following reasons:

a. There is an immediate need for in-state peaking capacity for the summer of 2000 and
Edison received no bids for in-state peaking generation for summer 2000 other than from DTE River

Rouge. The restart of Rouge 1 will provided additional needed in-state capacity for summer 2000




and DTE River Rouge will assume the risk of recovery of the investment needed to return Rouge 1
to service.

b. The sale of Rouge 1 output to electric retailers for the Michigan electric market could
jump-start Michigan's Electric Choice Program.

4. In its Application, Edison also seeks approval of proposed accounting treatment for
the transfer of Rouge 1 to DTE River Rouge for consideration of approximately $6.6 million, which
is equal to twice the net book value of Rouge 1.

5. Finally, Edison asks the Commission to promptly grant the relief requested in its

Application so that the peaking capacity of Rouge 1 is available before summer 2000.

PETITION TO INTERVENE

6. PG&E Corp. hereby requests leave to intervene in this proceeding. As shown above,
PG&E Corp. will be directly affected by any action taken by the Commission in response to Edison’s
Application. If the Commission grants PG&E Corp.’s request for a contested case hearing, PG&E
Corp. intends to participate in this proceeding to the extent it deems necessary to protect its interest.
As a participant in this proceeding, PG&E Corp. anticipates that it would respond to the Application

and, where PG&E Corp. deems appropriate, present alternatives to the proposed transfer.

THE PROPOSED PRICE FOR ROUGE 1 IS NOT NECESSARILY REASONABLE

7. Edison claims that $6.6 million (twice book value) is a reasonable price for Rouge
1. In an affidavit attached to Edison's application, David B. Harwood, Edison's Director, Power
Generation, sets out several reasons why the proposed price is fair and reasonable. Among those

reasons are statements that (a) there is little market value for a 43 year old asset that has not operated




since 1980 and he knows of no comparable sales; (b) the current condition of Rouge 1 is such that
significant capital investment is required to return it to active service; and (c) current environmental
permit applications limit plant operations to approximately 2150 hours of full load operation
annually.

Mr. Harwood states that transfers of operating units have recently been approved by several
state regulatory commissions at net book value. While that may be correct, Mr. Harwood has failed
to note that, on at least twelve occasions during the last two years, utility generating assets have been
sold for prices in excess of two times book value, with a high price of 7 times book value. (See
Attachment 1 which details recent sales of utility generating assets.) Edison has failed to distinguish
the proposed sale of Rouge 1 from those instances during the last two years in which utilities have
sold generating assets for more than two times book value.

There is no reason to assume that another purchaser would not have paid a higher price
without testing the market through a competitive solicitation process. It is especially important to
allow the market to set the price for Rouge 1 in this case where the proposed sale is to an affiliate
to ensure that the affiliate is not being treated preferentially. One way to achieve this result would
be to require Edison to utilize a competitive bidding process in connection with the sale of Rouge

1. Analternative approach to valuing Rouge 1 would be to obtain an appraisal from an independent

third party.

APPROVAL OF THE PROPOSED SALE IS NOT THE ONLY MEANS OF ENSURING
THAT ROUGE 1 IS AVAILABLE FOR SUMMER 2000

8. Edison states that prompt Commission action is necessary so that Rouge 1 can obtain

EWG status in time to be in service for the upcoming summer. Here again, Edison has failed to




present the appropriate alternatives. The preferred alternative would be for Edison to make the
necessary capital expenditures to return the plant to active service before selling the plant. Logic
suggests that the price at which rouge 1 is sold could then be adjusted to reflect those expenditures.
This approach would allow time for a competitive process to ensure that Edison does not sell the
plant at an artificially low price, while allowing the plant to be available to meet summer needs for
generating capacity.
THE APPLICATION SHOULD NOT BE APPROVED WITHOUT CONSIDERATION OF
THE IMPACT ON COMPETITION IN THE RETAIL AND WHOLESALE ELECTRIC
MARKETS

9. The transaction proposed by Edison in this docket should not be approved without
careful analysis of the impact of the proposed sale of Rouge 1 on competition in the retail and
wholesale electric markets to ensure that the proposed transaction does not conflict with the goal of
moving from a regulated electric market to a competitive market. This analysis should include,
without limitation, consideration of the impact of the proposed sale on the market power of the
incumbent utility and its affiliates, and the impact of the proposal on utility stranded costs. By
failing to consider these and other concerns of potential market entrants, the Commission will send
the message that Michigan is not committed to the development of a competitive market. This
message will deter competitors from entering the market, thereby depriving Michigan electric
consumers of the benefits of competition, including lower costs, increased reliability and more

choices.




REQUEST FOR A CONTESTED CASE HEARING
10.  For the reasons set out above, PG&E Corp. believes that a public hearing is required
in this case in order to protect the public interest. Accordingly, PG&E Corp. respectfully requests

that the Commission deny Edison's request to proceed without a hearing and schedule a contested

case hearing to consider the matters set out in Edison's Application.

WHEREFORE, for the reasons set out above, PG&E Corp. respectfully requests that the
Commission:

A. Grant PG&E Corp.’s Petition to Intervene;

B. Grant PG&E Corp.'s Request for a Contested Case Hearing in the captioned docket;

and
C. Grant such other and further relief as deemed lawful and appropriate.
Respectfully submitted,

PG&E Corporation

By: \/Z/ 5/2{/7 %%ﬁ/?//f/

Freddi L. Greenberg

1603 Orrington Avenue

Suite 1050

Evanston, Illinois 60201

(847) 864-4010

(847) 864-4037 (facsimile)
and

Haywood W. Julian (P27147)

4456 Copperhill Drive

Okemos, Michigan 48864

(517) 351-0748

(517) 351-0748 (facsimile)

Attorneys for PG&E Corporation
Dated: January 24, 2000
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STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

In the Matter of the Application of The Detroit
Edison Company for certain determinations
pursuant to Sections 32(c) and (d) of the Case No. U-12266
Public Utility Holding Company Act of 1935
and for Accounting Approval for the transfer

of Certain Assets

CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing Petition of PG&E Corporation for Leave to
Intervene and Request for a Contested Case Hearing was served upon the parties on the attached

service list by first class U.S. mail,

Freddi L. Greenberg

1603 Orrington

Suite 1050

Evanston, Illinois 60201

(847) 864-4010

(847) 864-4037 (facsimile)
and

Haywood W. Julian (P27147)

4456 Copperhill Drive

Okemos, Michigan 48864

(517) 351-0748

(517) 351-0748 (facsimile)

Attorneys for PG&E Corporation

postage prepaid, on January 24, 2000.

\Juddi 7

Freddi L. Greenberg




Case No. U-12266

SERVICE LIST

David A. Voges

Assistant Attorney General
Public Service Division
6545 Mercantile Way, #15
Lansing, MI 48911
Telephone:  517/241-6680
Facsimile: 517/241-6678
vogesd@ag.state.mi.us

Robert L. Mol

Assistant Attorney General
Special Litigation Division
6520 Mercantile Way, Suite 2
P.O. Box 30218

Lansing, MI 48909
Telephone:  517/373-1123
Facsimile:  517/373-9860
molr@ag state.mi.us

Robert A.W. Strong, Esq.
Clark Hill

255 S. Woodward Avenue
Suite 301

Birmingham, MI 48009
Telephone:  248/988-5861
Facsimile: 248/642-2174
rstrong(@clarkhill.com

Eric J. Schneidewind

Varnum, Riddering, Schmidt & Howlett
The Victor Center, Suite 810

201 North Washington Square

Lansing, MI 48933

Telephone:  517/482-6237

Facsimile: 517/482-6937
ejschneidewind@vrsh.com




