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SIERRA CLUB’S POST-HEARING BRIEF

The Commission should deny the request of Northetiana Public Service Company
(“NIPSCQ”) for a Certificate of Public Convenienaad Necessity (‘CPCN”) for avoidable Coal
Combustion Residuals Rule (“CCR Rufetpmpliance projects for Schahfer units 14 and 15.
The undisputed evidence shows that retiring Schamfiés 14 and 15 in 2023 would save
NIPSCO'’s customers substantial sums of money cozdparthe alternative of retrofitting those

units with an expensive new system for conveyinigdno ash. To assess its compliance options

1 40 CFR Parts 257 and 261, published in the FeéRegister on April 17, 2015.
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for the CCR Rule and Effluent Limitations GuideSn@ELG Rule”)? NIPSCO modeled six
generation resource portfolios through 15 scenanmmksensitivities. In all 15 scenarios and
sensitivities, including those that considered ragld very high natural gas prices, the retirement
of all four Schahfer coal-burning units (Portfoipwas more advantageous from a present value
of regulatory requirements (“PVRR”) perspectivertl@aportfolio that included NIPSCO’s
preferred option of retrofitting Schahfer unitsdad 15 to run to the end of their projected useful
lives (Portfolio 4)° In NIPSCO's base case, retiring Schahfer unitaridt 15 in 2023 saves its
customers $281 million.

Against the backdrop of this undisputed economadyais, NIPSCO asks the
Commission to abandon its long-standing practicassessing a compliance decision through
the prism of least-cost planning in favor of NIPSE€Malanced scorecard” approach. The
Commission should decline NIPSCO's suggestion. SUP’s novel approach dilutes the
importance of cost to customers by substitutinggue, unweighted consideration of qualitative
factors over the traditional approach of relyingesnpirical data. Least-cost planning, informed
by production cost modeling, provides customengrested parties, the Commission, and a
reviewing court a more transparent, accountablensigareview a utility’s compliance planning
options.

Commission precedent makes clear that least-cashpig should be the foundation and
starting point of compliance planning, after relidgypneeds are defined. NIPSCO has not

identified any reliability impacts from retiring Bahfer units 14 and 15 in 2023, but instead

2 40 CFR Parts 423, published in the Federal Regist&ovember 3, 2015.

¥ NIPSCO Exhibit 5, Attachment 5-A. The cost adaget of retiring Schahfer units 14 and 15 is
the difference between Portfolio 5 and PortfolimNIPSCO’s analysis.
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offers speculation only. The failure to defisn@ monetize any such reliability impacts is fatal to
NIPSCO'’s effort to overturn the obvious conclusadnts economic analysis.

In planning for CCR and ELG Rule compliance, NIESgaerformed rigorous production
cost modeling, including sensitives that asseseathwdity prices, differing regulatory and
economic environments, and other risks and uncerai The conclusion of that empirical
analysis is clear: customers should not pay tofie®chahfer units 14 and 15 with costly new
equipment. Especially where customer interests anagrge from those of NIPSCO'’s
shareholders, the Commission should uphold leasttgianning decision-making and deny

NIPSCO'’s request for the avoidable CCR Rule prgjatits Schahfer plant.

Factual Background

For a detailed description of the factual and pdocal background in this case, please
refer to Sierra Club’s Proposed Order at pages.1-40

Il. Legal Standards

NIPSCO seeks a CPCN and other relief via the Fégérdandated Cost Adjustment
(“FMCA") statute (Ind. Code Ch. 8-1-8.4). The Comsion may grant a CPCN for a
compliance project under this statute only aftemexing six factors. Ind. Code § 8-1-8.4-
6(b)(1)(A)-(E), (b)(2). These factors include: J'@escription of the projected federally
mandated costs associated with the proposed campl@roject,” Ind. Code § 8-1-8.4-
6(b)(1)(B); “[a]lternative plans that demonstrdtatithe proposed compliance project is
reasonable and necessary,” § 8-1-8.4-6(b)(1)(0pfdrmation as to whether the proposed
compliance project will extend the useful life of @xisting energy utility facility and, if so, the
value of that extension,” § 8-1-8.4-6(b)(1)(E); afalny other factors the commission considers

relevant,” § 8-1-8.4-6(b)(2).



In order to merit a CPCN, a compliance project nmuset the standards of least-cost
planning.In re Duke Energy Ind. Inc., Cause No. 43114, at 30 (I.U.R.C. Nov. 20, 2007)
(“[L]east-cost planning is an essential compondrur Certificate of Need law.” (internal
guotation marks omitted)) (quoting re Petition of P Energy, Inc., Cause No. 42145, at p. 4
(LU.R.C. Dec. 19, 2002)n re Petition of S Ind. Gas & Elec. Co., Cause No. 38738, at 5
(LU.R.C. Oct. 25, 1989)). Least-cost planningndis] the set of options most likely to provide
utility services at the lowest cost once appropdatervice and reliability levels are determined.”
In re Duke Energy Ind. Inc., Cause No. 43114, at 43 (I.U.R.C. Nov. 20, 2007).

“As the party petitioning for relief,” NIPSCO bedithe burden of proving compliance
with the statute” in this proceedin@en. Motors Corp. v. Indianapolis Power & Light Co., 654
N.E.2d 752, 759 (Ind. Ct. App. 19953 re Duke Energy Ind. Energy Inc., Cause No. 43114, at
30 (LLU.R.C. Nov. 20, 2007). The Commission’s deli@ation must be supported “by specific
findings of fact and by sufficient evidenc&litizens Action Coal. of Ind., Inc. v. N. Ind. Pub.

Serv. Co., 485 N.E.2d 610, 612 (Ind.1985). Although the @aasion will typically give a

utility “some deference” to its judgment in evaing alternatives to its preferred projects, the
Commission should defer to a utility only if thengpany “has made a reasonable, good faith
effort to evaluate and consider available alteuesti’In re Duke Energy Ind. Inc., Cause
No0.43114, at 15 (I.U.R.C Nov. 20, 2007). The “Corssion expects a petitioning utility to
present the best evidence available at the outtsest @ase, in order to provide the Commission
and other parties a reasonable opportunity to futlg fairly evaluate the company’s proposal.”
In re Verified Petition of Indianapolis Power & Light Co., Cause No. 44242, at 31 (I.U.R.C.

Aug. 14, 2013).



A key element of the Commission’s review is ensyitimat the utility reasonably and
adequately considered and addressed future risksstomers from a utility’s preferred course
of action. See, e.g., Verified Petition of Duke Energy Indiana, Cause No. 43114 IGCC 4S1, 2012
WL 6759528 (I.U.R.C. Dec. 27, 2012) (“The regulgtbargain that is embodied in the
[authorizing] statutes provides for a distributiminthe company’s project risk to its ratepayers in
exchange for the company’s reasonable managemethief@lanning and provision of service.”).
As part of a CPCN proceeding, the Commission hasthhority to disallow cost recovery and
take other measures to penalize a utility for ppanagement decisions in the presentation of its
case and to incentivize better management decigiahg future.In re Verified Petition of
Indianapolis Power & Light Co., Cause No. 44242, at 31 (.U.R.C. Aug. 14, 20T8g
“Commission has a unique role in regulating itssictional utilities, which at times requires us
to send a clear and direct message to utility mamagt concerning the need for improvement in
the provision of its utility servicefhreN. Ind. Pub. Serv. Co., Cause No. 43526, at 32
(I.LU.R.C. Aug. 25, 2010).

1. Argument

Sierra Club opposes NIPSCO's requests for a CPCkh&Bottom Ash Conveyance
projects and related operation and maintenance tost NIPSCO seeks in this proceeding
(“Avoidable CCR Rule Projects™.Sierra Club urges the Commission to decide thi® dased
on the least-cost planning analysis that has toadilly guided its consideration of utility CPCN

proposals, and to reject NIPSCO'’s novel “balanastiecard” approach. Whatever standard it

*Hr. Transcript at A-13 (Mr. Sangster confirmingtthHPSCO could avoid the Bottom Ash
Conveyance project if Schahfer units 14 and 15 wetieed in 2023)see also Sierra Club
Exhibit 1 at page 9 (observing that these avoidabsts represent around 90% of the costs
NIPSCO seeks). For Schahfer units 14 and 15, N@®SC€urrent total capital cost estimate of
$98,688,086 and annual O&M estimate of $2,382,00@He Remote Ash Conveyance project
constitute the Avoidable CCR Rule Projects coSee NIPSCO Exhibit 4-S, Attachment 4-S-A.
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applies, the Commission cannot approve the Avoa@iifR Rule Projects for Schahfer units 14
and 15 on the record before it because there e&/mence that these projects are lowest-cost,
cost effective, or otherwise reasonable.

Sierra Club does not oppose the unavoidable CCjegircosts—those which NIPSCO
must undertake regardless of whether a unit isfrerd to run to its projected end of life. Nor
does Sierra Club oppose the costs NIPSCO seekstmge to assess compliance with the ELG

Rule.

A. The Commission Should Evaluate NIPSCO’s CPCN Reque$hrough Least-
Cost Planning and Reject NIPSCO'’s Suggested “Balaed Scorecard”
Approach.

Sierra Club urges the Commission to assess threati prudence, reasonableness, and
consideration of compliance alternatives (8 8-1-@&l4)(1)(D)) through least-cost planning, as
set out in Commission precedent and confined byrttiana Code. The Commission should
reject NIPSCO'’s suggested “balanced scorecard’oggprboth for reasons general to all
scorecard justifications and for reasons speafidPSCO’s development and use of a
scorecard in this proceeding. NIPSCO'’s scorecppdaach runs against rigorous empirical
analysis, obscures its decision-making, and ulétyatnders its analysis opaque and
unaccountable. Commission approval of the CPCNherAvoidable CCR Rule Projects at
Schahfer units 14 and 15 would be unreviewable tyuat, on this record, because it is unclear,
even in NIPSCO'’s telling, what specific value NIRSE customers would receive from
retrofitting these units.

1. Least-Cost Planning Is Superior to Scorecard-Basedustifications.

To assess compliance options, utilities have fti@athtly relied on least-cost planning,

informed by production cost modeling of varioukrseenarios and possible future economic
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and regulatory environments. In recent proceeditigsCommission has assessed the overall
reasonableness of a CPCN request and the compafisdternative options through the least-
cost standardPetition of N. Ind. Pub. Serv. Co., Cause No. 44012, 2011 WL 6960155 (I.U.R.C.
Dec. 28, 2011)Verified Petition of Indianapolis Power & Light Co., Cause No. 44794, 2017
WL 1632316 (1.U.R.C. Apr. 26, 2017). This appro&Buperior to scorecard-based or other
gualitative judgments because it enables an apptapplesi(e., dollars-to-dollars) comparison
of differing compliance options in a complex worlds the Commission explained in a recent
CPCN, the least-cost analysis approach, informegrbgiuction cost modeling, “reasonably
frames the potential future outcomes and providessonable foundation for a decision.”
Verified Petition of Indianapolis Power & Light Co., Cause No. 44794, 2017 WL 1632316, at 30
(LU.R.C. Apr. 26, 2017)seealsoid. at 32 (observing that “production cost modeling. is a
reasonable decision analysis practice and proadasid evidentiary foundation upon which the
Commission can assess the reasonableness” of a)CPCN

The Commission should urge any CPCN applicantdaetze risks and other
considerations wherever possible and to otherweseldp quantified approaches to consider
relevant concerns. This is particularly criticathwespect to grid reliability impacts that are no
included in a utility’s production cost modelinQuantifying these impacte.§., the cost of
transmission upgrades needed to maintain relighaitows for apples-to-apples comparison of
relevant factors within the least-cost planningrfeavork, and supports transparency,
accountability, and judicial review of Commissiogcgions. As Sierra Club witness Dr. Jeremy
Fisher observed, least-cost planning for the benétiustomers should be the foundation of

utility resource planning. If a CPCN applicant includes indirect impacts amternalities, its

® Sierra Club Exhibit 1, page 44.



analysis should be comprehensive, unbiased, anttified. Under most circumstances, power
supply costs to customers should beptreelominant measure in resource planning. NIPSCO
has offered no compelling reason to depart froms approach.

2. NIPSCO’s Use of Its “Balanced Scorecard” Approach ¢ Biased and
Unreasonable.

Even assuming, without conceding, that a propeshstructed scorecard might
hypothetically form the basis of the Commissiordssideration of a CPCN filing, the
Commission should reject the use of NIPSCO’s s@rckim this proceeding. NIPSCO witness
Mr. Daniel Douglas testified that he created ascard to assess the difference between
portfolios by assessing measures—Cost, PortfolieiBity, Employees, Environmental
Compliance, and Communities & Local Economy—as yetlpw, or green for “worse,”
“better,” and “good,” respectively, and selected fineferred portfolio, “Portfolio 4,” based on
that scorecard. NIPSCO'’s “balanced scorecard”aguir is flawed, unreasonable, suffers from
double counting of certain considerations, andtinately useless in the Commission’s
assessment of the CPCN.

First, as Dr. Fisher observed, a scorecard regammesxtraordinary amount of care to
prevent inadvertent selection bfag\bove all, the weight accorded each measure beust
explicit and defined before undertaking the analy@cause the weight of those measures
determines their relative importance. To be usetecty, the selection of evaluation measures
and assignment of weights to those measures mumsate firmbefore knowing the outcome to

avoid selection bias. Here, not only did NIPSC{Dttadefine the weight of measures

® Sierra Club Exhibit 1, pages 41-44.



beforehand, it failed to weight the measures &t dlhis failure to weight measures renders
NIPSCO'’s “balanced scorecard” fundamentally flawed useless to the Commission. There is
simply no consideration of thmagnitude of the cost to customers against any value ageocia
with the qualitative measures.

Second, the “Portfolio Diversity” measure obstsutte consideration of reasonable
alternative compliance options. While NIPSCO’slgafive assessment placed great
importance on it, the concept of “Portfolio Diveysiby itself does not benefit customers and
obscures available options. (There is no “Poxféliversity” charge or credit on a customer’s
electric bill.) As Mr. Douglas explained, NIPSC®edl this blanket concept to stand in for three
separate concepts: commodity price risk, gricaslity, and technology risk. While these are
all potentially relevant considerations, each niagstonsidered separately because each impacts
a planning decision differentR/.Considering these issues separately also avoidsiel
counting. The fuel price risk aspect of what NIRB(@fers to as “Portfolio Diversity” can and
should be included in the production cost modelisgjf and, in fact, NIPSC@id include a
range of commaodity price sensitivities (includirgtural gas and carbon price sensitivities) in its
production cost modeling. By including this comntypgbrice risk aspect within its “Portfolio
Diversity” measure, NIPSCO purports to replaceganous price risk modeling analysis with a

gualitative value judgment, while also double cinmthis consideration.

"Hearing Tr. at A-54 (Mr. Douglas confirming thatCO did not weight any of the
measures).

8 Hearing Tr. at A-40-41 (Mr. Douglas explaining saferations that were included in the
“Portfolio Diversity” measure).

° To the extent the Commission considers “PortfBligersity” as having value distinct from its
constituent elements (reliability, price risk, tackogy risk), NIPSCQO'’s consideration of this
concept is unreasonable because it assumed thattneg generation unit would be replaced by
a single uniform resource. In reality, NIPSCO wbabnsider a diverse portfolio of resources to
replace any retired units.



Grid reliability affects a potential generationiretnent decision differently from the
other considerations that NIPSCO included withiort®lio Diversity.” In some instances, in
response to a proposed deactivation, the grid apefdidcontinent Independent System
Operator, Inc. (“MISQO”), might identify significameliability impacts that require costly
transmission upgrades (which costs could be quedtinto dollars and included in a least-cost
planning analysis, apples-to-apples comparisompther instances, such as NIPSCO'’s proposed
retirement of the Bailly units in 2018, MISO midind that there are no reliability impacts at all
from retiring a generation unit. In any eventptoperly consider its compliance alternatives, a
CPCN applicant must define atiten monetize the actual grid reliability impacts, as such
impacts are a distinct concern from price riskmigirly, technological risk, as Dr. Fisher
explains, is distinct from the other consideratibhiBSCO included in the “Portfolio Diversity”
measure, and can be quantified ammhetized.'°

Third, NIPSCQO'’s presentation of “other relevardttors—the Employees and
Communities & Local Economy measures—in its “bakhscorecard” approach is biased in
favor of its preferred decision to retrofit Schahfeits 14 and 15See § 8-1-8.4-6(b)(2). While
NIPSCO considered potential job losses at its geimgy stations, it did not consider potential
jobs created by new sources of generation or jodsmight be lost from higher electric prices
(i.e., employment impacts from spending multiplier ef§¢in NIPSCO’s service territory.
Similarly, while NIPSCO considered the propertyesi currently pays to Jasper County for the
Schahfer facility, it did not consider any propetdyes that it or another entity might continue to

pay after Schahfer units 14 and 15 are retired?3@0’s local impacts analysis failed to

19 Sierra Club Exhibit 1, page 47.
X Hearing Tr. at A-44.
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consider public health impacts, which would be cadlif Schahfer units 14 and 15 were retired.
These factors therefore were applied to favor @sawctto retrofit these Schahfer units.

In sum, NIPSCQO’s “balanced scorecard” approacts tha¢ provide a reasonable basis on
which to judge its actual compliance options orrégesonableness of its CPCN request.

B. Retrofitting Schahfer Units 14 and 15 Is Not Low Cst, Cost-Effective, or
Otherwise Reasonable.

Regardless of the standard of decision selectec\tidence is undisputed that
retrofitting Schahfer units 14 and 15 would costtomers substantially more than the alternative
of retiring them by 2023. Mr. Douglas and Dr. Esldisagree on the magnitude of the cost
advantage. Dr. Fisher suggests use of more-cu2fE& year dollar figures and use of the
MISO capacity price forecast from NIPSCO'’s 201@&grated Resource Plan (“IRP”). But,
ultimately, the Commission need not decide whidinesies are more reliable because every
forecast or estimate offered by any witness in pnicceeding predicts that retrofitting Schahfer
units 14 and 15 would cost more than any altereatonsidered.

NIPSCO concedes, as it must, that retrofitting &@raunits 14 and 15 is not the least-
cost option. But NIPSCO has not performed anyyamato show the cost-effectiveness of its
preferred approach. While NIPSCO speculates Heaetcould be reliability impacts from
retiring Schahfer units in 2023, it has not defitieaise reliability impacts or determined their
costs. Last, the other potentially relevant fextbw not change the result that the Commission

should deny NIPSCOQO'’s request for a CPCN for theidable CCR Rule Projects at Schahfer.

1. NIPSCO’s own forecast scenarios unanimously show dh retiring
Schahfer units 14 and 15 would save customers money

The evidence is undisputed that NIPSCQO'’s customverdd save money if Schahfer
units 14 and 15 were retired by December 2023all1h5 scenarios and sensitivities that

11



NIPSCO modeled, the retirement of all four Schahéel-burning units, including units 14 and
15 (Portfolio 5), had a more advantageous presanevof regulatory requirements than a
portfolio that included the retrofit of Schahfentsnl4 and 15 to run to the end of their projected
useful life’? The cost advantage of retiring Schahfer unitard! 15, as stated by NIPSCO,

ranges from $178,347,000 to $420,712,000, andlected in Table 1.

2NIPSCO Exhibit 5, Attachment 5-Age also Sierra Club Exhibit 1, JIF Exhibit-03. These
figures represent the difference between Portiblamd Portfolio 5 in NIPSCQO’s analysis.
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Table 1
Present Value Advantage of Retiring Schahfer Unit44 and 15

Risk Scenario PVRR Advantage of

and Sensitivity Portfolio 5 Over
Portfolio 4
Mr. Douglas’s
Unadjusted 2014$
Figures

Base $281,736,000

Base $380,022,000

No CO; Price

Base $282,246,000

Low Load

Base $178,347,000

High Gas Price

Base $351,725,000

No Major Industrial

Load

Base Delayed $358,228,000

Carbon

Aggressive $331,148,000

Environmental

Regulation

Aggressive $248,171,000

Environmental

Regulation

High Renewables &

Increasing Load

Aggressive $280,722,000

Environmental

Regulation

High Renewables &

Decreasing Load

13



Challenged
Economy

$364,679,000

Challenged
Economy
No CO;, Price

$420,712,000

Challenged
Economy

No Major Industrial
Load

$408,795,000

Booming Economy

$180,555,000

Booming Economy
No CO; Price

$383,079,000

Booming Economy
No Major Industrial
Load

$292,767,000

13 Sierra Club Exhibit 1, pages 15-16.

4 Hearing Tr. at A-68 (Mr. Douglas acknowledgingtthse of 2016 dollars is more
appropriate).

15 Sierra Club Exhibit 1, page 15.

These figures likely understate the cost advantégetiring Schahfer units 14 and 15 for
a few reasons. First, as Dr. Fisher obsefvadd Mr. Douglas confirmetf,use of 2016 year
dollars provides a more-appropriate, more-curnegltjation of these costs. NIPSCO'’s figures,
reflected in Table 1 above, were presented in 3@54 dollars®> Second, as Dr. Fisher
explains, in its modeling analysis, NIPSCO usedgslausibly high MISO capacity price. Dr.
Fisher recommends use of the MISO capacity prio@ iNIPSCO’s 2016 IRP because that
capacity price was developed in conjunction with dther commaodity prices developed by
NIPSCOQO'’s consulting firm and provided in the IRRs Dr. Fisher explained, the $282/MW-day

capacity value used by NIPSCO is above the higtegscity market price currently allowed
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under MISO’s rules, and well above current MISO keaprices. MISO has remained flush on
capacity, and capacity prices have stayed relatioet.'® In fact, there have been actual MISO
capacity auctions for some of the years includedIPSCQO’s analysis, and in every year the
actual capacity price is far lower than NIPSCO'suased price. The actual MISCO capacity
price of $1.5/MW-day for 2017/2018, for examplelgss than one percent of NIPSCO'’s
assumed $282/MW-day priceé.

Office of Utility Consumer Counselor (“*OUCC”) wites Mr. Edward Ruttéf and the
Commission itself in a recent CPCN decisivaified Petition of Indianapolis Power & Light
Co.,_ Cause No. 44794, 2017 WL 1632316, at *30 (Apr.2D17), placed special focus on high
natural gas prices as a concern in resource plgnriere, the record is clear that retiring
Schahfer units 14 and 15 is the low-cost optioneuradl natural gas sensitivities examined. In
the base case scenario, high natural gas sensitiwiiring Schahfer units 14 and 15 (Portfolio 5)
is the lowest-cost option and retrofitting thesésu(Portfolio 4) is the fourth lowest-cost
portfolio.*® In every scenario in which natural gas price #igity was considered® Portfolio 5
was ranked as lower cost than Portfolio 4. NIPSQ@3e of these sensitivities is the only
evidence in the record on fuel price risk.

Related to the present value findings, the FMCAustarequires the Commission, as it
considers a CPCN request, to make findings on ahee\of the extension of the useful life of a

generating unit. Here, the value of this extenssamegative because retiring Schahfer units 14

8 Hearing Tr. at A-65 (Mr. Douglas confirming thagete is more supply of capacity than
demand in MISO).

7 Sierra Club Exhibit 1, page 31.
18 ouCC Exhibit 1, page 6.
19 NIPSCO Exhibit 5, Attachment 5-A.

20 NIPSCO Exhibit 5, page 10 (showing sensitivitiesvhich low, high, and very high natural
gas prices were considered).
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and 15 would save customers mon&ge Verified Petition of Indianapolis Power & Light Co.,
Cause No. 44794, 2017 WL 1632316, at *34 (April 2817) (relying on net present value
revenue requirement analysis as primary meansetermining value of extension of a unit’s
life).

2. NIPSCO has not demonstrated that grid reliability justifies
retrofitting Schahfer units 14 and 15.

The Commission has stated, quite reasonably, thainsidering a CPCN it includes
reliability impacts as a relevant factor in the o of the least-cost planning analys&eInre
Duke Energy Ind. Inc., Cause No. 43114, at 43 (I.U.R.C. Nov. 20, 20629st-cost planning is a
“planning approach which will find the set of opteomost likely to provide utility services at the
lowest cost once appropriated service and reltgddivels are determined.”). Here, NIPSCO has
not presented the Commission with complete infoilmnatoncerning future reliability risks, if
any, related to retirement of Schahfer units 14 Hmth December 2023. Reliability concerns do
not justify a decision to overturn the large cabtantage of retiring Schahfer units 14 and 15, as
NIPSCO has offered nothing more than speculatiahrétiring these units may harm reliability.

The only definitive evidence addressing grid raligbin this record relates to the Bailly
generation station. In response to NIPSCO’s deattdin notice, MISO found that there would
be no reliability impact from retiring the Baillynits in May 2018 In this proceeding,

NIPSCO has not specifically identified any religyiimpact from retiring Schahfer units 14 and
15in 2023. NIPSCO concedes that it did not perfargeneration reliability study, and though

it states that its IRP analysis identified potdrit@nsmission upgrades that might be required if

L Hearing Tr. at B-40 (Mr. Caister confirming MISGiading of no reliability impacts from
proposed retirement of Bailly units).
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the Schahfer units retiféit has not explained what those upgrades arenpmitantly,

estimated their cost. Accordingly, the Commiss®left to balance speculation about reliability
impacts against a substantial cost advantage tiongethese units, leaving the Commission with
no valid reason to rely on reliability impacts.

Moreover, while not a reliability impact assessmatse, these Schahfer units have had
unusually high forced outage rates in recent y@ag.s shutdowns for unplanned reasons), which
calls into question their ability to reliably op&gan the futuré?® In 2016, for example, Schahfer
units 14 and 15 had extremely high forced outatgsraf 51% and 15%, respectively,
representing a trend of degrading performanceestetiunits. As Dr. Fisher observed, these high
and increasing forced outage rates mean that nptoa these Schahfer units high cost
compared to market prices but they also breakddvargha rates and cannot be counted on to
operate even during periods of high pri¢esf the Commission wishes to assess what the MISO
grid would look like without a reliable Schahfeatsbn, it should look to actual grid performance
in 2015 and 2016, when these units were unableliebty operate.

NIPSCOQO's reliability speculation is further underty the possibility that Schahfer units
14 and 15 may be able to operate beyond 2023 withwlertaking the Avoidable CCR Rule
Projects. NIPSCO witness Mr. Kelly Carmichaelifest that the ELG Rule compliance
deadline of December 2023 might be extended aftér EPA reconsiders the ELG Rafelf

such compliance extension were to occur, NIPSCQ@cselect the CCR Rule’s delayed closure

22 Sjerra Club Cross Exhibit 4 (NIPSCO’s Respons8iésra Club Data Request 2-008).

23 Sjerra Club Cross Exhibit 3 (showing capacity dastand forced outage rates for all NIPSCO
generating units, including Schahfer units 14 abd 1

24 Sierra Club Exhibit 1, pages 20-21.
> Hearing Tr. at A-21.
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option to allow the Schahfer units to operate piiééip as long as October 2028.In other

words, now that U.S. EPA has taken action thatgriisgo stay the ELG Rule, there is no reason
for NIPSCO to definitively assume that Schahfetuiai4 and 15 must retrofit or retire by

20232" This issue is relevant to the reliability concbatause even if NIPSCO had quantified
the reliability impact of retiring Schahfer unitd and 15 in 2023—which it has not—NIPSCO

may have assessed the incorrect retirement year.

3. NIPSCO has not demonstrated that community impactsancluding
employment, justify retrofitting Schahfer units 14 and 15.

As a relevant factosee § 8-1-8.4-6(b)(2), NIPSCO offers local communitypiacts,
including employment. As discussed above, NIPSQ@Oisstruction of the “Communities &
Local Economy” measure in its “balanced scorecaproach is one-sided and biased in favor
of a decision to retrofit the Schahfer units. Buén on NIPSCO'’s terms, these concerns do not
justify a decision to retrofit Schahfer units 14d®b. In assessing these concerns, NIPSCO
simply stated that it pays property taxes to Ja§memty and listed the number of employees at
Schahfer. NIPSCO did not monetize either of theg®cts, though doing so would have been
relatively straight-forward, and would have allonaedirect, transparent comparison. In
addition, NIPSCO did not account for the possipilitat Schahfer employees might continue to

be employed elsewhere within the company afteuthts are closed, as NIPSCO has promised

26 Hearing Tr. at A-26-27 and NIPSCO Exhibit 2, pAde(Mr. Carmichael describing CCR
Rule’s delayed closure option and potential applidg to Schahfer)see also OUCC Exhibit 2,
page 9 (Ms. Armstrong describing CCR Rule’s delagledure option and potential applicability
to Schahfer).

2" Hearing Tr. at A-49 (Mr. Douglas confirming thaetELG Rule deadline is the primary
reason that a 2023 deadline was used in NIPSCQlysig).
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with respect to Bailly’® or the possibility that some Schahfer employeaghinieach retirement
age before 2023. Nor did NIPSCO account for thesiality that either NIPSCO or some other
entity would continue to pay property taxes for thierent Schahfer facility, should the coal-
burning units be retired.

In order to demonstrate both the impact of NIPSU@ilsre to quantify these factors and
the magnitude of the cost advantage of retiringg8tdr units 14 and 15, Dr. Fisher performed
an analysis that found that NIPSCO could contirmugaty—in full—all local taxes and a full
compensation package to its existing generation@raps (including those no longer required
after the plant retirements) and still save ratepa$327 million by retiring the Schafer urfits.

In fact, Dr. Fisher explained that the discrepabnetween customer savings and expected local
impacts is so large that NIPSCO could pay everyaictgd employee an annual pension of
$338,000 each year from 2024 to 2039 and stilartetnefit to customers by retiring Schahfer
units 14 and 15. In sum, there is no justificafienthe Commission to rely on community
impacts, either alone or in combination with anyat®lity impacts, to overturn the substantial
cost advantage of retiring those units.

4. Other relevant considerations confirm that the deaion to retrofit
Schafer units 14 and 15 is unreasonable and imprude

The Commission may consider any other factorsititansiders relevant in a CPCN
proceeding.See § 8-1-8.4-6(b)(2). Sierra Club offers two factéosthe Commission’s
consideration: the possibility of future ELGs &at Schahfer units 14 and 15 and local public

health impacts.

8 Hearing Tr. at A-73 (Mr. Douglas confirming NIPS@Gntention that all Bailly employees
receive other employment opportunities within tbenpany when those units are retired).

29 Sierra Club Exhibit 1, page 60.
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First, while U.S. EPA has taken action that purptotstay the effectiveness of the ELG
Rule pending reconsideration, Mr. Carmichael testithat because the ELG Rule is grounded
in statute, the company expects some form of th® Rule to remain in place after U.S. EPA
completes its reconsideration proc&s#s NIPSCO witness Mr. Kurt Sangster stated that,
while its review is ongoing, NIPSCO’s current arsadyindicates that a Zero Liquid Discharge
(“ZLD") system may be the most appropriate techgglto use at Schahfer to comply with the
ELG Rule’s flue gas desulfurization wastewater lkigsge requirements. In his original direct
testimony, Mr. Sangster reported a capital costese of $163,875,000 for this ZLD project at
Schahfer units 14 and 15. Sierra Club respectiubgests that the Commission take into
account the risk to customers that these costsdimeiincurred in the future. This risk of further
capital spending to continue to maintain Schahfeisul4 and 15 furthesupports a decision to
reject the CPCN for the Schahfer Avoidable CCR RRuigects.

Second, coal-burning power plants, in generalseayeater local public-health impacts
than any other form of generation. As Dr. Fisha@lains, these impacts can be monetized and
are substantiaft These public-health impacts support a decisiaeject the CPCN for the
Schahfer Avoidable CCR Rule Projects.

C. Retrofitting Michigan City Unit 12 Is Not Low Cost, Cost-Effective, or
Otherwise Reasonable.

The evidence is undisputed that retrofitting Mi@mgCity unit 12 would cost customers
substantially more than the alternative of retirihgt unit by 2023. In NIPSCO'’s base case

scenario, retiring Michigan City unit 12, as wedl &chahfer units 14 and 15, in 2023 saves its

30 Hearing Tr. at A-20.
31 Sjerra Club Exhibit 1, pages 51-52.
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customers $282,133,000.NIPSCO has not offered any compelling reliabitityother relevant
concern that justifies requiring customers to pgyeanium to continue to operate Michigan unit
12 beyond 2023. Accordingly, the Commission shalddy NIPSCQO’s request for the
Avoidable CCR Rule Projects at Michigan Citye(, the Bottom Ash Conveyance project and
related O&M costs).

V. Conclusion

For the foregoing reasons, and as supported inaSub’s Proposed Order, Sierra Club
respectfully asks that the Commission deny NIPSCIPEN request for the Avoidable CCR

Rule Projects.

Dated: September 18, 2017
Respectfully submitted,

/s/ Tony Mendoza

Tony Mendoza

Staff Attorney

Sierra Club

2101 Webster St.,i"Floor
Oakland, CA 94612

(415) 977-5589
tony.mendoza@sierraclub.org

Kathryn A. Watson

Spalding & Hilmes, PC

338 South Arlington Avenue
PO Box 199020
Indianapolis, IN 46219-9020
(317) 257-5970

(877) 352-9340 (fax)
kawatson@spaldinglaw.net

Attorneys for Sierra Club

32 NIPSCO Exhibit 5, Attachment 5-A.
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