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TESTIMONY OF OUCC WITNESS JOHN HASELDEN 
CAUSE NO. 45086 

SOUTHERN INDIANA GAS AND ELECTRIC COMPANY 
D/B/A VECTREN ENERGY DELIVERY OF INDIANA, INC. 

 
 

I. INTRODUCTION 

Q: Please state your name and business address. 1 
A: My name is John E. Haselden, and my business address is 115 W. Washington St., 2 

Suite 1500 South, Indianapolis, Indiana 46204. 3 

Q: By whom are you employed and in what capacity? 4 
A: I am employed by the Indiana Office of Utility Consumer Counselor (“OUCC”) as 5 

a Senior Utility Analyst - Engineer in the Electric Division.   6 

Q: Please describe your educational background and experience. 7 
A: My qualifications are set forth in Appendix A to this testimony. 8 

Q: What is the purpose of your testimony? 9 
A: The purpose of my testimony is to show that Southern Indiana Gas and Electric 10 

Company d/b/a Vectren Energy Delivery of Indiana Inc.’s (“Vectren”) has not 11 

demonstrated its proposed Solar Project meets applicable statutory requirements 12 

under: 13 

1. I.C. § 8-1-8.5-5(b)(3), because Vectren failed to demonstrate that the 14 

public convenience and necessity requires or will require the construction 15 

of the facility; and   16 

2. I.C. § 8-1-8.5-7(4)(B), since Vectren failed to select a contractor through 17 

bids solicited through a competitive procurement process.  18 

 I also demonstrate that the standard revenue requirements model Vectren used has 19 

certain flaws, when applied to projects such as this, resulting in a cost to ratepayers 20 
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that is significantly higher than if a financing structure appropriate to this type of 1 

project were used. Projects such as Vectren’s proposed Solar Project can achieve 2 

more economical results by using a discounted cash flow methodology common to 3 

renewable energy projects and other industries that utilize project financing. 4 

Further, I show that Vectren’s proposed Solar Project as currently structured 5 

and designed does not further the public interest in that it: 6 

• Will yield few, if any, discernible benefits to Vectren’s customers; 7 

• Will potentially benefit only a few customers and only if those customers 8 
choose to participate in some manner; 9 

• Is not necessary to meet capacity reserve requirements; 10 

• Is not an economical choice for acquiring null energy;  11 

• Does nothing to address the alleged desire of Vectren customers for 12 
renewable energy. As structured, Vectren customers will receive no 13 
renewable energy from the proposed Solar Project; 14 

• Presents ongoing operating and maintenance risks to ratepayers that would 15 
not be present if Vectren had chosen other procurement methods; 16 

• Is grossly overpriced compared to recent Indiana utility purchased power 17 
agreements (“PPA”) for large solar farms? (Riverstart 200 MW in Randolph 18 
County for Hoosier Energy. 20 year PPA in the 4 cents/kWh range, NIPSCO 19 
recent Request for Proposal (“RFP”) at an average price of 3.6 cents/kWh). 20 
Vectren has calculated the levelized cost per kWh for the Solar Project to be 21 

 cents/kWh.1 22 

• Results in a significant rate increase for Vectren ratepayers;2 23 

• Is sized and designed to maximize financial and publicity results for Vectren 24 
at no risk to Vectren; 25 

• If constructed and represented as described in Vectren’s testimony and other 26 
company communications, will likely violate the Federal Trade 27 

                                                 
1 Petitioner’s Exhibit No.4, Attachment JCS-1, Levelized Cost Analysis (Confidential) 
2 Attachment JEH-1, OUCC DR 3.16 
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Commission’s guidelines concerning the trading of Solar Renewable 1 
Energy Certificates (“SRECs”).3  2 

Finally, I suggest ways in which the Solar Project or other similar projects might 3 

be structured and designed to deliver the intended benefits at a far lower risk and 4 

cost to ratepayers. These alternatives can deliver real value tailored to the needs of 5 

customers and can be a sustainable model for future development as opposed to the 6 

“one and done” project proposed in this proceeding. 7 

Q: Is the OUCC opposed to the development of solar photovoltaic (“PV”) projects 8 
such as the one presented in this Cause? 9 

A: Absolutely not. The OUCC has long been a steadfast supporter of renewable energy 10 

in all forms.4 However, just because an energy project is classified as “renewable” 11 

energy does not mean it is beneficial, necessary or even affordable. Unfortunately, 12 

Vectren’s proposed Solar Project is structured to deliver financial and public 13 

relations benefits to Vectren under the otherwise noble guise of developing clean 14 

energy. As proposed, this project should not be given a free pass just because it is 15 

a solar project. 16 

Q: Please describe the review and analysis you conducted in order to prepare 17 
your testimony. 18 

A: I reviewed the Verified Petition, Direct Testimony and Exhibits submitted by 19 

Vectren in this Cause. I reviewed documents from Vectren’s previous case 20 

concerning solar PV (Cause No. 44909). I also reviewed other Indiana investor-21 

owned utility (“IOU”) filings related to solar power. Finally, I met with Vectren 22 

                                                 
3 (https://www.ftc.gov/enforcement/rules/rulemaking-regulatory-reform-proceedings/green-guides) 
4 A partial list of recent proceedings includes: 
Cause No. 44953 – Duke Energy Indiana 11/21/17; Cause No. 4578 – Duke Energy Indiana 8/19/15; Cause 
No. 44734 – Duke Energy Indiana 7/6/16; Cause No. 44511 Indiana Michigan Power Company 2/4/15; Cause 
No. 44909  Southern Indiana Gas and Electric Company (“Vectren”) 
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representatives to discuss its proposed Solar Project. I composed data requests 1 

(“DRs”) and read Vectren’s responses.  2 

Q: Are you sponsoring any attachments in this proceeding? 3 
A: Yes. I am sponsoring: 4 

• Petitioner’s Exhibit No. 1, Attachment JEH-1: Responses to Selected DRs; 5 

• Petitioner’s Exhibit No. 1, Attachment JEH-2: Excerpt from the Vectren 6 
2017 Vectren Corporation Sustainability Report and an article from the 7 
Evansville Courier Press quoting Mr. Carl Chapman announcing the Solar 8 
Project; 9 

• Petitioner’s Exhibit No. 1, Attachment JEH-3: The Corporate Renewable 10 
Energy Buyer’s Principles; 11 

• Petitioner’s Exhibit No. 1, Attachment JEH-4: Excerpts from the Hoosier 12 
Energy 2018 Integrated Resource Plan (“IRP”) and the NIPSCO 2018 13 
Overall Summary and Pricing Received slide; 14 

• Petitioner’s Exhibit No. 1, Attachment JEH-5: Industry Trade Articles 15 
concerning the impact of Solar PV Tariffs; and 16 

• Petitioner’s Exhibit No. 1, Attachment JEH-6: Discounted Cash Flow 17 
Model (Confidential). 18 

II. STATUTORY REQUIREMENTS 
 
Q: Has Vectren demonstrated the proposed Solar Project meets the statutory 19 

requirements under I.C. 8-1-8.5-5? 20 
A: No. The statute requires the utility demonstrate that the public convenience and 21 

necessity requires, or will require, the construction of the facility. As structured, 22 

this proposed facility is not necessary to meet a need for capacity reserves or energy 23 

at a cost better than can be obtained from the market or other sources as evidenced 24 
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3 Q: 
4 
5 

6 A: 

7 

8 

9 

10 

11 

12 

13 

14 

by Vecti·en' s recent IRP. 5 Additionally, this project does not provide any renewable 

energy to customers. 

Vectren witness Mr. Wayne D. Games indicates on pages 15 and 16 of his 
testimony, the Solar Project will aid in the diversification of its power supply. 
Do you agree? 

No. The addition of the proposed Solar Project will have a de minimis effect on 

Vecti·en 's power supply diversification. Pie cha1is, provided on page 15 of Mr. 

Games' direct testimony, show categories of available capacity, including energy 

efficiency, in 2015 and forecasted for 2036; however, this does not represent the 

diversification of the energy supplied. If units do not rnn or nm sparingly, they do 

not conti·ibute to diversity of the power supplied. In response to OUCC DR 3.36 

requesting a similar breakdown of energy generated by source for the same time 

periods (actual for 2015 and forecasted for 2036), the resulting charts look 

differently: 

• Gas Peaking 

• Renewable 

• Coal 

5 Petitioner's Exhibit No. 1, Attachment WDG-4 
6 Attachment JEH-1 



Highlight in .. is Confidential Public 's Exhibit No. 1 
Cause No. 45086 

Page 6 of22 

1 

2 

3 

4 

5 

6 

7 

8 Q: 
9 

10 

11 A: 

12 

13 

14 

15 

16 

Fuel Diversity 2036 

• Natural Gas 

• Renewable 

• Coal 

There is obviously a large shift from coal to gas. However, the po11ion attributable to solar 

in 2015 and fore casted in 2036 is extremely small -- approximately 1 % of the total. The 

remaining 2-3% of the renewable slice in 2036 is comprised of landfill gas and assumed 

wind contracts. This is a tme representation of the power diversity to be supplied, with the 

exception that power supplied by the MISO market is omitted. It can ce11ainly be argued 

that Vectren 's energy supply diversity will significantly change and become less diverse 

with respect to renewable energy. 

Mr. Games notes, on pages 15 and 16 of his testimony, that construction of the 
proposed Solar Project is consistent with achieving the Preferred Portfolio Resource 
mix set forth in Vectren's 2016 IRP. Do you agree? 

Yes. However, when asked in OUCC DR 1.3 for the reasoning behind the 50 MW solar 

selection, Vectren responded: 

The optimized computer generated po1ifolios chose larger solar proj ects as 

the best renewable option due to the economies of scale associated with the 

larger facilities and the expected energy output during the daily on-peak 

demand periods. 7 

7 Attachment JEH-1, OUCCDR 1.3 
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In reviewing Vectren’s IRP modeling output, I found that indeed, 50 MW of solar was a 1 

better choice than 9 MWs of solar due to economies of scale in pricing. However, the model 2 

was forced to select 50 MWs of solar in 2019. This was not an optimal economic selection 3 

over other resources. The selection of renewables in the preferred portfolio was a subjective 4 

decision that gives the appearance of diversification. 5 

Q: Is the proposed Solar Project necessary for capacity or reserve margin requirements 6 
to serve Vectren customers? 7 

A: No. Vectren’s plan as detailed in its IRP contemplates retirements of some generating units 8 

and the construction of a Combined Cycle Gas Turbine (“CCGT”) (pending Cause No. 9 

45052). Subsequently, Vectren expects to have excess capacity of 200 MWs in 2025 and 10 

100 MWs in 2036.8  11 

Q: Vectren witness Mr. Thomas L. Bailey states on pages 4 through 6 of his direct 12 
testimony that the proposed Solar Project is needed to assist corporations with their 13 
renewable goals and to retain or attract large customers. Do you agree? 14 

A: In part. I agree that a few large customers have renewable energy, carbon reduction or 15 

sustainability goals, and the availability of renewable energy is important for attracting 16 

some new customers. However, as structured, Vectren’s proposed Solar Project satisfies 17 

none of these goals, and therefore is not needed for his stated purpose. No renewable energy 18 

will be delivered to Vectren’s customers. There is a possibility that one company might 19 

sign a PPA for an undefined amount of power.9 That customer’s total consumption in 2017 20 

was 10 which is approximately  of the proposed Solar Project’s output. 21 

In addition, the companies Mr. Bailey references on pages 4 and 5 of his testimony, while 22 

                                                 
8 Attachment JEH-1, OUCC DR 1.16 and 2.1 
9 Bailey, Attachment TLB-2 
10 Attachment JEH-1, OUCC DR 3.11 
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undoubtedly supportive of renewable energy, were not informed that the SRECs would be 1 

sold to the market and the power they might receive from Vectren will contain no 2 

renewable energy.11  Having full knowledge of Vectren’s proposed Solar Project’s 3 

structure might temper the customers’ enthusiastic support. Later in my testimony I discuss 4 

in greater detail the issues around satisfying customer needs or desires for renewable 5 

energy with the proposed Solar Project as structured. 6 

Q: Has Vectren met the statutory requirements to qualify the proposed Solar Project 7 
under I.C. 8-1-8.5-7? 8 

A: No.  Pursuant to I.C. 8-1-8.5-7(4)(B)(ii), the utility is required to select a contractor through 9 

a competitive procurement process. Vectren did not issue an RFP for alternative sources 10 

and did not solicit bids for any components (i.e. PV panels, inverters, etc.) or for labor to 11 

construct the proposed Solar Project.12  12 

III. CUSTOMER NEED FOR RENEWABLE ENERGY 

Q: What Vectren customers have expressed a need for renewable energy? 13 
A: As described above and in Mr. Bailey’s testimony, there are several large customers that 14 

have future renewable energy, carbon reduction or sustainability goals and the availability 15 

of renewable energy is important for attracting certain new customers. There is also a small 16 

but vocal group of residential customers interested in renewable energy, many of whom 17 

have installed their own solar PV systems. Additionally, outside advocacy groups have 18 

their own agendas on this topic. 19 

                                                 
11 Attachment JEH-1, OUCC DR 1.24 
12 Attachment JEH-1, OUCC DR 1.2 
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Q: Has Vectren conducted any market research of its customers on this topic? 1 
A: Yes.13 In focus groups, respondents ranked natural gas and wind/solar as “the best” options 2 

for Vectren with natural gas being the happy medium between cost and less pollution. 3 

Vectren also conducted an on-line survey to gauge interest in a potential community solar 4 

program. The survey showed that customers generally find the solar energy concept 5 

appealing. 6 

Q: On page 5 of Mr. Bailey’s testimony, he cites several examples of Vectren’s corporate 7 
customers committed to the Corporate Renewable Energy Buyer’s Principles. Will 8 
the proposed Solar Project, as structured, satisfy these customers’ requirements? 9 

A: Possibly. I have attached a copy of the Corporate Renewable Energy Buyer’s Principles at 10 

Attachment JEH-3. For those companies that commit to these principles, a few of the 11 

critical purchasing goals are: 12 

1. Access to new projects that result in new renewable power generation; 13 

2. The ability to add more renewable energy to the system and claim the consumption 14 

of the relevant renewable energy and greenhouse gas (“GHG”) emission benefits 15 

while preventing another energy user from claiming consumption of the same 16 

renewable energy; and 17 

3. To purchase renewable energy that reflects the net costs and benefits to the system, 18 

including the actual cost of procurement and benefits, such as, but not limited to, 19 

avoided energy and capacity benefits, without impacting other ratepayers. 20 

As currently structured, Vectren’s stated intent to sell the Solar Renewable Energy 21 

Certificates (“SRECs”) to the market cancels the value of the renewable attributes of the 22 

proposed Solar Project to both Vectren and those customers who wish to commit to the 23 

                                                 
13 Attachment JEH-1, OUCC DR 1.11 
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Corporate Renewable Energy Buyer’s Principles. This could be changed if the proposed 1 

Solar Project was contracted to one or more customers using the letter of intent model 2 

provided in Attachment TLB-2. This arrangement would be similar to a community solar 3 

model and would remove the rate impact from all other ratepayers as noted in the third goal 4 

above. 5 

Q: Are there other ways Vectren can structure its proposed Solar Project to satisfy the 6 
desire of the “several large customers that have expressed an interest in solar 7 
power”14? 8 

A: Yes. 9 

Q: Please explain these alternatives. 10 
A: As discussed previously, it is critical to understand that customers subscribing to these 11 

principles require, among other things, their renewable energy procurement result in new 12 

renewable power generation.  Vectren could structure the proposed Solar Project as a 13 

“Community” solar farm wherein customers voluntarily subscribe or invest directly in the 14 

project. This is a common arrangement in other states and in this way, other non-15 

participating customers are not impacted. Vectren could develop the proposed Solar Project 16 

on behalf of those few interested customers and not necessarily open the Solar Project to 17 

the public or, alternatively, reserve a small portion of the farm for other interested 18 

customers. In addition, Vectren could develop a DSM program wherein customer-sited 19 

projects are subsidized, leased or integrated into a micro grid configuration for those 20 

customers desiring and willing to pay for this type of service. Vectren could explore 21 

entering into a PPA with Orion or in conjunction with Hoosier Energy for a smaller share 22 

of the output that would be tailored to a size appropriate for the customers wishing to 23 

                                                 
14 Vectren’s Verified Petition, Page 3  
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subscribe to the project.  This approach would have the added benefit of eliminating the 1 

operational and maintenance risks associated with owning the project. 2 

Q: Did Vectren investigate any of these alternative structures? 3 
A: No. Although Mr. Games states on page 6 of his direct testimony that Vectren was 4 

approached by Orion regarding Vectren’s interest in either a PPA or partnering in the Solar 5 

Project, Vectren went straight into negotiating the Asset Purchase Agreement. When asked 6 

if Vectren was offered a PPA or whether Vectren requested indicative pricing and terms of 7 

a PPA, Vectren answered, “No.”  Vectren did not conduct an RFP for procurement of 8 

renewable energy from other developers and did not investigate or conduct an RFP for 9 

procurement through a PPA.15 It appears that Vectren started with its preferred answer and 10 

attempts to justify the reasonableness of the estimated costs by offering a witness who 11 

reviewed only a portion of the components. Vectren also claims the capital cost is 12 

comparable to other recent Indiana utility projects that have been constructed; although, as 13 

I discuss below, these other projects are neither recent nor comparable in size or design. 14 

This was acknowledged by Vectren in its response to OUCC DR 2.7.16 Recent Indiana 15 

utility PPAs for large solar farms indicate Vectren’s proposed Solar Project should cost far 16 

less and without the operation and maintenance (“O&M”) risk than the revenue 17 

requirements calculated by Vectren.  For example, Hoosier Energy is utilizing 20-year, 200 18 

MW PPA with Riverstart Solar Farm in Randolph County with costs in the 4 cents/kWh 19 

                                                 
15 Attachment JEH-1, OUCC DR 2.5 and 3.8 
16 Attachment JEH-1, OUCC DR 2.7 
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range, and NIPSCO’s IRP Public Advisory Meeting 3, PowerPoint Presentation, Slide 19, 1 

shows 16 Indiana solar projects bid an average price of 3.6 cents/kWh.17 2 

Q: What reasoning did Vectren provide for owning the Solar Project instead of entering 3 
into a PPA? 4 

A: In response to OUCC DR 3.8,18 Vectren stated the benefits were related to direct control 5 

over the site and the project, as well as the option to modify the technology at the site and 6 

avoid any risks concerning the long-term financial strength of a non-regulated provider. 7 

These are very weak concerns that can be readily remedied in a well written PPA. It is 8 

common in such agreements for the financing entities to have the right to protect their 9 

investments by curing defaults if the operating entity fails in some manner. Further, 10 

performance obligations can be specified in a PPA. However, in this case where there is 11 

no need for the capacity or the power and there is no mandate for renewable energy in its 12 

generating portfolio, such a requirement is not necessary. 13 

Q: Is it urgent that the proposed Solar Project be completed in 2020 in order to satisfy 14 
customer needs? 15 

A: No. Of those customers that have expressed a renewable energy need to satisfy corporate 16 

goals, the earliest deadline is 2020 by customer Astra-Zeneca. Other customers Vectren 17 

cited with goals such as Toyota, Walmart, Berry Global, etc. have later deadlines, although 18 

Vectren does not know what their requirements might be.19  19 

                                                 
17 Attachment JEH-4 
18 Attachment JEH-1, OUCC DR 3,8 
19 Attachment JEH-1, OUCC DR 3.12 
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Q: What are your concerns with regard to Vectren’s representations of its proposed 1 
Solar Project? 2 

A: Vectren has repeatedly stated in testimony and other company communications that the 3 

proposed Solar Project will deliver renewable energy to its customers or will be a 4 

renewable energy resource for its customers.20  However, Vectren has also stated that it 5 

plans to sell the SRECs to the market to minimize the project’s cost. By making dueling 6 

statements such as those referenced, Vectren would be in violation of the guidelines of the 7 

Federal Trade Commission concerning the trading of SRECs by offering the SRECs to the 8 

market while representing to its customers that they are receiving renewable energy.21 9 

IV. PROCUREMENT PROCESS 

Q: Do you have concerns with Vectren’s procurement process for its proposed Solar 10 
Project?  11 

A: Yes. Vectren sought no competitive alternatives to acquiring solar resources within its 12 

service territory. Vectren sought no alternative procurement structures other than a build-13 

to-own arrangement. 14 

Q: What competitive alternatives might Vectren have pursued to serve the needs of 15 
customers for renewable energy? 16 

A: There are several alternatives Vectren can explore: 17 

1. Structure the proposed Solar Project as a “community solar” project. 18 

2. Conduct an RFP for developers to provide solar power through a PPA arrangement. 19 

3. Conduct an RFP for developers to provide solar power through a build-transfer 20 
arrangement. 21 

                                                 
20 Games page 14, lines 32-33; Games page 17, lines 8-9; Bailey page 4, lines 26-29; page 6, 11-12; page 6 lines 19-
21; Attachment JEH-5 
21 (https://www ftc.gov/enforcement/rules/rulemaking-regulatory-reform-proceedings/green-guides) 
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4. Offer a feed-in tariff reverse auction solicitation for customers or developers to develop 1 
solar/renewable energy projects within Vectren’s service territory. 2 

5. Acquire the land leases from Orion and conduct an RFP for an Engineering, 3 
Procurement, and Construction (“EPC”) contract on the site. 4 

6. Explore a joint venture with Hoosier Energy at Vectren’s proposed site or other 5 
locations. 6 

Q: Why didn’t Vectren pursue any of these alternatives? 7 
A: Vectren has indicated that the only way it wishes to proceed is to build and own it at its 8 

proposed site. Vectren cites advantages to this approach due to economies of scale and its 9 

opinion that there are no other locations available in its service territory for a project of this 10 

size.22 11 

Q: Do you have an opinion why Vectren did not pursue any competitive alternatives? 12 
A: Yes. First, alternatives like PPAs, feed-in tariffs and community energy projects do not 13 

make money for Vectren shareholders. Taking advantage of the Clean Energy Cost 14 

Adjustment (“CECA”) mechanism to pass costs on to ratepayers is a riskless way to earn 15 

a return. As structured, the proposed Solar Project need not produce anything in order for 16 

Vectren to collect all of its revenue requirements. For Vectren, this is like a 30-year, 6% 17 

CD. Under traditional ratemaking conventions, these types of projects are cash machines 18 

for utilities. The simple math is Vectren’s after-tax ROE  times the investment 19 

 equals $3,545,276 in the first year alone. 20 

Second, if a utility applies conventional revenue requirements accounting treatment 21 

to a project, it should always result in a higher levelized average price per kWh than the 22 

price for acquiring the same power under a PPA with another party. Conducting an RFP 23 

                                                 
22 Attachment JEH-1, OUCC DR 3.8 and OUCC DR-4.2 
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for a long-term PPA would expose this fact and the motivation behind a decision to self-1 

build. 2 

Third, larger intermittent projects connected to a utility’s distribution system can 3 

represent engineering challenges to the operation of the system and are therefore 4 

inconvenient as opposed to simply connecting a large array to the bulk transmission system 5 

as proposed here. 6 

Fourth, the image value of a Vectren-owned large tracking solar array is more 7 

valuable than many projects owned by others or customers for which Vectren is just the 8 

off-taker of power. However, Vectren should pay for the image building, and not captive 9 

ratepayers. 10 

VI. COMPETITIVE PRICING 

Q: Why should the price under the terms of a PPA be less than that of a utility-owned 11 
project? 12 

A: There are four primary factors. First, the capital structure of an investor-owned utility like 13 

Vectren is very conservative with a large equity component that earns a higher rate of return 14 

than debt. Those companies that build and offer long-term PPA contracts are much more 15 

leveraged. Consequently, the weighted cost of capital for these companies is significantly 16 

lower. Second, the traditional revenue requirement modeling, as demonstrated by Cas 17 

Swiz’ Attachment JCS-1, does not follow the cash flow reality, ignores the time value of 18 

money and ignores the income tax effects. A developer would use a discount cash flow 19 

model to arrive at the price per kWh necessary to finance the project. Third, for a project 20 

such as this that receives CECA tracker recovery for every expense regardless of output 21 

should have a return on equity (“ROE”) much lower than the ROE for the whole utility. 22 

There is virtually no risk premium. Fourth, developers seeking to win a PPA are typically 23 
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competing for the business and “sharpening their pencils” to the extent possible to take 1 

advantage of industry innovations and market changes. In this case, Vectren is not 2 

competing with anyone and any changes or innovations will accrue to First Solar.  3 

Q: What are examples of the differences in the treatment of cash flows to which you 4 
refer? 5 

A: Referencing JCS Attachment 1, the investment tax credit (“ITC”) is amortized over the 30 6 

year life of the proposed Solar Project. This is conventional treatment as prescribed by the 7 

Internal Revenue Service.23 In reality, a developer would take the full ITC as soon as 8 

possible. Also in JCS Attachment 1, depreciation is taken as a straight-line amount spread 9 

over 30 years. In reality, the proposed Solar Project would be eligible for 5-year accelerated 10 

depreciation. The benefit of the accelerated depreciation is the positive cash flow resulting 11 

from reducing federal income taxes paid. Instead, Vectren shows depreciation as a cost 12 

spread over 30 years as prescribed by accounting rules and no recognition of the accelerated 13 

depreciation tax advantage or time value of money.  14 

Q: How does the calculation of the levelized cost of power using traditional revenue 15 
requirements modeling compare to a discounted cash flow analysis? 16 

A: I modeled the proposed Solar Project using Vectren’s numbers for property taxes, 17 

estimated O&M, capital cost, ITC, annual energy production, and after tax weighted 18 

average cost of capital (“WACC”). I applied the tax effects to the discounted cash flow and 19 

solved for a flat price of power/kWh. The result was 5.5 cents/kWh compared to Vectren’s 20 

revenue requirement of approximately cents/kWh. My discounted cash flow 21 

spreadsheet is attached as Attachment JEH-6 (Confidential). I estimate that using a less 22 

conservative capital structure and more current materials pricing, and eliminating the 23 

                                                 
23 Attachment JEH-1, DR 3.15 
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tracking system, the price of power could be driven down to the 4 to 5 cents/kWh range. 1 

This is similar to the Riverstart Solar Farm project previously referenced. 2 

Q: What do you conclude about your analysis? 3 
A: I conclude that: 4 

1. The standard revenue requirements treatment of project costs for projects with 5 

significant tax incentives does not fully capture the true economic value of those 6 

incentives or the time value of money. 7 

2. The standard revenue requirements treatment of project costs for projects such as the 8 

Solar Project proposed by Vectren, and projects proposed by other utilities, uses an 9 

inappropriate capital structure that does not reflect the low risk for tracked projects that 10 

have no performance responsibility. 11 

3. Operations risk is also borne by ratepayers as opposed to no risk under a PPA. 12 

4. All things being equal, a project will cost ratepayers more under traditional ratemaking 13 

than the same project from which the power is obtained under the terms of a PPA. 14 

Q: What do you recommend as a result of your analysis? 15 
A: I recommend any utility, such as Vectren here, be required to conduct RFPs for renewable 16 

energy projects, especially soliciting PPAs.  Additionally, a utility should be required to 17 

explore modifications to its ratemaking treatment of such projects.  This will require 18 

utilities that wish to own such projects to compete on a level playing field with other 19 

alternative means of procurement and ensure that ratepayers are paying the lowest 20 

reasonable cost for the energy they use. 21 
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V. PROJECT DESIGN 

Q: Do you have concerns about the design of the proposed system? 1 

A: No, not at this point. However, key components of the proposed Solar Project, such as the 2 

inverters, have not been specified. I do have a concern about Vectren’s assumption that the 3 

inverters will last the life of the proposed Solar Project. Vectren states that the design life 4 

of an inverter is 25-30 years and should last that long with proper maintenance.24 It is 5 

generally recognized in the industry that inverters will need to be replaced, on average, 6 

every 12-15 years. Some may last their design life but on average, they will not. Vectren 7 

has not allowed for this major O&M expense in its pro forma revenue requirements.  8 

Q: Do you have concerns with regard to the estimated cost of the proposed Solar Project? 9 
A: Yes. Costs for similar Solar Projects continue to decrease as technology improves and the 10 

market becomes more competitive. A little over a year ago, Vectren rejected a single axis 11 

tracking system for solar PV projects, approved in Cause No. 44909, because it thought a 12 

fixed system would be more cost effective. That trend has abruptly changed in favor of 13 

single axis tracking systems, where site terrain allows. Vectren witness Mr. Matthew R. 14 

Brinkman testified regarding the reasonableness of module prices at the time they were 15 

negotiated, absent any competitive solicitation. Mr. Brinkman only compared the prices of 16 

some components of the proposed Solar Project to historical pricing to reach his 17 

conclusion. However, the historical as well as current trend is continued reduction in costs. 18 

I agree with Mr. Brinkman’s statement that, “By locking in a price of /Wdc, Vectren 19 

South achieved cost certainty for the Company and its customers.”25 Unfortunately, this 20 

                                                 
24 Attachment JEH-1, OUCC DR 2.6 and 3.9 
25 Petitioner’s Exhibit No. 2, page 6, lines 15-16 
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decision also locked in a higher price than what can be realized today. Vectren has entered 1 

into a fixed priced contract for the proposed Solar Project and it will be First Solar that 2 

gleans additional profits from the declining market and sharpening of its pencils on design. 3 

To borrow a quote from the famous hockey player, Wayne Gretztky, “I skate to where the 4 

puck is going to be, not where it has been.”   5 

Q: Why is Vectren limiting the amount to 50 MW? 6 
A: The answer is somewhat elusive. As discussed earlier in my testimony, when asked in 7 

OUCC DR 1.3 about how the 50 MW capacity was determined, Vectren responded in 8 

essence that larger projects are better due to economies of scale. If so, one is left to question 9 

why Vectren did not chose a 60 MW or 100 MW project.  10 

In response to OUCC DR 2.4(c), Vectren states that 50 MW is the size constraint 11 

for interconnection26  despite the fact that MISO approved up to 70 MW through Phase I 12 

of the process. When the OUCC followed up on this second and different response in its 13 

DR 3.7(b), Vectren responded, “…the developer has not been able to secure sufficient land 14 

leases to support a 70 MW AC project therefore limiting the overall output to its current 15 

size.”27  16 

Vectren further stated that the proposed Solar Project will occupy approximately 17 

300 acres of 1,034 acres leased.28 Even with allowances for wetlands, setbacks and other 18 

uses, more capacity could be added. It may be no coincidence that qualifying the proposed 19 

Solar Project under I.C. § 8-1-8.5-7 limits the maximum nameplate capacity to 50 MW.  20 

Q: Is it critical that Vectren start construction of its proposed Solar Project by the end 21 
of 2019? 22 

                                                 
26 Attachment JEH-1, DR 2.4(c) 
27 Attachment JEH-1, DR 3.7(b) 
28 Attachment JEH-1, DR 3.4 
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A: No. Mr. Games points out in his direct testimony, page 19, this is necessary to take full 1 

advantage of the ITC. The ITC for solar projects will begin to phase down to 10% after 2 

2019 according to the following schedule: 3 

  2019  30% 4 

2020  26% 5 

2021  22% 6 

2022  10% 7 

To attain the full ITC, a small amount of work must be done in 2019 but the proposed Solar 8 

Project does not need to be completed until December 31, 2023. Given there is a four year 9 

window to complete a project that should take about a year, Vectren could start 10 

construction at the interconnecting substation by the end of 2019 and still have plenty of 11 

time to complete the proposed Solar Project if the planned spring 2019 construction start 12 

were delayed. If the proposed Solar Project start was delayed a year, the project would still 13 

be eligible for a 26% ITC. This difference is not critical to the economics of the project. 14 

Further, as detailed in Vectren’s Attachment JCS-1, some elements of the proposed Solar 15 

Project do not qualify and therefore only 93.8% of the project is eligible for the ITC, 16 

regardless of when construction commences. In other words, Vectren will only get an 17 

approximate 24% ITC if the Solar Project starts by 2019. 18 

Q: Mr. Games discusses the benefits of the module sale agreement with First Solar as 19 
representing an important hedge against anticipated increases in prices. Do you 20 
agree? 21 

A: At the time of Vectren’s discussions with First Solar, the possibility of tariffs on Chinese 22 

solar panels did cause a stir in the industry. Many large importers of panels bought large 23 

amounts of panels in anticipation of the tariff in order to assure their own supply needs as 24 
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well as an arbitrage maneuver. However, as Mr. Games points out, the panels anticipated 1 

for the proposed Solar Project are not of the type affected by the tariff, nor are they 2 

manufactured in China. It was speculated that a tariff on polycrystalline panels made in 3 

China would cause an increase in price in due to increased demand in the thin film 4 

alternative product. This has not turned out to be the case29  5 

VI. CONCLUSION 

Q: What do you conclude? 6 
A: Throughout my testimony I have expressed concerns about many detailed issues and 7 

offered alternatives. Regarding Vectren’s proposed Solar Project, I make two simple 8 

proposals: 9 

1. Vectren should acquire solar power, from its proposed Solar Project or some other 10 

project(s), at the lowest reasonable cost to participating customers; and 11 

2. Vectren should provide the opportunity for customers to access renewable energy 12 

for their own purposes without unduly impacting other ratepayers. 13 

As proposed, Vectren’s Solar Project satisfies neither of these goals. 14 

I agree that the proposed Solar Project is a unique opportunity to construct a large 15 

solar project at a location within Vectren’s service territory. However, I urge Vectren to 16 

revisit the solar power procurement in the context of offering a product to those interested 17 

customers for whom it actually satisfies their renewable energy criteria. Those customers 18 

who wish to acquire renewable energy that conforms to the Corporate Renewable Energy 19 

Buyer’s Principles or other criteria should be encouraged to commit to be off-takers beyond 20 

                                                 
29 Attachment JEH-5 
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expressing good intentions. If there are not enough customers subscribing, then the 1 

proposed Solar Project should be postponed. The Solar Project costs should not be unfairly 2 

shouldered by non-participating captive ratepayers. 3 

VII. RECOMMENDATIONS 4 

Q: What is your recommendation to the Commission in this cause? 5 
A: I recommend the Commission deny Vectren a CPCN for its proposed Solar Project in this 6 

case.   7 

Q: Do you have an alternative recommendation for the Commission to consider? 8 
A: Yes.  In the alternative, I recommend that the Commission require Vectren to solicit the 9 

market for competitive prices for projects in a broad range of sizes to be located in their 10 

service territory. The solicitation should include PPAs from customers and developers.  I 11 

also recommend that ROE, as it applies to the proposed Solar Project, be modified such 12 

that the levelized cost of power to customers is no greater than 4 cents/kWh for the kWh 13 

the Solar Project produces each year.  I further recommend that the Commission allow the 14 

proposed Solar Project be postponed until such time that the output of the Solar Project can 15 

be contracted to interested customers through individual PPAs. 16 

Q: Does this conclude your testimony? 17 
A: Yes, it does. 18 
 



 
APPENDIX TO TESTIMONY OF  

OUCC WITNESS JOHN E. HASELDEN 

Q: Please describe your educational background.  
A: I am a graduate of Purdue University with a Bachelor of Science degree in Civil 

Engineering. I am also a graduate of Indiana University with the degree of Master of 

Business Administration, majoring in Finance. I am a registered Professional Engineer in 

the State of Indiana. I have attended and presented at numerous seminars and conferences 

on topics related to demand-side management (“DSM”) and renewable energy. 

Q: Please describe your utility business experience.  
 
A: I began employment with Indianapolis Power & Light Company in April, 1982 as a Design 

Project Engineer in the Mechanical-Civil Design Engineering Department. I was 

responsible for a wide variety of power plant projects from budget and cost estimation 

through the preparation of drawings, specifications, purchasing and construction 

supervision. 

 

 In 1987, I became a Senior Engineer in the Power Production Planning Department. I was 

responsible for assisting and conducting studies concerning future generation resources, 

economic evaluations, and other studies. 

 

In 1989, I was promoted to Division Supervisor of Fuel Supply and in 1990, became 

Director of Fuel Supply. I was responsible for the procurement of the various fuels used at 

IPL’s generating stations. 

 



In 1993, I became Director of Demand-Side Management. I was responsible for the 

development, research, implementation, monitoring, and evaluation of all marketing and 

DSM programs. In particular, I was responsible for the start-up of this new department and 

for the start-up and implementation of the DSM programs approved by the Commission in 

its Order in Cause 39672 dated September 8, 1993. The DSM Department was dissolved 

at IPL in 1997 and I left the company. 

 

From 1997 until May, 2006, I held the positions of Director of Marketing and later, Director 

of Industrial Development and Engineering Services at The Indiana Rail Road Company. 

I was responsible for the negotiation of coal transportation contracts with several electric 

utilities, supervision of the Maintenance-of-Way and Communications and Signals 

departments, project engineering, and development of large capital projects. 

I rejoined IPL in May, 2006 as a Principal Engineer in the Regulatory Affairs Department. 

I was responsible for the evaluation and economic analysis of DSM programs and assisted 

in the planning and evaluation of environmental compliance options and procurement of 

renewable resources.  

 

In May, 2018,   I joined the OUCC as a Senior Utility Analyst - Engineer. I review and 

analyze utilities’ requests and file recommendations on behalf of consumers in utility 

proceedings. As applicable to a case, my duties may also include evaluating rate design 

and tariffs, examining books and records, inspecting facilities, and preparing various 

studies.  

 



Q: Have you previously testified before the Indiana Utility Regulatory Commission? 
A: Yes. I have provided testimony in several proceedings on behalf of IPL regarding the 

subjects of Fuel Supply, DSM and renewable energy most recently in Cause Nos. 43485, 43623, 

43960, 43740, 44328, 44018, and 44339. My testimony on DSM concentrated on the evaluation, 

measurement and verification (“EM&V”) of DSM programs. My testimony on renewable energy 

concentrated on IPL’s Rate REP (feed-in tariff, wind power purchase agreements and solar 

energy. 

 



Vectren South Responses to 
OUCC Data Request Set No. 1 

Cause No. 45086 
Page 4 

Questions for Wayne Games: 

Q 1.2: Please refer to pages 5-6 of Mr. Games' Direct Testimony. 

a. Did Vectren South ("Vectren") conduct an RFP for solar photovoltaic ("PV")

capacity and energy during the past three years?

b. If so, please provide all documents related to the RFP for the solar PV project

proposed in this proceeding, including Vectren's solicitation for bids, and any bid
packages received.

c. If not, please explain why?

Response: 

a. No

b. N/A

c. As discussed on pages 4-9 of the direct testimony of Wayne D. Games, Vectren South
was approached by a developer (Orion Renewable Energy Group, LLC ("Orion"))

regarding a 50-70 MW large scale universal solar project located within Vectren South's

service territory. The developer had secured most of the rights to property and applied
for a MISO interconnect agreement. The fact that these steps already had been taken,

provided Vectren South with the opportunity to select an engineering, procurement and
construction ("EPC) contractor and start the project in 2019, which is both consistent
with its IRP and allows Vectren South to take advantage of the 30% Investment Tax

Credit ("ITC") before it drops to 26% in 2020, 22% in 2021 and 10% in 2022. The timing
also allowed Vectren South to negotiate pricing with First Solar, a thin film technology

solar module company, before solar tariffs were to take effect. At that time, First Solar
was willing to lock in a price on thin film technology lower than any prices Vectren South

was quoted for monocrystalline or polycrystalline panels. Vectren South was having

difficulty securing panels for the smaller projects at the time and there was concern that

the tariffs eventually would cause a higher demand and increased price on all solar
panels, including thin film panels. In order to ensure that the module and EPC price

offered by First Solar was competitive, Vectren South retained solar project expertise
from Burns & McDonnell to assist in negotiating and ensuring competitive module and
EPC prices for the project.
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CORPORATE RENEWABLE ENERGY BUYERS’ PRINCIPLES
(HTTPS://BUYERSPRINCIPLES.ORG)

The Principles 
The Corporate Renewable Energy Buyers’ Principles tell utilities and other 
suppliers what industry-leading, multinational companies are looking for 
when buying renewable energy from the grid. A group of large energy buyers 
developed these six principles to spur progress on renewable energy and to 
add their perspective to the future of the U.S. energy and electricity system.

The Buyers’ Principles outline six criteria that would significantly help 
companies meet their ambitious purchasing goals:

CHOICE

1. Greater choice in procurement options,
It is important to have choice when selecting energy suppliers and products to meet our
business and public goals.

COST-COMPETITIVENESS

Page 1 of 5The Principles - Corporate Renewable Energy Buyers’ Principles

9/4/2018https://buyersprinciples.org/principles/
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2. More access to cost competitive options,
We know renewable energy can already achieve cost parity, or better, compared with
traditional energy rates. When purchasing renewable energy directly, we would like to
be able to buy renewable energy that accurately reflects the comprehensive costs and
benefits to the system. Many of us are willing to explore alternative contract
arrangements (e.g., entering into long term supply arrangements with utilities and other
suppliers to provide revenue certainty) that can bring down the cost of capital.

LONG-TERM PRICING

3. Longer- and variable-term contracts,
A significant part of the value to us from renewable energy is the ability to lock in energy
price certainty and avoid fuel price volatility. Many companies would like to have options
for entering into contracts over various time periods.

NEW PROJECTS

4. Access to new projects that reduce emissions beyond  business as usual,
We would like our efforts to result in new renewable power generation. Pursuant to our
desire to promote new projects, ensure our purchases add new capacity to the system,
and that we buy the most cost-competitive renewable energy products, we seek the
following:

Access to bundled renewable energy products— energy and Renewable Energy 
Credits (RECs)

• We are increasingly interested in access to bundled energy and REC products.
Unbundled RECs do not deliver the same value and impact as directly procured
renewable energy from a specific project or facility.

Ability to prevent double counting within the energy consumer community

Page 2 of 5The Principles - Corporate Renewable Energy Buyers’ Principles

9/4/2018https://buyersprinciples.org/principles/
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• In order to claim the benefits of our renewable energy purchases to satisfy our
public goals and reduce our carbon footprint, current US rules require that we
retain ownership of the RECs or that they are retired on our behalf. Some
companies find this single-instrument system creates competition between energy
generators and energy users that can slow the growth of voluntary corporate
renewable purchases. We welcome discussion to explore market mechanisms that
enable greater voluntary growth of renewable energy while maintaining
accounting integrity. What is most critical to us is that we have the ability to add
more renewable energy to the system and claim the consumption of the relevant
renewable energy and GHG emission benefits while preventing another energy
user from claiming consumption of the same renewable energy.

Renewable energy delivery from sources that are within reasonable proximity to 
our facilities 

• Where possible, we would like to procure renewable energy from projects near our
operations and/or on the regional energy grids that supply our facilities so our
efforts benefit local economies and communities as well as enhance the resilience
and security of the local grid.

FINANCING TOOLS

5. Increased access to third-party financing vehicles as well as standardized and
simplified processes, contracts and financing for renewable energy projects

To access renewable energy at the competitive prices and scale we need to meet our 
goals, many companies are financing and/or procuring renewable energy through third-
party providers using power purchase agreements (PPAs) and/or lease arrangements. 
Increasing access to these types of effective and affordable financing tools is critical. 
Initially, for some companies, these processes can be complex and costly since they are 
outside of their core business functions. Simplifying and standardizing policies, 
permitting, incentives and other processes for direct procurement are high priorities for 
many companies.

Page 3 of 5The Principles - Corporate Renewable Energy Buyers’ Principles
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COOPERATION

6. Opportunities to work with utilities and regulators to expand our choices for buying 
renewable energy

Procuring renewable energy in partnership with our local utilities may be a more 
efficient and cost-effective option. We welcome the opportunity to work with local 
utilities to design and develop innovative programs and products that meet our needs as 
well as those of our energy suppliers. In such collaborations, we would seek renewable 
energy products and programs that address the above principles and that

Fairly share the costs and benefits of renewable energy procurement

• We seek to purchase renewable energy that reflects the net costs and benefits to 
the system, including the actual cost of procurement and benefits, such as, but not 
limited to, avoided energy and capacity benefits, without impacting other rate 
payers.

Apply to new and existing load

• To meet our public goals, we need renewable energy for both new and existing 
operations.

Join Us (/join-us)

Featured Resources

Page 4 of 5The Principles - Corporate Renewable Energy Buyers’ Principles
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Corporate Renewable Energy Buyers' Principles
A collaboration of leading companies seeking simplified access to the 
renewable electricity they need to meet their clean and low carbon 
energy goals. The project is facilitated by World Resources Institute and 
World Wildlife Fund.

Contact
info@buyersprinciples.org (mailto:info@buyersprinciples.org?subject=Corporate 
Renewable Energy Buyers' Principles Info Request)

About Us
See who has joined... (/about-us/#Signatories)

 (http://www.worldwildlife.org/pages/powering-businesses-on-renewable-

energy) (http://www.wri.org/our-work/topics/energy)
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