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CONCLUSION 

IN YOUR OPINION, IS CEI SOUTH'S PROPOSAL "JUST AND REASONABLE"? 

No. It is foundational to the Commission's regulations that "[t]he charges made by any 

public utility for any service rendered or to be rendered either directly or in connection 

therewith shall be reasonable and just, and every unjust or unreasonable charge for such 

service is prohibited and declared unlawful. 38 The concept of "prudence" is directly related 

to the concept of what is just and reasonable. For ratemaking purposes, the Commission 

38 Ind. Code§ 8-1-2-4. 
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has the authority to disallow any costs it finds imprudent or excessive. At the same time, 

CBI South has an obligation to prudently evaluate the retirement of its assets. In places like 

Indiana, where there is no formal IRP approval process, it is critical that the possibility that 

CBI South did not adequately manage its retirement decisions not be permanently borne 

by its retail customers through the securitization process. 

WHAT DO YOU RECOMMEND? 

The securitization mechanism is intended to protect consumers, which is evident by the 

legislature's inclusion of a "just and reasonable" determination before the Commission can 

approve such a proposal. However, if the approach being taken by CBI South is allowed, 

securitization can be utilized as a mechanism to bypass a more formal prudence review of 

asset retirements. In circumstances where asset retirements are elected to by a utility 

company solely by its own discretion, whether or not an environmental regulatory pretext 

is cited, it is especially important that the Commission scrutinize these decisions closely, 

as the resulting impact of approving such measures can impact grid reliability and result in 

even more cost to consumers during an especially challenging economic time. As explained 

in my testimony, we are currently seeing too many retirements in too small of a window of 

time, which means that assets will be retired, limiting supply to the grid before the supply 

can be replaced by new generation sources. Given the potential to erode grid reliability in 

this way, it is critical that the Commission conduct a prudence review before approving a 

utility's retirement of assets. 

Securitization is not a bad thing. In fact, there are certain circumstances, 

particularly extreme situations, where it can result in a benefit for both the utility and the 

consumer. However, it should only be utilized when it is absolutely necessary. 'As part of 
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the Commission's evaluation of whether the proposal is just and reasonable, it is especially 

important to thoroughly assess the consequences of the proposal, given that there is no 

prudence review process otherwise required in any other resource planning context. 

Ultimately, CEI South's securitization proposal does not produce clear benefits to 

customers through lower rates; it creates consequences that diminish the reliability and 

resilience of the electric grid; it is riddled with uncertainty given the current and anticipated 

unfavorable conditions in the financial and energy markets; and, if approved, it is 

irreversible and nonbypassable. 

DOES THIS CONCLUDE YOUR TESTIMONY? 

Yes. 
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