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Public Version

CAUSE NO. 44794

REDACTED PETITION TO REOPEN THE EVIDENTIARY RECORD

Pursuant to 170 1.A.C. § 1-1.1-22, Citizens Action Coalition and Sierra Club

(collectively, “Joint Intervenors™) respectfully request that the Commission reopen the record in

Cause No. 44794. This case arises from Indianapolis Power & Light Company’s (“IPL”)

application to the Commission for certificates of public convenience and necessity (“CPCNs”) to

install and operate projects at its Petersburg Station to comply with both Clean Air Act National

Ambient Air Quality Standards (“NAAQS”) for sulfur dioxide and the Coal Combustion

Residuals (“CCR” or “coal ash”) rule. Since the Commission concluded hearings in this case in

January 2017, there has been a change of fact that is material to the findings the Commission

must make pursuant to Indiana Code 8 8-1-8.4-6(b)(1)(A)-(E), (b)(2) (enumerating factors which
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the Commission must examine when considering an application for a CPCN for a “compliance
project”).

In particular, there has been a material change of fact that affects one of the key
assumptions in the Company’s economic analysis of the projects. The newly posted MISO
capacity clearing price for 2017/2018 is dramatically lower than the capacity price assumption
that IPL relied upon in its economic analysis. IPL assumed a || G
., however the results of MISO’s recent 2017/2018 Planning Resource Auction yielded a
capacity clearing price of only $1.50/MW-day. See Joint Intervenors’ Witness Schlissel’s
Affidavit, attached as Exhibit 1, and the MISO 2017/2018 Planning Resource Auction Results

(Apr. 14, 2017), attached as Exhibit 1, Attachment 1.

The new evidence is material because it is directly relevant to three findings that the
Commission must make in a CPCN proceeding, each of which relies on an economic analysis of
the compliance projects. Specifically, whether the compliance projects are “reasonable and
necessary,” IC 8 8-1-8.4-6(b)(1)(D), whether the compliance projects will “extend the useful
life” of the Petersburg Station and how much the “value of that extension” is worth, IC § 8-1-
8.4-6(b)(1)(E), and whether the projects constitute least-cost planning. See 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

component of our Certificate of Need law.” (internal quotation marks omitted)).

l. FACTUAL BACKGROUND

On May 31, 2016, IPL filed a petition seeking CPCNs to install and operate projects at its
Petersburg Station to comply with both the NAAQS for sulfur dioxide and the CCR rule. On
November 30, 2016, IPL, together with the Indiana Office of the Utility Consumer Counselor

(“OUCC”) and the IPL Industrial Group (“1G”), filed a joint motion for leave to submit a
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settlement agreement, which was granted. IPL and the OUCC subsequently filed testimony and
attachments supporting the settlement agreement. The Commission convened an evidentiary
hearing, which took place on January 18 and 26, 2017. Following the hearing, the parties filed
post-hearing proposed orders and briefs. A Final Order in the matter is currently scheduled to
issue on April 19, 2017. See Indiana Utility Regulatory Commission, Public Notice of IURC
Conference Final Agenda (April 17, 2017), attached as Exhibit 2.

On April 14, 2017, the Midcontinent Independent System Operator (“MISO”) released
the results of its 2017/2018 Planning Resource Auction. The clearing price for capacity in Zone
6, which encompasses the region served by IPL’s Petersburg Station, is $1.50/MW-day. See
MISO 2017/2018 Planning Resource Auction Results, at 2, 6, 8 (Apr. 14, 2017), attached as

Exhibit 1, Attachment 1.

1. LEGAL STANDARD

170 1.LA.C. § 1-1.1-22 authorizes the Commission to reopen the evidentiary record in
response to a petition, which must set forth:

(1) Material changes of fact or law alleged to have occurred since the conclusion
of the hearing.

(2) The reason or reasons such changes of fact or law could not have been
reasonably foreseen by the moving party prior to the closing of the record.

(3) A statement of how such changes of fact or law purportedly would affect the
outcome of the proceeding if received into evidence.

(4) A showing that such evidence will not be merely cumulative.

170 1.A.C. § 1-1.1-22(b)(1)-(4).
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1. ARGUMENT

A. A Material Change in the MISO Capacity Clearing Price Has Occurred
Since the Hearing.

There has been a material change of fact that affects one of the key assumptions in IPL’s
economic analysis of the proposed compliance projects. The newly released MISO capacity
clearing price for 2017/2018 is dramatically lower than the capacity price assumption that IPL
relied upon in its economic analysis. IPL assumed a ||| G s
Affidavit of David A. Schlissel (“Schlissel Affidavit”), { 5, attached as Exhibit 1. However, the
results of MISO’s recent 2017/2018 Planning Resource Auction show a capacity clearing price

of only $1.50/MW-day. See Exhibit 1, Attachment 1 at 2, 6, 8.

The discrepancy between MISQO’s actual capacity clearing price and IPL’s capacity price
assumptions represents a profound miscalculation on the part of IPL. Instead of |||l
I s P predicted, the 2017/2018 capacity auction results declined 98 percent
from the previous price of $72/MW-day. See Exhibit 1, at  5-6. The drop in capacity prices
can be explained by the inflow of new generating supplies combined with lower load forecasts.
Id., at § 7. The new price of $1.50/MW-day will be in effect through the May 31, 2018 end of
MISO’s Planning Year 2017/2018. 1d., at 1 6. Beyond that date, it remains “extremely unlikely,
if not impossible” that capacity prices will reach the levels assumed by IPL. Id., at { 8.

By relying on high capacity price assumptions, IPL was able to produce an economic
analysis that appeared to favor the proposed compliance projects. That economic analysis
evaluated whether or not the proposed NAAQS and CCR compliance projects represented the
least-cost option for complying with the applicable environmental requirements. One of the key
inputs in that economic analysis is capacity price. By assuming high capacity prices, IPL was

able to argue that the Petersburg units will operate at high capacity factors and generate
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substantial additional revenue. This optimistic outlook, IPL argued, favored retrofitting and
continuing to operate the Petersburg units instead of retiring them. See JI Ex. 1 (Schlissel
Direct), p. 3, lines 1-3, & p. 26, line 4 to p. 31, line 8; JI Ex. 1-S (Schlissel Settlement) p. 21, line
8 top. 27, line 8. However, if IPL were to input actual capacity price into its economic analysis,
in lieu of assumed capacity price, it is far from certain that the updated analysis would support
the proposed compliance projects as the least cost option.

The new evidence is material because it is directly relevant to three findings that the
Commission must make in a CPCN proceeding, each of which relies on an economic analysis of
the compliance projects. First, whether the compliance projects are “reasonable and necessary,”
8 8-1-8.4-6(b)(1)(D). Second, whether the compliance projects will “extend the useful life” of
the Petersburg Station and how much the “value of that extension” is worth, § 8-1-8.4-
6(b)(1)(E). Third, whether the compliance projects constitute least-cost planning. See 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 component of our Certificate of Need law.” (internal quotation marks omitted)).

B. The Change in Fact Could Not Have Been Reasonably Foreseen by Joint

Intervenors Prior to the Close of the Record.

Joint Intervenors could not reasonably have foreseen this change in fact prior to the close
of the record. To be sure, Joint Intervenors have maintained throughout these proceedings that
IPL’s capacity price assumptions were unreasonably high and that long-term, annual capacity
prices in MISO “will continue to see-saw up and down.” JI EX. 1 (Schlissel Direct), p. 39, lines
9-12. But Joint Intervenors could not reasonably have foreseen with any degree of accuracy the

dramatically low capacity clearing price of $1.50/MW-day.
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C. The New Evidence Would Support the Finding That the Proposed
Compliance Projects Are Not Economic.

The NAAQS and CCR compliance projects are not economic under present market
conditions. Previously, Joint Intervenors conducted their own economic analysis using capacity
price assumptions lower than those used by IPL, but vastly higher than the newly posted capacity
prices, and found that the NAAQS and CCR projects are not economic. JI Ex. 1-S (Schlissel
Settlement), p. 22, line 3 to p. 27, line (capacity price assumption set to $100/MW-day). If Joint
Intervenors were to update their analysis using the newly posted price of $1.50/MW-day, it
would absolutely confirm that result.

IPL’s high capacity price assumptions mistakenly tilted the economic analysis in favor of
retrofitting and continuing to operate the Petersburg units instead of retiring them. By assuming
high capacity prices, IPL was able to argue that the Petersburg units will operate at high capacity
factors and generate substantial additional revenue. See JI Ex. 1 (Schlissel Direct), p. 3, lines 1-
3, & p. 26, line 4 to p. 31, line 8; JI Ex. 1-S (Schlissel Settlement) p. 21, line 8 to p. 27, line 8.
Those assumptions were unreasonable, as Joint Intervenors argued throughout this proceeding.
Instead, it is reasonable to expect that long-term, annual capacity prices in MISO, including Zone
6, will “continue to see-saw up and down . ...” JI Ex. 1 (Schlissel Direct), at p. 39, lines 9-12.
Now, with the benefit of the newly posted capacity clearing price to confirm Joint Intervenors
skepticism, IPL’s argument is impossible to sustain. Under current market conditions, the
economic analysis will show that Petersburg is unable to generation enough revenue to operate
economically. Under these facts, the economics favor retirement—an alternative which IPL has

thus far declined to analyze.
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D. The New Evidence Would Not Be Merely Cumulative.

The new evidence would not be merely cumulative because it is the best information
available and it contradicts information currently in the record. The new evidence replaces IPL’s
capacity price assumptions with actual capacity prices. Moreover, it directly contradicts those

assumptions. Compare, Exhibit 1, Attachment 1, at 2, 6, 8 (MISO 2017/2018 capacity clearing

price is $1.50/MW-day) with Exhibit 1, at 1 5 (forecasting base capacity prices of ||| Gz

) 5ccause IPL’s capacity price assumptions are key to its economic analysis,

reopening the record will ensure that the Commission is using the most current and accurate

information as it evaluates the Company’s CPCN application.

V. CONCLUSION AND REQUEST FOR RELIEF

For the foregoing reasons, Joint Intervenors respectfully request that the Commission
reopen the evidentiary record in this proceeding in order to admit evidence showing that the
MISO 2017/2018 capacity clearing price is $1.50/MW-day and allowing the parties the
opportunity to discover the precise effect of this new information on IPL’s economic analysis.
The MISO 2017/2018 capacity clearing price contradicts, and would replace, a key assumption
in IPL’s economic analysis. An updated economic analysis is required so that the Commission
may evaluate whether the proposed compliance projects are reasonable and necessary, the value
of the extension of the useful life of Petersburg as a result of the compliance projects, and
whether the projects constitute least-cost planning. Therefore, Joint Intervenors request that the
Commission issue a scheduling order that: (1) provides parties with an opportunity to conduct
discovery; (2) allows parties to submit pre-filed testimony; and (3) schedules an evidentiary

hearing.
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Dated: April 18, 2017

Respectfully submitted,

Jennifer A. Washburn, Atty. No. 30462-49
Citizens Action Coalition, Inc.

603 East Washington Street, Suite 502
Indianapolis, Indiana 46204

Phone: (317) 735-7764

Facsimile: (317) 290-3700
jwashburn@citact.org

Thomas Cmar, Atty. No. 3491-95-TA
Earthjustice

1101 Lake Street, Suite 405B

Oak Park, IL 60301

Phone: (312) 257-9338

Facsimile: (212) 918-1556
tcmar@earthjustice.org

B j .Y 5773-95-TA
Earthjustice

1617 John F. Kennedy Blvd., Suite 1130
Philadelphia, PA 19103

Phone: (215) 717-4528

Facsimile: (212) 918-1556
blocke@earthjustice.org

Counsel for Joint Intervenors
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AFFIDAVIT OF DAVID A. SCHLISSEL

1. My name is David A. Schlissel. I am the President of Schlissel Technical Consulting,

Inc., 45 Horace Road, Belmont, MA 02478.

I graduated from the Massachusetts Institute of Technology in 1968 with a Bachelor of
Science Degree in Engineering. In 1969, | received a Master of Science Degree in
Engineering from Stanford University. In 1973, | received a Law Degree from Stanford
University. In addition, | studied nuclear engineering at the Massachusetts Institute of
Technology during the years 1983-1986.

. Since 1983 | have been retained by governmental bodies, publicly-owned utilities, and
private organizations in 38 states to prepare expert testimony and analyses on engineering
and economic issues related to electric utilities. My recent clients have included the U.S.
Department of Justice, the Attorney General and the Governor of the State of New York,
state consumer advocates, and national and local environmental organizations. | have
filed expert testimony before state regulatory commissions in Arizona, New Jersey,
California, Connecticut, Kansas, Texas, New Mexico, New York, Vermont, North
Carolina, South Carolina, Maine, Illinois, Indiana, Ohio, Massachusetts, Missouri, Rhode
Island, Wisconsin, lowa, South Dakota, Georgia, Minnesota, Michigan, Florida, North
Dakota, Mississippi, Maryland, Virginia, Arkansas, Louisiana, Colorado, New Mexico,
Oregon and West Virginia and before an Atomic Safety & Licensing Board of the U.S.



Nuclear Regulatory Commission. A copy of my current resume was admitted into the
record at the evidentiary hearing as JI Exhibit 1, Attachment DAS-1. Additional
information about my work is available at www.schlissel-technical.com.

. As a witness for Joint Intervenors in this proceeding, | testified that the Company relies in
its economic modeling on forecasts that assume that natural gas, energy market, and
capacity prices will all over the next years, behaving
very differently in the future than they have in the recent past. I testified how IPL’s
forecasts are inconsistent with current market conditions, as reflected both by actual
market prices in 2016 (which were lower than those incorporated in IPL’s base case in
this proceeding) and by forward markets, which project that current trends of low natural
gas and energy market prices will likely persist for years into the future. Moreover, |
discussed how IPL could and should have updated its forecasts prior to filing its case-in-
chief with spring 2016 data that more accurately reflects current market conditions, but it
chose not to do so. As my testimony demonstrated, if IPL had used realistic assumptions
in its modeling equivalent to those in the Company’s own “low” gas price scenario, it
would have been forced to conclude that the proposed projects are not a reasonable,
necessary, or least-cost alternative. JI Ex. 1 (Schlissel Direct), p. 2, lines 23-24, & p. 4,
line 3 to p. 24, line 12; JI Ex. 1-S (Schlissel Settlement), p. 1, lines 16-20, & p. 4, line 11
to p. 13, line 9; see also Tr. at B-60 to B-61.

. In my direct testimony, | produced the following two graphs to demonstrate why IPL’s
forecast, showing that capacity market prices

, IS unreasonable. The first graph shows
IPL’s assumed future MISO capacity prices, while the second shows the MISO Zone
6 capacity prices through the 2017/18:
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6. On April 14, 2017, MISO, the regional transmission organization of which IPL is a
participant, posted its latest Planning Year 2017/18 capacity auction results. Instead of
climbing, as IPL had assumed, the results, at $1.50/MW-day, represented a decline of 98
percent from the previous price of $72/MW-day. See Attachment 1. This new price will
be in effect through the May 31, 2018 end of MISQO’s Planning Year 2017/2018.

7. The following graph shows the results of MISO’s last four capacity auctions for Zone 6
that covers Indiana.

! IPL Confidential Workpaper JMS-1.



8.

10.

11.

12.

MISQO’s Last Four Capacity Auctions for Zone 6

Thus, instead of increasing as IPL had forecast, capacity prices in MISO Zone 6 have
declined.

It has been noted that the lower capacity prices are largely reflective of new generating
supplies and lower load forecasts. Increased demand-side resources and energy efficiency
were offered in the auction, and cleared. There also were increases in renewable
resources of both wind and solar that were offered in the auction.

Given the new $1.50/MW-day capacity price for Planning Year 2017/2018, it is
extremely unlikely, if not impossible, that capacity prices for the calendar year 2018, and
beyond, will reach anywhere close to the levels assumed by IPL.

This new information from MISO further demonstrates that IPL unreasonably relied on
high capacity prices in this proceeding, resulting in a proposal that is very risky and
unlikely to produce benefits to ratepayers.

To summarize, the MISO Planning Year 2017/18 Capacity Results released on April 14,
2017, show that IPL seriously overstated the future capacity revenues that it will earn
from the Petersburg plant and that, consequently, ratepayers are unlikely to benefit from
the proposed Petersburg upgrades.



Source $/MW-day
MISO 2017/18 $1.50
Capacity Results
released 4/14/17
MISO Zone 6 $72
2016/17 Capacity
Results as of 10/4/16
IPL Projected S-
Capacity Prices for
2018 as of 5/31/16

13. Accordingly, it is my opinion that the Commission should reopen the record to consider
the impact of the new MISO capacity prices as it would likely affect the outcome of the
proceeding if received into the record.

14. T affirm, under the penalties of perjury, that the foregoing statements are based on
personal knowledge and are true and correct to the best of my knowledge, information
and belief

Further I say not.

Dawd 4. AAi

David A. Schlissel

April 18,2017
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EXHIBIT 2



STATE o/ INDIANA

INDIAMA UTILITY REGULATORY COMMISSION www.in.gov/iurc
101 WEST WASHINGTOMN STEEET, SUITE 1500 EAST : o Office: (317) 232-2701
INDIAMNAPOLIS, INDLAMA 46204-3419 Facsimile: {317) 232-6758

PUBLIC NOTICE

April 17, 2017

The Indiana Utility Regulatory Commission will meet in Conference this coming Wednesday,
April 19, 2017 at 2:00 P.M. LOCAL TIME, IURC Conference Center, Suite 220, PNC Center,
Indianapolis, Indiana to discuss or vote on the matters attached.

Questions concerning this proceeding or any other matters pending before the Commission may
be directed to Megan Wade-Taxter, Public Relations Manager, at (317) 233-4723.

) len 17 P tee

MARY M. BECERRA, SECRETARY OF THE COMMISSION
INDIANA UTILITY REGULATORY COMMISSION




INDIANA UTILITY REGULATORY COMMISSION

Final Agenda

Conference to be held Wednesday, 4/19/2017 at 2:00 PM LOCAL TIME, IURC Conference
Center, Suite 220, PNC Center, 101 West Washington Street, Indianapolis, Indiana.

Carol Sparks
Drake

37369 GCA 117 Boonville Natural Gas Corporation  Final Order
38706 FAC 114 Northern Indiana Public Service Co. Final Order

Marya Jones

44845 Xcel Energy Transmission Dismissal Order
Development Company, LLC
44924 VVSP 1 Skitter Cable TV, Inc. Final Order

Aaron Schmoll

44733 TDSIC 1 S 1 Northern Indiana Public Service Co. Final Order
Loraine Seyfried

44794 Indianapolis Power & Light Company Final Order
44913 Indiana Michigan Power Company  PHC Order

Technical Divisions may present utility articles for Commission approval.

The Pipeline Safety Division may present proposed findings of violation and Advisory Committee
recommendations for Commission approval.

The Chief Administrative Law Judge may present an order authorizing Commissioners and
Administrative Law Judges to conduct hearings and investigations in assigned cases.

The Commission may consider any pending appeals to the full Commission of rulings by presiding
officers.

This agenda is current as of the time of issue; however, items may be added or deleted at the
discretion of the Commission.





