
August 31, 2017
Michigan Pipeline Safety Advisory Board
c/o Michigan Agency for Energy
7109 West Saginaw Highway
Lansing, MI 48917

RE: Three serious deficiencies in the Line 5 alternatives analysis report commissioned
by the State; Call for a new approach

Dear Members of the Michigan Pipeline Safety Advisory Board:

I am writing to call your attention to three serious deficiencies in the Line 5 alternatives analysis 
report the State has commissioned. These deficiencies are so serious, and the failure to recognize 
them so inexplicable, that it causes me to express to you a lack of confidence in the approach 
currently being undertaken by the consultants you have retained for this purpose. I am therefore 
calling for a new approach.

As you are aware, Anderson Economic Group is an economic research and consulting firm with 
over 20 years of experience evaluating issues in the Michigan and Midwestern economies. AEG 
offers a unique perspective, having worked with a variety of clients—including businesses, non-
profits, and governments—on both economic and environmental issues. Just as important to this 
expertise is the fact that most of our employees, and many of our clients, live and work here. 

After reviewing the Dynamic Risk report with this broad perspective, I offer the following 
observations:

1. The report dramatically underestimates the risk of spill or rupture to the Michigan 
economy. 

2. The report’s economic impact assessment of Line 5 is fallacious to the point of absurdity. 
3. The report excluded an alternative that would avoid transporting petroleum products 

across the open waters of the Great Lakes.

While other comments provided to you have pointed out weaknesses in the alternatives analysis,1 
these observations point to larger concerns pertaining to the approach taken by the State’s 
consultants. For this reason, we conclude below a new and different approach is required.

1.Among these: underestimate of risks; ignorance of human error as a cause; assertion that risks to
metal pipelines do not increase over time; and numerous others.
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1. Report Dramatically Underestimates Risks to the Michigan Economy

The report completed by Dynamic Risk Assessment Systems includes assessments of cost 
estimates, economic feasibility, economic impacts, market impacts, and operational risks of 
continuing to operate the existing Straits crossing pipelines and its alternatives. This report was 
commissioned in July 2016, and the draft report was released at the end of June 2017.

The Dynamic Risk report includes a purported risk analysis to the economy, estimating the risks of 
several scenarios, including existing operations. The report estimates that the total economic risk 
of a rupture or spill is $41,500 per year.2 This estimate accounts for response and clean-up costs 
and costs of damages to natural resources, restoration of environmental functions, and impacts on 
both commercial and subsistence resource harvesting.

The report, however, dramatically underestimates for the risks to the Straits-area economy of a 
spill. First, it does not consider costs to industries other than agriculture and resource harvesting. 
Such an approach, among other errors, obviously ignores the tourism industry, one of the largest 
industries in Michigan, and one that heavily relies on the preservation of the Great Lakes. Losses to 
these businesses are not captured in the risk analysis.

Second, a leak or rupture in the Straits pipelines would cause a disruption in the supply of 
petroleum products to consumers in the Midwest and Canada, including in Michigan. The risk 
analysis does not account for any potential impacts on Michigan refinery costs or gasoline costs. In 
fact, under the economic analysis, the report estimates that the market impacts would be zero cents 
per year in gallons of gasoline and zero dollars per year in barrels for the Detroit/Toledo refineries. 
This is an inexplicable error.

2. Purported Economic Impact Analysis is Fallacious and Includes Absurd 
Conclusion

The Dynamic Risk report includes a purported economic impact analysis, estimating the economic 
impact of several scenarios, including Line 5 abandonment. Incredibly, the report estimates that 
abandoning the pipeline would create a positive $362 million in economic impact in Michigan, 
with a $190 million gain in value added, and create 2,200 jobs.3 Further, despite the pipeline being 
abandoned, the report estimates that taxes collected by the State would go up by $5 million through 
income taxes, sales taxes, and transportation fuel taxes.

This result is, on its face, absurd. Abandoning a working asset reduces jobs and tax revenue, and 
reduces value-added. It does not increase them. 

Furthermore, the report author’s citation of the use of economic impact multipliers obtained from 
the U.S. Bureau of Economic Analysis does not salvage the analysis. It merely means they 
multiplied their own incorrect number with a number obtained from the government. The failure to 
follow proper economic methodology here is obvious. Dynamic Risk did not consider costs to 
consumers and producers in their net economic impact, even though they properly noted that 
abandoning the pipeline would increase costs of gasoline, diesel, and other fuels. Ignoring entire 
categories of costs is a fundamental error. 

2.Dynamic Risk Assessment Systems, Inc., “Draft Final Report—Alternatives Analysis for the
Straits Pipeline,” June 27, 2017, p. 2-107.

3.Dynamic Risk Assessment Systems, Inc., p. 4-22.
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As an additional note, the authors do not recognize any potential compensation to Enbridge due to 
regulatory takings. Line 5 is a privately-owned business asset on which Enbridge currently pays 
property taxes on value assessed by the State government. Should Enbridge be required to abandon 
its pipeline assets due to a change in law or regulation, this would likely be consider a regulatory 
taking.4 The State of Michigan—and ultimately Michigan taxpayers—would be required to 
compensate Enbridge for the value of such assets.

3. “Alternatives” Report Excludes Known Alternative

Per its charge from the State of Michigan, Dynamic Risk evaluated the construction of one or more 
new pipelines that do not cross the open waters of the Great Lakes to transport the products that are 
currently transported by Line 5.5 The report identifies two possible routes: 

1. a northern route through Canada, around the Great Lakes, and south to Sarnia, Ontario, 
and 

2. a southern route generally following existing Enbridge assets south to Chicago and east to 
Marysville and Sarnia. 

However, the report only estimated the market and economic impacts of the southern route, citing 
cost advantages of this option.6

Dynamic Risk missed an opportunity to present a comprehensive alternative analysis by discarding 
the northern route option. While both routes avoid crossing the Straits Crossing, only the northern 
route avoids any crossing of the Great Lakes, a characteristic Dynamic Risk even acknowledges.7 
The southern route still crosses the waters of the Great Lakes via the St. Clair River. The St. Clair 
River is part of the Great Lakes waterway, ultimately connecting Lake Huron with Lake Erie.

Furthermore, discarding this route is untenable given that routes through similar areas of Ontario 
have been identified as potential options for future pipeline infrastructure.8 Much of the northern 
route runs parallel to the widely-known TransCanada Energy East pipeline, which Dynamic Risk 
used as a basis for conceiving this option. This feature provides a well-developed right-of-way for 
constructing new pipeline infrastructure.

4.Under the Michigan Constitution, private property shall not be taken for public use without just
compensation. The Constitution also prohibits ex post facto laws and laws impairing contracts. See
the Michigan Constitution, Article I, §10; Article X, §2.
We note that a Line 5 shutdown due to a violation of its easement, or of a long-standing law or
regulation, would not constitute a “takings.” The question of whether that has occurred is not a sub-
ject of the analysis for with Dynamic Risk was charged to complete, and we offer no opinion on it
here.

5.Dynamic Risk Assessment Systems, Inc., p. 6-1.
6.Dynamic Risk Assessment Systems, Inc., p. 6-9.
7.The authors of the report indicate that the northern route is longer and would require expensive ex-

cavation techniques and wetlands mitigation. (See Dynamic Risk Assessment Systems, Inc., p. 6-
3.) These are worthwhile observations, if properly supported, but do not justify removing this al-
ternative from the analysis. 

8.See, e.g., IHS Global, Inc., “Oil & Natural Gas Transportation & Storage Infrastructure: Status,
Trends, & Economic Benefits,” Report for API by IHS Global, Inc., December 2013, p. 28. This
publicly-available report includes a description of a through-Ontario pipeline route. Other public-
ly-available sources obtained by our firm confirm the availability of this route, and suggest that it
is feasible.
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A complete alternatives analysis would have included this option. Dynamic Risk properly 
considered some aspects of the risks of a northern route (for example, the existence of rivers and 
the existence of “Precambrian shield” rock formations). Excluding this alternative simply due to 
possible cost disadvantages defeats the purpose of an alternatives analysis.

Call for a New Approach

Dynamic Risk appears to have made an earnest effort to identify risks and alternatives of the 
Enbridge Line 5 pipelines within a narrow engineering perspective. However, it appears that the 
authors are not equipped to perform an complete alternatives analysis, having excluded known 
alternatives, and failing to consider the impact of these alternatives on Michigan industries. 
Furthermore, their assessment of economic risk is fallacious. Neither of these deficiencies can be 
addressed with a minor re-write.

In my opinion, the State of Michigan is not likely to identify properly one or more constructive 
alternatives simply from their contractors writing a better version of a flawed report. In order to 
move toward a future in which there is minimal risk to the Great Lakes and the Michigan economy, 
the State needs to adopt a new approach for looking at this issue. Such an approach would insist on 
an actual assessment on the Michigan economy that would:

1. Evaluate the effects of known alternatives on Michigan industries and major users, such as 
refineries and propane consumers;

2. Assess the economic risks to major Michigan industries, including tourism and 
manufacturing; and

3. Recognize any potential compensation to Enbridge due to a possible future regulatory 
taking.

I hope you and other leaders will move expeditiously to undertake a new approach to this issue.

Sincerely,

Patrick L. Anderson
Principal & CEO


