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1. INTRODUCTION 

On November 1, 2013, Duke Energy Indiana (“DEI”) released its 2013 Integrated Resource Plan (“IRP”), 

the culmination of a new process involving periodic stakeholder feedback and review. Synapse Energy 

Economics, Inc. (“Synapse”), and Schlissel Technical Consulting were retained by Mullett & Associates 

and Citizens Action Coalition of Indiana, as well as others (“Citizens Groups”) to review IRP assumptions 

and provide comments and feedback to DEI throughout the stakeholder process, and review the final 

IRP. 

The first section of our comments will address the Company’s coal capacity. DEI, as many other utilities, 

is facing the potential of significant transformation over the next few years. Steady or falling load, low 

gas prices, increasing public and regulatory urgency to reduce emissions of carbon dioxide, and existing 

and emerging environmental regulations all put pressure on coal-focused utilities such as DEI. In 2014, 

DEI estimates that it will have served over 90% of its energy from coal-fired generators, and while the 

utility expects that this fraction will drop moderately in the future, DEI expects it to stay well above 80% 

through the foreseeable future (2030). As a backdrop to this, the Energy Information Administration 

(“EIA”) indicates that the owners and operators of 27 GW, or 8.5%, of US coal-fired capacity are 

reporting expected retirements by 2016.
1
 MISO estimates that 12.6 GW, or 21%, of the ISO’s coal 

generators will retire in the next few years.
2
 It is widely acknowledged that this change will be 

transformative to utilities and their suppliers, as well as ratepayers. Effectively planning for retirements 

in a transparent and open fashion is critical to achieving a sustainable and cost effective resource 

portfolio that strikes an appropriate balance between cost-minimization and risk reduction, as the 

Commission’s proposed IRP rule requires.
3
 DEI’s resource portfolio is not immune from these changes, 

as can be seen in the planned retirement of Wabash River 2-5, and the conversion or retirement of 

Wabash River 6. However, other elements of DEI’s portfolio remain vulnerable. A bulk of the comments 

herein explore some of these vulnerabilities, and assess the extent to which DEI has appropriately 

disclosed and planned for needed changes to its portfolio. 

The second section of our comments addresses DEI’s consideration of renewable energy resources. 

Duke Energy Indiana serves customers in some of the richest wind territory east of the Mississippi 

                                                           

1
 http://www.eia.gov/todayinenergy/detail.cfm?id=7290 

2
 MISO Transmission Expansion Planning (MTEP) 2013, 

https://www.misoenergy.org/Library/Repository/Study/MTEP/MTEP13/MTEP13%20Full%20Report.pdf 
3
 170 IAC 4-7-8(b)(7) (proposed rule).  According to the official summary of the Commission’s 2012 Contemporary 

Issues Technical Conference, “[t]he revisions in the IRP rule are intended to stress that risk as well as cost should 

be considered when identifying future resources. The goal is to move from simply identifying the ‘least cost’ plan 

to a more robust plan that holds up to future risks and represents the best combination of cost and risk. . . .  

Commission staff hopes for discussion in the IRP regarding what went into decision-making process and how the 

utility weighed the uncertainties.”  Summary of IRP Contemporary Issues Technical Conference, at 2-4 (Oct. 18, 

2012), at 

http://www.in.gov/iurc/files/Summary of IRP Contemporary Issues Technical Conference held on Oct 18 20

12.pdf. 
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River,
4
 and yet the IRP envisions (in the base case) a slim 4% of load served by wind in 2025, barely 

growing to 6% by 2030.  

The third section of our comments addresses the Company’s consideration of energy efficiency 

resources, and the extent to which they are modeled as competitive resources within DEI’s analysis 

structure. 

The fourth section re-visits concerns raised by Synapse and Citizens Groups on DEI’s modeling and 

analysis process in the prior CPCN docket as well as throughout this IRP. Duke Energy, as the largest 

electric power holding company in the nation, has the resources, capacity, and ability to perform cutting 

edge planning, modeling, and analysis, and offer appropriate resources to ensure that their planning is 

comprehensive and complete. Instead, the planning mechanism is poorly conceived and provides little 

actionable information. 

2. COAL PLANT ECONOMICS 

2.1. Price for carbon dioxide emissions 

In Cause 44217 (“Phase 2 CPCN”), Synapse witnesses
5
 testified that DEI’s base case prices for CO2 

emissions were too low – approximately equal to the “low case” CO2 prices forecast by Synapse. That 

testimony was filed at the end of 2012, around the time that DEI began this IRP process. DEI’s final IRP 

was submitted in November 2013, with no change to the CO2 price used in 44217. 

On June 25, 2013, the President announced a timeline for the completion of regulations of carbon 

emissions from new and existing fossil fuel fired electricity generators. Earlier, in May 2013, the 

Administration also released a new series of estimates for the “social cost of carbon” (“SCC”), a 

monetized estimate of the damage caused to society by global climate change.
6
 Together, these two 

announcements signal a strong intent by the current Administration to take significant actions aimed at 

reducing carbon emissions from new and existing coal-fired power plants. The EPA is actively developing 

a proposed regulation to control carbon from existing sources, soliciting state proposals and engaging in 

listening sessions. EPA is expected to publish a proposed rule in June 2014, and to finalize it in June 2015 

with state implementation plans due the following year. Therefore, the idea that carbon regulations and 

restrictions are far off or of minor import is misplaced. 

The EPA and other agencies use the social cost of carbon (and other externality estimates) to inform the 

cost-effectiveness of rulemakings; indeed, in recent years, EPA has successfully supported its 

rulemakings on the basis of their cost effectiveness relative to social benefits. In conjunction with the 

                                                           

4
 See http://www.nrel.gov/gis/wind.html.  

5
 Direct Testimony of Dr. Frank Ackerman in Cause 44217. 

6
 See Exhibit JIF-15. 
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slightly exceeds the reference case, the Company has the low end of carbon risk well characterized 

– but has not disclosed the risks to their fleet at higher ranges. 

We recommend that in order to capture the full range of risk, DEI should explore: 

1. A higher carbon price in the base case comparable to that proposed by Synapse in Cause No. 

44217, and 

2. A much higher carbon price when reviewing more stringent environmental regulations. 

2.2. Gallagher 2 & 4 

In June 2012, DEI filed an application for a certificate of public convenience and necessity (“CPCN”) for 

its “second phase” of environmental retrofits at its coal-fired power plants to comply with the mercury 

and air toxics standard (“MATS”).
10

 In that analysis, DEI indicated that the Gallagher units would operate 

through the end of a 2030 analysis period if retrofitted, or would otherwise be retired expeditiously. On 

behalf of environmental interveners,
11

 Synapse provided testimony highlighting analytical errors,
12

 and 

reviewing additional risks to those units not considered by the utility, including higher CO2 prices 

emerging from regulations or legislation. In response, the Company withdrew its request to retrofit the 

Gallagher units, choosing to defer that decision to a later date.
13

 In the current IRP, DEI estimates that 

Gallagher will need to be retired in 2019 to avoid “anticipated future regulations potentially requiring 

significant investments in 2019,”
14

 and indicates that “the NAAQS [National Ambient Air Quality 

Standards] assumptions mainly impacted future modeling of Gallagher, which was either required 

to install SNCR or assumed to retire due to a requirement to install SCR and/or FGD.”
 15

 

Reviewing data provided by the Company from this IRP, it is entirely unclear why Gallagher should not 

be retired as expeditiously as is technically and legally practicable in light of its very poor economics. In 

response to a data request, DEI provided unit-by-unit capacity, generation, fuel costs, variable and fixed 

O&M, start costs, and emissions costs.
16

 DEI also provided forecast hourly energy market prices, 

allowing us to estimate “optimal” dispatch of each unit relative to market prices,
17

 estimate a gross 

energy market margin, and after deducting fixed costs, net annual revenues. 

                                                           

10
 IURC Cause 44217 

11
 Environmental interveners included Citizens Action Coalition, Save the Valley, Valley Watch, and Sierra Club. 

12
 Analytical errors in 44217 included counting the costs of continuing to operate the Gallagher units in the 

modeled scenario in which Gallagher was supposed to be retired. See Direct Testimony of Rachel Wilson in 44217, 

page 20. 
13

 See IURC Decision in 44217, page 14, “Duke’s Rebuttal Evidence.” 
14

 See IRP, p111.  
15

 See IRP, p94.  
16

 Confidential Attachment to JI DR 2.8-B. 
17

 This analysis performed simply, assuming that each unit would operate in full during hours where the market 

energy price exceeded the variable cost of production, and not at all otherwise. 
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Gallagher 2 & 4 perform dismally under the assumptions provided by the Company, and do not reflect 

the Company’s analysis results, as shown in Confidential Figure 2 below. Allowing Gallagher 4 to operate 

during any hour that it could net a positive energy margin (“optimal dispatch”), the unit’s capacity factor 

declines quickly from 2013 (a 30% capacity factor) towards its anticipated retirement date in 2019. In 

contrast, the Company had predicted that the unit would have performed nearly 30% better in 2013 

than it actually did,
18

 and will maintain above a % capacity factor through 2018. According to the 

Company’s supplied energy market prices, any hours in which the unit operates beyond those indicated 

by the “optimal” line cut further into the unit’s poor margins. Gallagher 2 shows a similar story. 

 

  

Confidential Figure 2. Gallagher 4 capacity factor, historical and projected. Projection from DEI model and “optimal” from 

Company hourly market prices. 

Reviewing the margins that Gallagher 2 & 4 could make on the energy market, even if optimally 

dispatched, against the fixed O&M costs provided by the Company indicates that both Gallagher units 

are losing money today, and therefore do not appear to be “useful” assets for Duke’s ratepayers. The 

figure below shows the annual net revenues of Gallagher 2 & 4 from the present day through 2019. 

Together, these units are at least a   liability between now and 2019 (net present value).
19

   

                                                           

18
 Historical data derived from EPA Air Programs Market Data (“AMPD”). 

19
 Exclusive of market capacity value. 
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Air Pollution Rule
26

 or the 1-hour Sulfur Dioxide National Ambient Air Quality Standard,
27

 may compel 

the Company to retire the unit. 

2.4. Cayuga 

The economic merits of retrofitting Cayuga with SCR were debated in the Phase 2 CPCN (Cause 44217). 

We have not re-performed the analysis of that unit here, but there are at least two notable points from 

that docket that are relevant to this IRP: 

• CO2 price tipping point: In response to a Docket Entry dated December 28th, 2012, DEI states 

that the CO2 price considered in that CPCN (and in this IRP) would only need to be $4/tCO2 

higher to make the decision to retrofit Cayuga a break-even decision with retirement. It is 

surprising, therefore, that the Environmental Focus scenario, which uses a higher CO2 price, 

does not result in the retirement of Cayuga in the near term. 

• SCRs still under construction: The analysis appears to consider the Cayuga SCRs a fully sunk 

cost, which is technically incorrect. If the Cayuga SCRs are still under construction, and the 

Company is not yet contractually committed to pay for the SCRs in full, then there may still be 

avoidable costs associated with retiring the units rather than continuing construction. As of July 

22, 2013, in the midst of the IRP analysis, “Duke Energy ha[d] allocated $125 million 

for…vendors and contractors” out of the total $400 million project.
28

 It would have been 

appropriate during the IRP development to examine the avoidable forward-looking costs of 

continuing the SCR construction (i.e. $275 million). Under all circumstances, these avoidable 

costs should be examined in forward-looking analyses such as this IRP. 

Even without the consideration of the SCRs, DEI indicates at least   in future environmental 

capital costs (see 7) that should be considered fully avoidable in the creation of optimal scenarios.  

                                                           

26
 Possible reinstatement of EPA’s Cross-State Air Pollution Rule (“CSAPR”) is now being considered by the U.S. 

Supreme Court.  See SCOTUSblog, Environmental Protection Agency v. EME Homer City Generation, Docket No. 12-

1182, at http://www.scotusblog.com/case-files/cases/environmental-protection-agency-v-eme-homer-city-

generation/.  
27

 In 2010, EPA promulgated stringent NAAQS requiring ambient SO2 concentrations of less than 75 ppb over one-

hour averaging periods; EPA found this limit necessary to protect public health because exposure to even small 

amounts of SO2 over short periods of time can cause adverse health effects.  See Primary National Ambient Air 

Quality Standard for Sulfur Dioxide, 75 Fed. Reg. 35,520 (June 22, 2010) (to be codified at 40 C.F.R. pt. 50); 326 IAC 

1-3-4(b)(1).   
28

 http://www.duke-energy.com/news/releases/2013072201.asp. 
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Similarly to the Gibson 5 analysis, an adjustment of Cayuga’s coal prices to maintain at mid-2013 prices 

(with few exceptions, the lowest in about 2 years) changes the outlook of the plant fairly dramatically. 

The market value of Cayuga 1 drops from $200 million to $95 million, and the value of Cayuga 2 drops 

from $185 million to $83 million. These values are significant because they are lower than the net 

present value of the environmental retrofits still believed to be required at Cayuga 1 & 2, even 

considering the SCRs to be a fully sunk cost. As shown in Confidential Figure 7 earlier, Cayuga has 

significant environmental expenses still remaining, amounting to $106 and $92 million NPV (2013$) at 

Cayuga 1 & 2, respectively. 

Similarly to Gibson, while the economics do not necessarily signal a need to immediately retire these 

units (unlike Gallagher), the information provided here suggests that these units are much closer to 

borderline than indicated by the Company. The Company did flesh out some of these issues in the Phase 

2 CPCN, but this IRP (or even the 2011 IRP) would have been a reasonable venue to re-visit assumptions, 

examine a wider range of compliance alternatives, and review risks to the Company’s coal fleet – and 

examine these issues in light of still avoidable costs at Cayuga. 

3. EDWARDSPORT29 

DEI’s assumptions regarding Edwardsport’s future operations are inconsistent with what we know today 

about other IGCC units, as well as Edwardsport’s first six months of operations. Duke has publicly stated 

that the IRP assumes the IGCC is expected to achieve a 75% capacity factor in its first year, and then 

maintain an 85% capacity factor through the analysis period. DEI has also stated that the unit is 

dispatched first as the most meritorious unit in the DEI system. These assumptions are unrealistic given  

1. the actual operating performance of the Polk Station and Wabash River IGCC units and  

2. the actual operating performance of the Edwardsport Plant since the Company declared the 

beginning of commercial operations in June 2013. 

As show in Figure 9, below, the Polk Station’s annual availability as an IGCC plant ranged between 34 

percent and 83 percent during its first ten years of operations – for an average 66.7% availability during 

the ten-year period. The unit’s availability as an IGCC unit averaged only 50.5% during its first two years 

of operations (1997 and 1998). Polk’s Stations overall availability with backup fuel was still just 75.9 

percent during its first ten years of operations, or nearly ten percentage points below what Duke claims 

for Edwardsport. 

                                                           

29
 Comments prepared by David Schlissel. 
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Figure 9. Annual availability of Polk Station IGCC.
30

 

As shown in Figure 10, below, the annual availability of Wabash River as an IGCC unit ranged between 

18.6% and 78.7% during its first ten years of operations – for an average of only 49.5 percent. And 

Wabash River’s average annual availability was only 27% during its first two years of operations (1996 

and 1997). 

 

Figure 10. Annual availability of Wabash River as an IGCC.
31

 

                                                           

30
 EPRI, 2007. Integrated Gasification Combined Cycle (IGCC) Design Considerations for High Availability. Volume 1: 

Lessons from Existing Operations, Technical Update, March 2007. p3-12. 
31

 EPRI, 2007. Integrated Gasification Combined Cycle (IGCC) Design Considerations for High Availability. Volume 1: 

Lessons from Existing Operations, Technical Update, March 2007. p3-8 
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the estimated O&M at the time of the April 30, 2012 Settlement Agreement.  However, 

the Company’s IRP appears to use total O&M that is only some 15% or so higher than 

the IGCC-4S1 figure. Consequently, the Company should increase the annualized 2013 

O&M used in the IRP to the IGCC-11 level and then escalate it by 2.5 percent per year to 

reflect overall inflation. 

4. In addition, due to uncertainty, the Company also should look at scenarios where 

Edwardsport’s annual O&M are 10% and 20% higher than the escalated IGCC-11 figure. 

It should also be noted that the Polk and Wabash River plants improved their capacity factors and 

equivalent availability in recent years after changing their gasification feedstock from 100% coal – to 

100% petcoke for Wabash River and 55% petcoke – 45% coal for Polk.  The Company should thus also 

assess the implications of such changes for Edwardsport in its current IRP. 

4. RENEWABLE ENERGY 

The DEI 2013 IRP explains that minimum renewable energy builds are programmed into the three 

scenarios, rising to a small fraction of generation by the end of the analysis period. 
32

 It is important to 

note that while the IRP indicates a minimum build, it does not suggest that the build out of wind (or 

solar) resources are optimized – i.e. the model does not examine if renewable resources can compete 

economically with either existing resource or against other new resource options, such as non-economic 

coal units, new gas options, the Wabash River 6 gas retrofit, or the nuclear unit envisioned at the tail 

end of the base case blended portfolio. As such, the IRP simply includes renewable resources as a “hard-

wired” part of a lower risk portfolio, but does not actually examine them as competitive supply side 

options. This approach is directly contrary to the direction of the Commission’s provisional IRP rule.  

Wind 

Confidential Figure 12 shows the build out of wind in each of the portfolios examined.
 33

 In each case, 

new wind only comes online in 2019, suggesting a model restriction, rather than a requirement.
34

 The 

wind build out of the blended portfolio and the traditional portfolio closely mirror each other through 

2025, at which point the blended portfolio rises to exactly    wind capacity and stays at that point 

through . Curiously, wind build out in the blended portfolio rises rapidly after , exceeding even 

the “coal retires” scenario at the end of the analysis period. 

                                                           

32
 “Each scenario begins with minimum renewables of 1% in 2018, rising to minimums of 4%, 5%, and 15% by 

2032, in the Low Regulation, Reference, and Environmental Focus Scenarios, respectively.” DEI 2013 IRP, p9, p20. 
33

 From Confidential CAC DR 2.8-b, assumes 32.5% capacity factor. 
34

 The new wind appears a year before the programmed carbon price, indicating that it is likely not a function of 

the carbon price. In addition, the traditional portfolio is crafted from a scenario without a carbon price, yet the 

wind still is built in the same year. 
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5. ENERGY EFFICIENCY 

The Company’s load forecast assumptions are critical since they determine how much capacity is 

needed to serve demand on the system at peak times. Simply put, higher peak load means a more costly 

portfolio since more build-out is needed. Demand-side management (“DSM”) measures reduce peak 

load through Demand Response (“DR”) which is only called upon during peak hours and Energy 

Efficiency (“EE”) which is spread among all hours. Thus, DR directly reduces peak load but has little 

effect on energy sales while EE reduces sales and only reduces peak load if it happens to take effect 

during those hours. The Company’s load forecasts provided in the IRP are stated in terms of net and 

gross peak load, or with and without DSM, respectively.  

The Company assumes compliance with the IURC Order from Cause No. 42693-S1, which requires a 2% 

reduction in energy sales (relative to the previous year) by 2019. DEI assumes that the annual energy 

savings ramp up to 2019 and then essentially stops after 2020 (see Figure 14). Unfortunately, while the 

Company is planning on meeting their obligation to the Commission, they are doing virtually nothing 

after that. As the figure below shows, their incremental savings from energy efficiency increases by 0.1% 

per year after 2020 (or about one sixteenth the rate it achieved in 2019).  

 

Figure 14. Incremental energy efficiency savings, by year. 

Figure 15 shows the impact of these reductions on peak load. By 2019, there is a sizeable difference in 

the Company’s peak load forecasts with and without energy efficiency (grey and black solid lines); this is 

due to the cumulative effect of the accelerated installation of efficiency measures in previous years. 

However, the difference between the two forecasts remains virtually unchanged after 2020 because 

there are very little new measures being installed. Alternatively, if the Company chose to use a 

conservative assumption of 1% incremental savings after 2019 (dashed line), they would see significant 
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decreases in peak load persist through the modeling period.
43

 By 2033, this would lead to further 

reduction of 733 MW—or approximately the size of a new natural gas combined-cycle plant. 

 

Figure 15. Peak load forecast for DEI, with DEI assumed EE, and peak load savings at 1% incremental past 2019. 

The IURC’s order will spur Indiana utilities to build up infrastructure and create jobs through marketing 

programs, energy audits, installing new measures and other activities. Therefore, DEI will be required to 

build up such a network and infrastructure in order to achieve the 2019 savings goal. The Company 

should not then squander that learning and infrastructure by halting its efforts. Rather, the Company 

should continue to grow the efficiency resource by pursuing emerging technologies and different 

marketing approaches for existing measures. Other regions of the country with a long history of 

substantial efficiency savings (at levels beyond what DEI has achieved) continue to save energy at high 

levels through efficiency programs, and plan to do so long into the future.  For example, the most recent 

power plan from the Northwest Power and Conservation Council projects that cost-effective, available 

energy efficiency will meet 85% of the region’s growing power needs through 2030.
44

 

Energy efficiency can lead to avoidance of building or retrofitting supply resources. For instance, the 

latest CPCN filing shows that Gibson 5 is uneconomic to retrofit under the “reference scenario” with the 

“low load” sensitivity.  Energy efficiency is also being explored by the U.S. EPA as a mechanism for states 

                                                           

43
 A similar analysis is presented in Dr. Frank Ackerman’s Direct Testimony in Cause No. 44217. 

44
 Sixth Northwest Conservation and Electric Power Plan, 

http://www.nwcouncil.org/media/6284/SixthPowerPlan.pdf. 



Synapse Energy Economics, Inc. Comments on DEI 2013 IRP   20  

to meet NAAQS obligations,
45

 and may be a viable mechanism by which states can meet carbon 

reduction requirements under §111(d) of the Clean Air Act.
46

  

The Company’s modeling does not optimize energy efficiency with its generation sources. Rather energy 

efficiency is “hard-wired” into the model each year. We also are not privy to the costs of energy 

efficiency that the Company is assuming so cannot compare it for ourselves. Further investments in 

efficiency could obviate the need for building new capacity and retrofitting existing capacity. Thus it 

could be an effective mechanism for compliance with pending environmental rules (including pending 

greenhouse gas regulation). For these reasons, and since it is typically the lowest cost resource, energy 

efficiency should be treated commensurately with generation in the Company’s resource planning, as 

contemplated by the IURC provisional IRP rule. 

6. SCENARIO PLANNING 

6.1. Three scenarios are insufficient, and obfuscate important variables 

The Duke Energy Indiana 2013 IRP evaluates its portfolio choice using nine permutations of three build-

out portfolios (“traditional”, “blended approach” and “coal retires”) under three scenarios (“low 

regulation”, “reference” and “environmental focus”). This analysis appears to perform exactly three 

optimizations associated with each scenario. No other optimizations are performed, and the analysis is 

thus limited to simply testing these three build-out portfolios against different commodity price 

variations.  

Citizens Groups have expressed dissatisfaction with this mechanism through discussion with the 

Company, written comment, and testimony in a previous CPCN case (Cause 44217). By limiting the 

build-out to the review of exactly three worlds, the IRP loses the opportunity to review how different 

explicit variable changes impact the choices of portfolio and denies regulators and stakeholders the 

opportunity to assess how Company assumptions impact decisions. For example, by changing gas, coal, 

and carbon costs, as well as environmental regulations among the three scenarios, it is impossible to tell 

which factors contribute to the increased observed retirements. Is the choice to retire more units 

sensitive to coal prices, energy prices, or carbon prices? And to what degree? 

                                                           

45
 US EPA, 2012. Roadmap for Incorporating Energy Efficiency/Renewable Energy Policies and Programs into State 

and Tribal Implementation Plans. http://www.epa.gov/airquality/eere/pdfs/EEREmanual.pdf.  
46

 See, for example: US EPA, 2013. Considerations in the Design of a Program to Reduce Carbon Pollution from 

Existing Power Plants. http://www2.epa.gov/sites/production/files/2013-

09/documents/20130923statequestions.pdf; AEP, 2013. Electric Sector CO2 Emissions Under 111(d). 

http://bipartisanpolicy.org/sites/default/files/Braine%20Dec%206%20Workshop.pdf; NRDC, 2013. Closing the 

Power Plant Carbon Pollution Loophole: Smart Ways the Clean Air Act Can Clean Up America’s Biggest Climate 

Polluters. http://www.nrdc.org/air/pollution-standards/files/pollution-standards-report.pdf. 
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Similarly, while the subsequent CPCN (Phase 3, Cause 44418) does perform unit-by-unit valuation 

studies, the IRP fails to provide a mechanism by which regulators or stakeholders can review the 

economic viability of individual units without performing post-hoc analyses like those performed in 

these comments.  

While we appreciate the steps the Company is taking towards the improvement of the structural 

framework for their analyses simply reserving this analysis for the docketed CPCN case rather than 

making it a part of the IRP missed valuable opportunities for stakeholder engagement and collaborative 

discussions. 

6.2. Sensitivities are not illustrative 

The Company also performed a sensitivity analysis of the nine portfolio-scenario permutations with 

varying carbon prices, natural gas prices, coal prices, load growth, capital cost, and amount of 

renewables. Again, the portfolios are locked-in and are not re-optimized given fluctuations in these key 

variables. Scott Park’s Direct Testimony in Cause No. 44418 (CPCN Phase 3) presents a similar sensitivity 

analysis for individual units (Gibson 5, Edwardsport) and combinations of units (Gibson 1&2, Gibson 

3&4, and Cayuga 1&2). In contrast to the IRP, the CPCN Phase 3 filing evaluates decisions to retire or 

retrofit at the plant or sub-plant level. Interestingly, the results for Gibson 5 under the “reference” 

scenario show that the unit is uneconomic with low load growth, low gas prices, or high coal price 

sensitivities. 

The IRP takes a more “broad brush” approach by pre-selecting only three portfolios and subjecting them 

to variations in load, commodity prices and capital costs without changing the optimal build-out. The IRP 

also does not evaluate individual retirement decisions by unit or plant; these decisions are essentially 

fixed even though they should be influenced by sensitivities in load growth, capital costs and commodity 

prices. The CPCN filing shows an improved analysis by allowing the economic viability of units or plants 

to fluctuate with important variables, rather than holding them fixed. This type of unit-by-unit analysis 

should be a component of the Company’s resource planning. 

6.3. Gas-coal ratios 

In the Phase 2 CPCN docket (Cause 44217), Dr. Frank Ackerman testified that the gas-coal ratios 

considered in the various sensitivities were biased against the selection of gas alternatives. In both 

sensitivity scenarios (environmental focus and low regulation), the ratio of gas to coal prices was higher 

than the reference case – in other words, coal was favored in both sensitivities.
47

 He suggested that “the 

Company should consider scenarios with ratios of gas prices to coal prices that are less favorable to coal 

than its Base Case, rather than restricting its attention to scenarios where this price ratio is more 

favorable to coal.” In this IRP, the Company has attended to this concern, but in an inverted way: in the 

environmental focus scenario, the gas-coal ratio is higher than the base case, while in the “low reg” 

                                                           

47
 See Direct Testimony of Dr. Frank Ackerman in Cause 44217, pages 29-31. 
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scenario, the gas-coal ratio is more favorable to gas than the base case. The Company’s underlying 

assumption in the IRP is that fuel prices fall in the “environmental focus” case. However, coal prices fall 

almost 50% faster than gas prices in this scenario – leaving this scenario still more favorable to coal from 

a fuel price perspective. 

Unfortunately, the mechanism employed by DEI to create three future scenarios results in systematic 

biases that only confuse reasonable decision-making, rather than elucidating particular risks. By 

modifying coal and gas prices, CO2 prices, load, efficiency, and renewable energy requirements, we are 

unable to determine which of these factors – if any – pose the greatest risks for ratepayers or the 

Company. 

7. CLOSING 

The Commission should direct the Company to correct the significant deficiencies in the methodology 

which DEI adopted for its 2013 IRP as described in these Comments.  These revisions are critical because 

they will result in changes in the Company’s resource plans which will unquestionably improve both 

their cost and their risk profiles, thereby benefiting both DEI and its customers.  




