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On February 20, 2018, Southern Indiana Gas & Electric Company d/b/a Vectren Energy
Delivery of Indiana, Inc. (“Vectren South”) filed its verified petition in this Cause seeking, among
other relief, certificates of public convenience and necessity for a new duct-fired F-class 2x1
combined cycle gas turbine (“CCGT”) providing 700 MW of baseload and 150 MW of peaking
capacity pursuant to Ind. Code ch. 8-1-8.5 and for certain environmental projects at its Culley Unit 3
generating station pursuant to Ind. Code ch. 8-1-8.4. Petitions to intervene were filed by the Vectren
Industrial Group; Valley Watch, Inc., the Citizens Action Coalition of Indiana, Inc., and the Sierra
Club (“Joint Intervenors™); the Indiana Coal Council, Inc. (“ICC”), Sunrise Coal, and Alliance Coal,
LLC (the “Coal Parties”); SABIC Innovative Plastics Mt. Vernon, LLC; St. Joseph Energy Center,
LLP; St. Joseph Phase II LLC; and Evansville Western Railway. All of these petitions to intervene
were subsequently granted. A public field hearing was held in Evansville on July 11, 2018, at which
time members of the public presented testimony. The Indiana Utility Regulatory Commission
(“Commission™) held an evidentiary hearing at 9:30 a.m. on October 9, 2018, in Room 222, PNC
Center, 101 West Washington Street, Indianapolis, Indiana.

Based upon the applicable law and the evidence presented, the Commission finds:

1. Notice and Jurisdiction. Notice of the hearings in this Cause was given and published
as required by law. Vectren South is a “public utility” as defined in Ind. Code § 8-1-2-1(a) and Ind.
Code § 8-1-8.5-1, an “energy utility” as defined in Ind. Code § 8-1-8.4-3, and an “eligible business”
as defined in Ind. Code § 8-1-8.8-6. Vectren South is subject to the jurisdiction of this Commission
in the manner and to the extent provided by Indiana law. Pursuant to Ind. Code chs. 8-1-8.5 and 8-1-
8.4, Vectren South may seek Commission approval of Certificates of Public Convenience and
Necessity. Accordingly, the Commission has jurisdiction over Vectren South and the subject matter
of this proceeding.

2. Vectren South’s Characteristics. Vectren South is an operating public utility
incorporated under the laws of the State of Indiana, with its principal office and place of business in
the City of Evansville. Vectren South provides electric and gas utility service to the public in Indiana
and is subject to the regulation by this Commission in the manner and to the extent provided by the
laws of the State of Indiana. This proceeding pertains to Vectren South’s electric utility business.
Vectren South renders retail electric utility service to approximately 145,000 customers in seven
counties in southwestern Indiana, and owns, operates, manages and controls electric generating,
transmission and distribution plant, property and equipment and related facilities which are used and
useful for the convenience of the public in the production, transmission, delivery and furnishing of
electric energy, heat, light and power for residential, commercial, industrial and municipal uses.
Vectren South furnishes such electric utility service to retail customers located in Vanderburgh,
Posey, Gibson, Pike, Warrick, Dubois and Spencer Counties, with a major portion of such customers
residing in and around the City of Evansville, Indiana. Vectren South owns and operates 1,248
megawatts (“MW™) of total net generating capacity. This generation capacity is primarily derived
from the following five coal-fired baseload units providing a total of approximately 1,000 MW: A.B.
Brown 1 (245 MW), A.B. Brown 2 (245 MW), F.B. Culley 2 (90 MW), F.B. Culley 3 (270 MW) and
Warrick Unit 4 (150 MW?). Vectren South procures 100% of its coal supply from mines located in
Indiana.

1 Represents Vectren South’s % interest in Warrick Unit 4, a 300 MW unit.
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Vectren South’s operations are subject to federal, state and local rules promulgated and/or
implemented by, among others, the federal Environmental Protection Agency (“EPA”™), the Indiana
Department of Environmental Management (“IDEM”) and by the Environmental Rules Board of the
State of Indiana. Such rules establish environmental compliance standards that govern emissions and
discharges from Vectren South’s electric generating units.

3. Overview of the Evidence.

A. Condition of Current Fleet.

i Vectren South. The main drivers behind Vectren South’s proposal are
the age and operating characteristics of Vectren South’s existing baseload capacity and the upcoming
deadlines for significant capital investments to address environmental regulations. Mr. Wayne D.
Games, Vice President of Power Supply at Vectren South, testified regarding the condition of Vectren
South’s current generation fleet and the challenges facing the fleet. He testified Vectren South’s fleet
consists of five coal-fired baseload units totaling 1,000 MW. Mr. Games further testified that growth
of renewable energy sources and low natural gas prices have negatively affected MISO’s dispatch of
Vectren South’s coal-fired units. Instead of running continuously, Vectren South’s units are now
cycled up and down throughout the day, or are shut down altogether, decreasing unit efficiency and
increasing wear and tear on the units. Mr. Games testified that because the units were not designed to
cycle in this manner, the units cannot effectively compete with gas units in particular, which have far
better operating flexibility. Continued market reforms are exacerbating this issue and jeopardizing
unit availability and reliability.

Mr. Games also explained that the individual units face additional operating challenges. In
particular, the A.B. Brown Units rely on scrubbers that utilize a technology that has been abandoned
by the industry because of its high variable costs and the vapor it emits which causes corrosion of the
unit structure. The scrubbers are already past their expected 30 year design life and present a
significant risk to reliability and maintenance costs. He explained that Culley Unit 2 is Vectren
South’s oldest and smallest unit and that it has the worst heat rate of any coal unit in the state. Finally,
he explained the unique circumstances related to the joint operation of the Warrick Unit which creates
uncertainty as to the duration of its operation.

Ms. Angila Retherford, Vice President of Environmental Affairs and Corporate Sustainability,
testified regarding two new major federal regulatory initiatives — Effluent Limitations Guidelines
(“ELG”) and Coal Combustion Residuals (“CCR”) - impacting Vectren South’s coal-generating units.
Absent substantial investment at all of Vectren South’s coal plants, they must cease operations by
December 31, 2023. Ms. Retherford described Vectren South’s environmental compliance strategy
for the A.B. Brown and Culley units and testified future compliance costs were modeled in Vectren
South’s 2016 Integrated Resource Plan (“IRP”) under the business as usual scenario. Ms. Retherford
testified these rules and other existing federal regulatory requirements will require Vectren South to

make significant further investment at the A.B. Brown and Culley generating facilities to continue
their operation.



i. Non-Utility Parties.

1) OUCC. OUCC witnesses Lauren M. Aguilar — Utility Analyst,
Anthony A. Alvarez — Utility Analyst and Peter M. Boerger — Senior Utility Analyst testified
regarding Vectren South’s request for a CPCN to construct the CCGT. These OUCC witnesses
testified Vectren South’s decision to construct the CCGT is premature because Vectren South has not
explored all practical alternatives to extend the life of the A.B. Brown units. OUCC Witness Aguilar
ultimately recommended that the decision to build the CCGT be delayed until the end of the 2019
IRP process, in order to allow Vectren South the opportunity to evaluate additional alternatives. The
OUCC offered no alternative resource proposal, but argued for a “blended approach” with the possible
continued use of existing assets, and suggested that the necessary expenditures to continue use of
these assets could be viewed as buying an “option on the future.” The OUCC witnesses asserted that
deferring any decision until the conclusion of the 2019 IRP process would still allow sufficient time
to take action without affecting reliability.

2 Coal Parties. The Coal Parties’ witnesses generally testified that
Vectren South should wait to transition its baseload generation from coal to natural gas because the
environmental regulations driving the transition, the ELG and CCR rules, are in flux and not yet final.
Specifically, the Coal Parties’ witnesses testified that recent and anticipated EPA reconsiderations of
the ELG and CCR regulations, as well as the potential stay or replacement of the Clean Power Plan
(“CPP”), create the potential scenario where Vectren South could operate the A.B. Brown and Culley
units beyond 2023 without the need to make material investments in compliance measures. Coal
Parties witness Michael J. Nasi — Partner with the law firm of Jackson Walker L.L.P. — further
testified that Vectren South’s decision to retire its coal plants is premature. He recommended that the
decision be delayed until the environmental regulations driving the decision are better understood.
With respect to the A.B. Brown units, the Coal Parties suggested that Vectren should investigate an
alternative scrubber technology marketed by a Chinese firm to replace the existing dual alkali
scrubbers. This technology which uses ammonia creates material that can be sold as fertilizer with
revenues used to offset variable operating costs of the scrubber.

iii. Vectren South Rebuttal. Ms. Retherford, who is also a licensed
attorney, testified regarding the risks associated with continuing to operate Vectren South’s coal-fired
fleet and delaying the decision to construct the proposed CCGT. Ms. Retherford testified that recent
legal developments related to the CCR rule have made it impossible for Vectren South to continue
operating its coal-fired fleet beyond 2023 without significant capital investment. She testified that the
current water discharge permits require, and the groundwater monitoring results at the A.B. Brown
and Culley ash ponds confirm, that Vectren South must cease discharging coal ash by December 31,
2023, pursuant to the ELG and CCR rules. She also testified that Utility Solid Waste Activities Group
v. Environmental Protection Agency, 901 F.3d 414 (D.C. Cir. 2018), 2018 U.S. App. LEXIS 23547,
confirms that the CCR Rule is final, including the final compliance deadlines at issue in this
proceeding. Ms. Retherford testified that pond retirement delay is not an option, and therefore Vectren
South must either make investments to comply with the CCR rule or retire the plants before 2024.

In response to the Coal Parties’ position that the current administration could alleviate
environmental carbon regulations applicable to the coal units, Ms. Retherford testified that the
Administration’s proposed replacement for CPP does not alleviate the problems. On August 31,2018,
the EPA published its proposed Affordable Clean Energy (“ACE”) rule in lieu of CPP. She explained
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that ACE would increase uncertainty and could actually increase the cost of compliance. For units
with high heat rates — such as A.B. Brown — ACE would cause significant future compliance costs.

Vectren South also presented the testimony of Richard McMahon from Edison Electric
Institute (“EEI”) regarding the growing importance of Environmental, Sustainability and Governance
(“ESG”) reporting and metrics to the financial community, and the focus of all public electric utilities
on being responsive to these topics and establishing explicit carbon reduction targets as part of their
public disclosures. Mr. McMahon described the coordinated electric industry response to the demands
for ESG reporting, and provided specific examples of lenders and large institutional investors who
are putting pressure on companies to transition from dependence on coal units. He explained that
Vectren South’s 60% carbon emission reduction was in line with similar targets publicly disclosed
by its electric utility peers. He also presented information regarding the industry transition from
reliance on coal to use of gas as part of the ability to reduce carbon emissions.

As to the potential for alternative scrubbers, Vectren South witness Paul Farber — Principal of
P. Farber & Associates, LLC — testified regarding the shortcomings of the technologies presented by
Sunrise Coal witness Dombrowski and OUCC witness Aguilar and explained why, from an
operational and financial perspective, it would not be prudent for Vectren South to adopt those
technologies. With respect to the ammonia based scrubber technology presented by witness
Dombrowski, Mr. Farber testified the technology has very limited deployment in the United States
and would present a number of operational challenges if installed at baseload coal-fired units like
A.B. Brown. These uncertainties and risks posed by adoption of this technology include its cost, its
impact on operation of the units (including that it might cause Vectren South to be out of compliance
with regulations for other constituents such as mercury and particulate matter absent further types of
investments), the unknown ability to sell fertilizer output, and the complications associated with
dealing with vendors with no domestic history. He discussed in depth the substantial operational
burden and health and Homeland Security risk associated with handling the large amount of ammonia
required by such a scrubber. Mr. Farber concluded that the Coal Parties had failed to provide any
evidence that the capital costs of this scrubber technology would be any less than the scrubber
modeled in Vectren South’s 2017 IRP Update. In rebuttal testimony, Jon K. Luttrell, Senior Vice
President, Utility Operations and President of Vectren Utility Holdings, Inc., also discussed the cyber
security complications and risks posed by adoption of Chinese scrubber technology.

Mr. Farber also responded to OUCC witness Aguilar’s criticism that Vectren South “only”
evaluated wet limestone and her presentation of potential costs for other technologies. Mr. Farber
testified that dry scrubbing is not an applicable technology at A.B. Brown for technical and economic
reasons, and therefore it was logical for Vectren South to evaluate wet limestone technology at A.B.
Brown. He also testified the cost estimates presented by Ms. Aguilar are not comparable cost
estimates to replace the existing scrubbers at A.B. Brown Units 1 and 2.

Mr. Games testified on rebuttal that there simply is no time to delay a decision and await the
outcome of another IRP. The Vectren South coal units must be retired or retrofitted by December 31,
2023. Given that there has been nothing to suggest more delay would change the overall economics
that the F-class 2x1 CCGT is part of the lowest cost solution under every scenario, there is no reason
to believe that modeling in the next IRP would change that result. Mr. Games provided an exhibit
setting forth a timeline showing that a delay to allow the next IRP to proceed would leave Vectren
South with essentially no baseload capacity for almost three years. During that entire period, Vectren
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South customers would be completely exposed to the market for capacity and energy. Per the redirect
examination of Justin M. Joiner, Director of Regulatory Policy and MISO Affairs for Vectren Utility
Holdsings, Inc. (“VUHI"), this would be during the period when MISO is projecting its largest
capacity shortfall for Zone 6 (Indiana). The Commission’s Director’s Report states “[a]n appropriate
planning aspiration is to maintain flexibility while also waiting as long as reasonably possible to
commit to a resource.” Mr. Games testified on cross-examination that Vectren South has waited as
long as reasonably possible.

- B. Modeling and Results. Only two parties presented modeling evidence and
results. Vectren South presented the modeling from the 2017 IRP Update and the 2016 IRP. Sunrise
Coal Witness Philip Hayet presented alternative modeling whereby Vectren South’s Preferred
Portfolio was delayed by seven years in order to allow existing coal units to continue to operate
beyond 2023. Other parties offered criticism of Vectren South’s modeling but presented no alternative
modeling.

i. 2016 IRP. Vectren South’s case was filed in the context of a proposed
new rule to govern the IRP process. While our new rule was not effective during the 2016 IRPs, all
participating electric utilities complied. This new process is significantly more transparent. It includes
the participation of stakeholders, the convening of public meetings, and the submission of and
response to comments. Mr. Matt Rice, Director — Research and Energy Technologies, testified
regarding Vectren South’s IRP process and the results of that process. Mr. Rice described Vectren’s
approach to its 2016 IRP process and testified Vectren South engaged several industry experts,
including Burns & McDonnell and Pace Global, to conduct technical modeling. Mr. Rice testified
Vectren South worked with these experts and IRP stakeholders to conduct scenario analysis to
evaluate 15 portfolios, each representing a different mix of supply and demand side resources to meet
customer load over a 20-year time horizon. He further testified Vectren South worked with Pace
Global to conduct a risk analysis and evaluate the 15 portfolios using a balanced scorecard approach.
From this analysis, Vectren South identified the “preferred portfolio” which consisted of replacing
all existing coal fired generation other than Culley Unit 3 as well as gas peaking units Northeast 1
and 2 and Broadway 1 by 2024 with an F-class .05 Fired CCGT. Mr. Rice testified Vectren South
incorporated stakeholder input throughout the process and described the steps Vectren South took to
engage stakeholders both before and during the process. This engagement included having
stakeholdérs develop two portfolios which were then modeled and included in the risk analysis.

Mr. Matthew Lind — Associate Project Manager, Burns & McDonnell — described the
modeling Burns & McDonnell conducted in the 2016 IRP on behalf of Vectren South to evaluate its
resource needs over the next 20 years. He testified the results of Burns & McDonnell’s modeling
identified a low-cost portfolio that ceased coal operations at Vectren South’s coal fired facilities (A.B.
Brown Units 1 and 2, F.B. Culley Units 2 and 3, and Warrick Unit 4) and replaced this capacity and
energy with the combined cycle facility proposed here along with a simple cycle facility. Mr. Gary
Vicinus — Managing Director for Utilities at Pace Global — described Pace Global’s role in identifying
and defining the objectives, metrics and risks in order to select the preferred portfolio among the
many options. He testified Pace Global used a balanced scorecard approach to apply a risk analysis
to a selection of portfolios ultimately to recommend a preferred portfolio. Mr. Vicinus further testified
regarding revisions Pace Global made to its risk analysis and explained that, even with these revisions,
the risk analysis indicated the preferred portfolio was the best approach.



Mr. Rice described the preferred portfolio and explained why it ranked the best on the
balanced scorecard. He testified it performed the best because the portfolio is diversified as it
contemplates keeping FB Culley 3 (a coal unit) and existing wind contracts, building a CCGT and
introducing solar and continuing to offer energy efficiency. He further testified it is among the lower
cost portfolios (within 4% of the predominantly gas lowest cost portfolio) and ultimately performed
best overall when viewed across multiple measures on the balanced scorecard. Because the all-gas
portfolio represented the lowest cost portfolio, it is the retention of Culley Unit 3 and the accelerated
addition of the 50 MW solar project that increases the costs of the Preferred Portfolio over the lowest
cost all-gas portfolio. Retention of coal and the addition of solar are essential to diversity.

ii. 2017 IRP Update. Mr. Lind testified Vectren South requested Burns &
McDonnell to update the 2016 IRP modeling and the re-evaluated low-cost portfolio was consistent
with the low-cost portfolio identified in the 2016 IRP. He explained that several modeling inputs were
updated, including the capital cost for solar resources, variable production costs and revenue
requirements for existing units, an assumed operation of Warrick Unit 4 through 2023, and updated
cost assumptions for capacity, energy, natural gas, coal, and energy efficiency.

OUCC witness Peter Boerger testified regarding Vectren South’s 2017 IRP Update economic
modeling. Mr. Boerger testified that Vectren South’s 2017 IRP Update did not adequately consider
viable options for serving its customers—including making use of existing resources and adequately
considering the addition of a smaller CCGT unit rather than the 2x1 unit being proposed. Mr. Boerger
also testified Vectren South’s modeling of the proposed CCGT understated its capital cost by $200
million, an error which disadvantaged other options in Vectren South’s modeling. Mr. Boerger
ultimately recommended Vectren South reevaluate its future needs and model additional alternatives.

CAC witness Tyler Comings — Senior Researcher at Applied Economics Clinic — testified on
behalf of the Joint Intervenors. Mr. Comings criticized Vectren South’s modeling, testifying it was
too convoluted to yield a sufficiently transparent or credible result. He testified Vectren South used
too many models in the selection of the preferred portfolio and that the use of many models created
ample opportunity for flawed and/or inconsistent input assumptions and other settings that could
create bias in favor of the preferred plan. Mr. Comings ultimately recommended Vectren South’s
petition be denied because, in his view, Vectren South did not provide sufficient justification for its
choice to build the CCGT and continue the operation of Culley 3.

Indiana Coal Council witness Emily Medine — Principal in the consulting firm of Energy
Venture Analysis, Inc. — also testified regarding Vectren South’s modeling. Witness Medine testified
Vectren South should have fully updated its 2016 IRP analysis, including its scenario analysis, in
order to confirm its preferred resource portfolio. She further testified that such an update should
include a broader analysis (including sensitivity analyses) of the relevant assumptions and factors as
of a time as close to Vectren South filing its Petition as possible. Ms. Medine attributed the decision
to build a CCGT to financial motivations and also opined that approval of the CCGT might be a
condition to closing the Vectren South merger transaction.? Ms. Medine recommended that Vectren
South’s Petition be rejected because Vectren South has failed to show that proceeding with building

the CCGT at this time is prudent, less risky, and a better decision for both customers and the
environment. '

2 While this case was pending, it was announced publicly that Vectren South’s holding company was the subject of an
acquisition at the holding company level, which was the subject of Cause No. 45109.
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Mr. Lind responded to Mr. Boerger’s testimony about an alleged $200 million “error.” He
explained that approximately $67 million of the alleged error identified by Mr. Boerger was due to
Mr. Boerger’s mistaken assumption about whether modeled option costs are stated in 2017 dollars or
nominal dollars in the year of incurrence. The remainder is due to Mr. Boerger’s efforts to compare
apples and oranges. As Mr. Lind explained, the modeling was done prior to the more refined cost
estimates for the CCGT that were developed for this case. Rather than based on a design level
accuracy of plus/minus 50%, the CCGT design has been refined to a plus/minus 10%. All of the other
portfolios were still at plus/minus 50%. As Mr. Lind explained, to compare the other less refined
portfolios to the more refined CCGT would require some additional risk factor for the other portfolios.
But even if one includes the updated cost estimate, Mr. Lind testified that it doesn’t change that the
lowest cost portfolios still include the CCGT. Mr. Lind prepared additional modeling involving coal-
to-gas conversion (which we will describe later) and which did include the more refined CCGT cost
estimate. While this additional modeling used the more precise CCGT cost and therefore impacted
every portfolio that included the CCGT by increasing the overall net present value (“NPV”) by
$54 million, the portfolios that included the CCGT were still the lowest cost portfolios compared to
portfolios that did not include the CCGT. Regarding the use of the models, witnesses Lind and
Vicinus confirmed that the process and modeling for Vectren South’s IRP and risk analysis were
consistent with the resource planning approach Pace and Burns & McDonnell have used for numerous
other utilities.

(iii)  Size of the Proposed CCGT. Joint Intervenors’ witness Tyler Comings
testified regarding the size of the proposed CCGT. Witness Comings testified that Vectren South has
not provided a sufficient justification to build a CCGT of the size included in its proposal. Witness
Comings also criticized Vectren South’s Request for Proposals (“RFP”) (which we will describe in
greater detail later) which sought resources between 600 and 800 MW, because he believed Vectren
South could have considered combinations of small resources that added up to 600 MW. He further
testified that considering smaller options would limit the market risk exposure for ratepayers, as well
as permit a combination of bids to make up a least cost alternative. Mr. Comings testified that in order
to reduce ratepayers’ risk, Vectren South should explore cost effective alternatives that do not require
intensive capitalization, but still provide benefits to ratepayers.

OUCC witness Anthony Alvarez also testified regarding the size Vectren South is proposing
for the CCGT. Mr. Alvarez testified that Vectren South currently has excess supply, and there is no
resource shortfall or inadequacy that supports Vectren’s proposed 850 MW CCGT. He also
questioned the load forecast used in the IRP and testified Vectren South has excess supply after
serving its peak load and therefore has excess capacity to offer into the market and serve new
customers.

Industrial Group witness Michael Gorman also testified regarding the size of Vectren South’s
proposed CCGT. Mr. Gorman testified Vectren South’s proposal to build an 850 MW CCGT will
result in excess capacity and have a compound impact on Vectren South’s cost of service because the
plan increases the costs of new generation resources and results in unrecovered stranded costs from
the retired resources. Mr. Gorman recommended the Commission implement mitigation measures to
reduce the cost burden on customers related to stranded costs and the cost of the new CCGT. He also
recommended the Commission modify the off-system sales margin treatment so that 100% of future
wholesale revenues be provided to customers to offset the cost of the proposed resource plan.
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Vectren South witness Carl Chapman testified on rebuttal regarding Vectren South’s decision
to construct an 850 MW CCGT. Mr. Chapman explained the CCGT is essentially two units -- a 700
MW baseload unit to replace 730 MWs of retiring coal unit capacity and 150 MWs of duct fired
peaking capacity to replace older peaking units and provide available low cost capacity for growth
and wholesale sales opportunity. The additional peaking capacity is provided by the decision to duct-
fire the CCGT. The incremental cost of duct-firing the CCGT is $15 million, and that decision must
be made at the time the CCGT is constructed (i.e., it cannot be added at a later time.) Mr. Chapman
testified that if only the unfired 700 MW baseload CCGT is built, then by 2025, Vectren South has a
projected surplus above MISO’s Planning Reserve Margin (“PRM”) (which fluctuates) of only 51
MW. He further testified that by 2030, the surplus is only 5 MWs and by 2031 Vectren South will
fail to meet its PRM. He testified that by 2036, Vectren South will be short 39 MWs, and all of this
assumes Vectren South will not add significant new load. Mr. Chapman testified that with its low
capital cost, firing makes sense from a customer perspective. For an incremental cost of 2%, the firing
provides a 21% increase in capacity. Nevertheless, if the Commission approves the baseload 700 MW
CCGT without firing, Vectren South will proceed to construct the unfired CCGT to replace its
baseload coal units. He stated that Vectren South would also consider investing the incremental $15
million to duct-fire the unit and be at risk to recoup its investment via retention of the wholesale
revenue produced by that peaking capacity.

Mr. Chapman also testified regarding Industrial Group witness Gorman’s recommendation
that Vectren South pass off-system sales margins on to retail customers. Mr. Chapman testified that
Vectren South has decided to commit to provide 100% of wholesale sales revenue from the CCGT
(baseload and peaking) to customers. Mr. Chapman explained that once the CCGT is placed in rate
base, the benefits from the wholesale revenue produced by the unit will go to reduce customer costs.
Mr. Chapman testified that providing 100% of wholesale revenue to customers further improves the
NPV of the CCGT, will provide a larger offset to customer costs in general, and adds even more
support to the $15 million incremental investment to duct fire the unit. '

C. Coal Parties’ Modeling. Indiana Coal Council, Inc. witness Philip Hayet —
Vice President of J. Kennedy and Associates, Inc. — testified regarding Vectren South’s 2016 IRP
modeling and the 2017 IRP Update. Mr. Hayet testified that Vectren South’s modeling analyses were
flawed due to errors, inconsistencies, and a lack of consideration of important factors. Mr. Hayet
performed his own analysis and testified that using the same model with certain corrections, including
a deferral of a decision to add a CCGT, produced a slightly lower cost result on a NPV basis. He
predicated his modeling on the assumption that the A.B. Brown 2 scrubber will continue to operate

reliably through 2030. He ultimately recommended that Vectren South defer its decision to construct
the CCGT.

" On rebuttal, Vectren South witness Matthew Lind testified regarding Indiana Coal Council
witness Hayet’s alternative modeling. Mr. Lind testified that when Mr. Hayet’s modeling is corrected
for obvious errors, it reaches the same preferred portfolio conclusion as Vectren South’s modeling.
Mr. Lind provided corrections to Mr. Hayet’s modeling in the form of an updated Strategist model
and spreadsheets documenting the corrections. Mr. Lind outlined each of the errors he identified in
Mr. Hayet’s modeling and the impact of the individual errors on his analysis. The first of several
errors he identified was that Mr. Hayet failed to include cost escalation during the seven years of
delay that he was urging and that correcting this error alone would change Mr. Hayet’s overall
conclusion that delay would be less costly. Mr. Lind also testified regarding the cumulative effect of
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