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'IDENTIFICATION AND QUALIFICATIONS

State your name, occupatlon and business address

I.am Paul L. Chernick. I am President of Resource Insight,
Inc., 18 Tremont Street, éuite 1000, Boston, Massachusetts.
Summarize‘yogr professional education ana experienqe.

I received anAS.B,.dsgree.f;om the Massachusetts Ipstitute‘bf
Technology in .June, 1974 from the Civil Engineering

Department, ‘and an S.M, degree from the Massachusetts

Institute of'Technology'in Fsbruary, 1978 in Technology and

~ Policy. I haVe.beén eleqtedfto membership ' in the civil

engineering honorary sscietyoChi'Epsilon, and‘thé éngiheefing
honsr society'Tau Beta Pi, and to associate membership in the
resaarCh honosary society Sigma'xi. '

I was a.Utility'Analyst,fo; the Massachusetts Attorney
General for over three years, and was involved in. numerous
aspects of utility rate design, costing, load forecasting, and
the evaluation qf power supp;y options. Since 1981, I have
been a consﬁitant in utility regalation and planning; first as

a Research Associate at Analysis and Inference, after 1986 as

" . President of PLC, Inc., and in my'current position at Resqurce

Insight, I Have advised, a vafisty of clients on utiiity'
ﬁatters. My work has sonsideréd,iamong other things, the
cbstféffectiveness'of prqspsctiye nesﬂgéperationﬁplants ana :
transmission ‘linés;~ retrospective :esiew of © generation

planning decisions; ratemaking for'plaﬁt undér'construstion;f'

ratemaking for excess and/or uneconomical plant entering

‘service; conservation program design; cost recovery for
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utlllty . efficiency programs; - and the valuation " of

~env1ronmental externalltles from energy productlon and use.

My resume is Attachment 1 to this testlmony.

Have you testified previously in utility proceedings?

Yes. I have testlfled on numerous occas1ons on utlllty issues

befo;e varlous‘regulatory, leglslatlve, and Judicial bodles,‘
inciudiné the Massachusetts Department of Public.Utilities,

the Massachusetts Energy Facilities $Siting Counoil, the
Vermont Public Service Board, the Texas Puolic iUtalities'
Commission, the New Mexico'PunliC Cervioe Commission;:tne
Distfict of vColombia Public Service Commission, the New ..
Hampshire .Public.'Utiiities; Commission, the. Connectiout
Department of PubliC'Utility Conttol, the'Michigan‘Public

Service Commission, the Maine Public Utilities Commission, the

‘Minnesota Public Utilities ComniSSion, the'South:Carolina

Public Service Commission, the Federal Energy Regulatory

Commission, and the Atomic Safety and Licensing Board of the

U.S. Nuclear Regulatory Commission. A detailed list of my
previous testimony is contained in my resume,

Have you testlfled prev1ously before . thls Commission? -

Yes, I testlfled 1n Case No 8278 and Case No.- 8241 on the

least-cost plannlng efforts . of Baltlmore ‘Gas and Electrlc

: Company (BG&E) , in Case No. 8473 on the reasonableness of the

proposed contract between BG&E -and the AES ‘Northside
generation aproject,' and 1in Case :No. 8487 on BG&E’s cost

allocations, marginal costs, and rate design.
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Have you been involved in least-cost utiiity resource
pianniné? |

Yes, I have been invélved in'ﬁtility planning issues since
1978, including loaa forecasting, the economic evaluation of
proposed and existing power plants, and the establﬁshment~of
fate-fqr qUéliinng.faqilities. lMoét ﬁecentiy; I have been a

consultant "to. various energy conservation °~ design

" collabératives in New England, New York, and Maryland; to the

Conservation Law Founhdation’s (CLF’s) conservation design -

project in .Jamaica; -to CLF interventions in a number of-New_'

England rulemakiﬁg and adjudicatory proceedings;‘to,the Boston
Gas Company on avoided costs and conservation prograh'design;
to the City of Chicago in reviewing the Least Cos£~Plan of
Coﬁmonwealth Edisén} to the South Caroliqa~Consumer Advocate’
on least-=cost plénﬁing; to environmehtal .éroups':in 'North
Carolina, Florida; Ohio and Michigan on DSM planning; and to
sevéral parties on incorporating externalities in utility
planﬁiﬁg and resource acquisition. I also assisted the DC .PSC

in .drafting oraer'8974 in Formal Case 834 Phase 1II, which

‘establishéd least-cost planning requirements for the electric

and gas utilities serving’the District.

I have testified in several proceedings on proposed power

'purchgses, on behalf of qualifying faqilities (QFs), consumer

~advocates, and -environmental = advocates. - In ' various

proceedings, i'haveAadvocated the establishmept of loﬁg;term

contracts for powér purchases from QFs, higher purchase
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prlces, lower Dbackup charges to QFs, vapproval' of some
contracts, and disapproval of other contracta. |

Have you teatified bremiously on ‘supply planning and
power purchase issues?

Yes. I. have testified a number of’ tlmes on cost allocations

Aand‘rate‘de31gn, ln addltlon to several related pieces of

testimony on such related tOplCS as the allocation of DSM

program costs, and the derivation. of marginal/avoided costs

for evaluation of DSM, non—utility generation and utility}
supply optlons

Are you the author of any publlcatlons on utility plannmng”

- - Yes. I am the author of a number of publlcatlons on rate

design, cost allocatlon, power plant cost recovery,

. conservation program design and. cost-benefit analysis, and

other utility planriing issues. These publications are listed

in my resume.

~Are you engaged in any least-cost planning activities in

Maryland°

Yesv I am a consultant for the Maryland Office of People’s

Connsel (OPC) to the DSM collaboratives for BG&E, WGL'and

BG&E, as well as more limited roles in collaboratiyes with

Delmarva Power and Potomac Edison. These'collaboratives also

include the Commission Staff, DNR, and various combinations of

other parties. = I am -genérally responsible for. issues

concerning avoided costs, resource allocation, cost recovery

and regulatory policy.



On whose behalf are you testifying?
My testimony.is being - sponsored by the Maryland Office of

People’s Counsel (OPC). -’




10
11

12-

13

14 .

16

17

18
19
20
21
22
23

24 .

25
26
27

INTRODUCTION

Please describe the purpose of your‘testimonYu
The pUrpose- of‘ my .testimony is to consider whether the
contract between Potomac Edison (PE), a subsidiary of the
Allegheny Power System,? and AES Warrior'Run (AES/WR)L a

sUbsidiary of the AES’Corporation, amended as ‘proposed in

'Exhlblt RFB-14 to the testlmony of Regls F Blnder, is in the

1nterests of PE’s ratepayers

Warrlor Run is the proposed successor to AES’s Cumberland

- plant, which" was in turn the successor to AES’s Petro ia

plant, originally planned for constructlon in Pennsylvanla.

The_Petrolia.contract was filed with the Commission in July
1958 The‘contract, amended for the Cumberland site and with
revised pr1c1ng terms, was . approved by the Comm1ssmon in
February ~l989; I will refer to the ~contract, .including
Amendment 1, as the "original".contract. .
The proposed amendment allows.AES to move the plant'from
the Cumberland.site to-the Mexlco Farms site, and delays the
ln—service date and certain milestones |
Do~ you flnd that the contract, with the proposed amendment, ls
in the lnterests of PE’s ratepayers° ‘ ‘

No. 'The contract for power frcm.the.Warrior~Run (AES/WR) ‘

‘project will increase costs in the‘short'term,'and”will lead -

to higher customer rates. and bills in the long term as well.

. 'In this testimony, I do -not distinguish between Potomac
Edison and Allegheny Power; technically, some of my references to

"PE" should be to Allegheny.
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Neither the Company nor AES has.condoCted a rigorous'analysis
of the contract's costs and beneflts. I hate comparéd-the
cost of the contract to various estlmates of PE’s av01ded
costs, and have found that the contract appears not to be

cost~effective, and by a wide. margin. I recommend that the

 Commission ‘reject’ - the contract . amendment and allow the

termination of the project.

How 'is 'the remainder of your testiﬁony organized?

Sectlon III dlscusses my efforts to determlne the cost—‘j'

AeffectlvenessAof the AES/WR'contract; Sectlon IV brlefly'

discusses thé economic effects of AES/WR on Allegheny County.

Section V presents my recommendations to the Commission.
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THE COST—EFFECTIVENESS OF THE WARRIOR RUN CONTRACT

A, Potomac Edison Has Not Analyied the New. Contract

-Has PE'anaiyzed the costs and benefits of the new contract?

No. The Company has. only provided a comparison of the
economlcs of the orlglnal contract to the amended contract

(Blnder pp 9- 10, Exh. RFB-15) . ,Assumlng that the original
contract is unlikely to be\fulfilled .this analysie is not
vety relevant. PE. has not con51der d whether ratepayers would

be: better off w1th -the amended contract than w1th no AES

-contract at all . Instead, PE appears to assume that the

original contract is viable, and that it is. stuck with the

" AES/WR purchase, whether cost-effective or" not (Binder, 'p.

13) . -

Have conditions Chanoed significantly since 'the original
contracté | o |
Circumstances have changed dramatically since 1988, when PE

expected AES/Cumberland to back out new coal capacity.planned

‘for the late 1990s. ~ PE now expects to meet its supply

requirements .through 2004  with exieting plants and new-
combistion turbines (CTs). Startingvin 2005,  PE expects to
add eome.oilefired combined cycle_plant’s"(C'Cs)',.2 "PE is also
intclved in a DSM collahorative; over the next decade,,a

substantial share of. PE’s incremental resource requirements -

‘are likely to met with DSM.

’This information is from PE’s 1992 Integrated Resource Plan,

or IRP.
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In the current circumsténée, AES/WR would produce very
small variable—cosﬁ savings when diépatched against -PE’s
pred@minately‘coal—fifed.sysﬁem.' Hence, AES/WR must pay for
iféelf by backing out new capacity. In 1988, .that was an

easier task, since AES/Cumberland‘was‘backihg~out,expensive

new coal-fired capaéity.: Now, AES/WR would be backing out

.relétively inexpensive CTs for the first several years of

operation, and then slightly more expensive CCs.®> Neither of

these plant types is nearly as expensive as coal plants.

s

PE also expects to return to service four o6lder steam units,
but AES/WR would enter service too late to affect their timing.

S
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B. Comparlson of the Costs of the Amended Contract to the
"~ Avoided Costs PE Estlmates for QFs

. How. does the amended contract compare to PE’'s avolded—cost

estimates°

PE estlmates only avoided demand -related capacity costs, -As
dlscussed above, the av01ded energy costs due - to the AES/WR
contract will be close to the AES/WR energy charges for many.

years, until hlgherfcost fuels become a significant part of .

. PE’s mix or-an. ekpensive baseload plant is avoidabie' Hence,

_AES/WR is unllkely to be cost effectlve if 1ts capac1ty charge

is’ much hlgher than the av01ded capac1ty costs.

PE. presents a range of avomded capac1ty costs. I believe

that the avoided capac1ty cost should be based on the cost of

the first three CTs I do not accept PE’s argument that CTs

. .planned for 1996 98 are not avoidable in 1993 "PE’s hlghest

estimate is based on the costs of these unlts, as they would
be timed with 200 MW lower QF purchases than rassumed in the

1992 IRP' (e.g., without the 180 MW AES/WR purchase). While

DSM-is likely to delay the need for these additions,-using the

IRP -200 case 1is conservatlvely blased in favor of. AES/WR

PE's estlmate of levelized av01ded capa01ty costs, under'
these most favorable c1rcumstances, is $7.39/kwfmonth, or
about’ 1 4¢/kWh at a 759 capa01ty factor (Exh. RFB—23)~' The

levelized capac1ty charge for AES/WR is 5. 7¢/kWh (Exh. C in

" Exh. RFB—14).' ThlS comparlson appear to be hlghly unfavorable'

to AES/WR.

10
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cC. Comparison of the Costs of the Amended Contract to the
Avoided Costs PE Uses in Evaluating DSM

.Have you compared the costs‘of the amended contract to PE’s

avoided costs?
Yes., Attachment 2 of my testlmony contalns this comparison.

Column (1] shows the annual cost of the contract to PE. ‘ These<

'flgures were taken from an analy51s prepared by AES, . prov1ded

in IR l—Westvaco—l.‘ Columns [2] and [3]) show PE’s‘levellzed
avoided energy and generation capacity costs; for.a 30-year

period.beglnning in 1997. The“avoided costs are taken frem

" the Company’s 1992 lR?. Columns [4) and.[S] apply these

“avoided. costs to the Warrlor Run contract, assuming 180 MW

capac1ty and l 110, 830 MWH/year, as derlved from p. 476 of the

IRP. Column [6] sums the avoided capacity and’energy costs.

Is lt approprlate to compare AES/WR to the avoxded costs PE

developed for DSM?

Yes, for three reasons. First, both AES/WR and DSM would back
out similar energy and generation'capacity‘coSts' - It is
possmble that the DSM avoided costs 1nclude costs AES/WR would
not.aV01d, such as llne losses and the higher energy costs
associated with realistic D$M load shapes, If so, the wvalue

of AES/WR would be even Smaller.5 Thus,'my analysis of AES/WR

i1 generally refer to responses to discovery as "IR n-xx-m,"

where xx is the requesting party, n is the number of the request,
and m is the number of the question. The.respondent (AES/WR or PE)

is clear from context..

5T have not been able to determine whether PE’s avoided-cost

estimates properly include the benefits of additional off-system
sales.

Hence, PE’s avoided costs may be somewhat understated for

11
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may provide too favorable an estimate of the plant’s cost-
effectiveness.
Second, AES/WR is likely fo displace a significant amount’

of DSM. . AES/WR (like any other committed resource) has'

- reduced PE!’s progectlons of av01ded costs, reduc1ng the amount

of . cost effective DSM Hence, the av01ded cost used 1n.'

screening DSM provmdékan estimate of the cost of DSM that
AES/WR may back out.,
Thlrd, while the avoided costs from the- IRP are'reduced

by the assumptlon that AES/WR w1ll be bu1lt, they are

'ovcrstated by PE’s understatement of DSM potentlal - The

avoided costs with an aggressive DSM program but without

AES/WR are likely to be similar to, or lower than, comparably

estimated . avoided costs under the IRP .assumptions: with

AES/WR but without aggréssive DSM.
What does your comparison show?
At the bottom of Attachment 2, I calculate the present value

of the Warrior Run contract and the present value of avoided

costs. I flnd that in present value'terms, the Contract will

cost ratepayers an additional $423 -400, 000, over 30.25 years
Attachment 3 approxwmates the annual difference between
the cost of the contract and av01ded costs. 'That Attachment

shows qulte a large dlfference even in the flrst full year of

' operation, at about $54,000,000.

both DSM and AES/WR.

12
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How did you calculate the avoided cost streams in Attachment

- 37

:The avoided capacity anc energy costs in columns [2] and [3]

approximate PE’s annual avoided costs. - The streams are

derived from PE’s ‘levelized avoided costs, for. actions with.a

‘lifetime of 10, 15,:20 and 30 years. The annuél costs in

Attéchment 3 were calculated to have the Same present vaiue at

the streams in Attachment 2.
The ~levelization of costs over the first 10 years

overstates the estimate of the,évoided costs and understates

-the excess of AES/WR costs in the early years}

13
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'D. Correcting AES’ Analysis of the Amended Contract

Has AES analyzed the costs and benefits of the new contrac£?1
Yes. - -In. response to IR ,1—Westvaco?1, AES provided a

comparison of the AES/WR contract price to AES’s estimate of

PE’S avoided costs. The analysis assumes that AES/WR»backs

.out 180 MW of CTs in 1997-1999, and 180 MW of oil-fired CCs -

thereafter In 1997—1999 AES/WR 1s assumed to replace CT_oil

at a- 5% capac1ty factor, and existing coal at an additional

;65 4% capac1ty factor. From 2000 on, AES/WR 1s assumed to

" back out CC 0il-at a 70{4%_capacity.fact0r.

What errors-have you foundlin AES’s analysiéé
The analysis cohtaine a number of errors.
+ AES assumes that the CT's fixeo costs are ‘eliminated for
" the entire analysis period,‘ Given AES’s assumption that .
AES/WR will. back out a more-expensive CC'starting in
2000, the CT’s fixed costs are simply deferred, not
‘avoided. The. CT would be bu1lt in 2000, and would be
‘more expensive throughout. the remalnder of the analysis
per;od than the earlier CT would have,
'+ AES ases CC'O&M costs’ that are much higher than those in
Athe IRP. ' | , | ’ |
. AE$4&astly overstates the CC capacitj factor. The CC 1is
unllkely to operate at anythlng close to.70% capac1ty
| factor; AES/WR would not back out CC 011 in most hours,
since rhe CC would not be running.. Most AES/WR energy

would back down other coal plants.

14
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+ AES assumes that a'CC would be added in 2000. The IRP
progects the addition of .a CC in 2004 (IRP Exh+: IV.B.4.b-
.8)J Slnce the CTs are projected to operate at very low
capacity factors (about 5%), it is unlikely that earller
CC addltlons would be cost— effectlve

Q: - Have you corrected thase errors'>

A: .All Dbut the last item. My corrected ver81on of the AES

analysis ie shown in Attachment 4. I have added the costs of
the deferred CT,"which rednces‘the:benefits of.AES/WR by about
537 million (1993PV); redpced the cC 0&M coets:to the‘levels_l
in the .IRP, which reduces the benefits of AES/WR by about $45
million;® and assumed that the CC operates at a 15% capacity
factor, which reduces'the benefits of AES/WR by over $370_
million.’ I' have continued.‘ACS’e category of ‘avoided
internediate fuel coetS'beyond 2000, to capture the costs of
the existing coal Dbacked out- by AES/WR. With these
corrections, the net cost of the amended AES/WR contract is
about $340 million.

Delaylng the in-service date.of the avoided CC to 2004
would reduce the benefits of AES/WR by another $30 million or

SO.

Q: What is the basis for your assumption'that the avoided CC

¥I used the summer capacity of the CC to compute the O&M cost.
per kW, whlch overstates the costs for 180 MW of w1nter capac1ty

7I also corrected some minor errors in the AES analy51s, some
of which understated avoided costs, and removed the confusing
distinctions between APS, PE, and PE’s Maryland jurisdiction in the
AES analysis,

.15
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would operate at-a 15% capacity fgctbr.

This estimate' is based on review of

‘The‘capacity:factors implied by the CC generation levels

shown in IRP Exhibit IV.B.4.b. Those capacity factors

range from. the single digits up to.about 22%,

L SR

Thé.PE écreening curves in-IR,A?Westvacofi,,which imply
that éven in 1992; CCs would be more éxpénsive than
pumped:storage above a 15%Acépacity factor, and more
expensive than coal plants~abbve'a 33% capac;ty'factor.“’
As the price of #2 bil eééala£es, the breakéveh;qapacity
faétors willldeqreasel , '

The véry low (2410%)‘capacity factors.PE projects in IR .

6-Staff-1 for the reactivated Mitchell 1&2 and Springdale

-7&8 units, which bﬁrn‘#6 fﬁel oil. PE projecté.that #2

“‘bil'will”éost aboptlSZ% more than #6 oilfby 2001 (IRP -pp.

438-441), which more than makes up for the CC’s better

heat rate.

® Wind generation and cbmpressed air energy storage (CAES)
also appear to beat combined cycles at low capacity factors.

16
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EFFECf OF AES/WR'ON THE ECONOMY ' OF WESTERN MARYLAND
What lmpllcations do your estlmates ‘of the net cost of AES/WR‘
have- for the testimony of Dr. Dalton? '

Dr. Dalton estimates certa1n~benef1ts to the local economy due

to the constructlon and operatlon of AES/WR Given the time

limlts in this proceedlng, I have.not reylewed Dr. Dalton’s

estimates in detail. . However, she appéar3~to present the
simpie sum of nominal benefits, without discounting. Her

érgument against discounting (Exh; MMD-1, "p. 3) appears to

- imply that her numbefs.csnnot beé used for'prbject comparison'

or evaluation purposes. ' IAagrée

Dr. Dalton also appears to treat all wages as beneflts,
without countlng the costs of 1lost alternative labor or
lelsure tlme .Dr; Dalton apparently includes as a local
beneflt the ‘cost of coal purchases, without:deﬁerminiﬁg she
destination of the proflts'and royalties; and double-counts
the costs of wages paid to coal miners, including them'bpth
direstly and as part of the cost of ¢oal, . .

However, Dr. baltsn does not appear‘td reflect-the most
imporfant.effect’of the plant on the -region, its effect on
rates. Sincé'AES/WR would not be cost—effectiss( it would
incresse utility bills in PE’'s service territory, impede

economic development, and depress the local economy. Current

' *Wages are generally assumed to be costs, not benefits, of
energy resource projects. Dr. Dalton’s approach would count all
local expenditures as benefits, even if the expenditures are to dig
holes and fill them in.

17
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residents and businesses will have less disposable income, and

will hence buy less from other residents and businesses.

. Existing businesses will be less competitive. Potential new

businesses will face higher 'costs. These cost increases will

- come on top of increases required to comply with the Clean Air

Act'Amendments‘aﬁd.thoge driven by generél-inflétion."

As discussed before,,AES/WR would aléq tend to discourage
PE.frdm aggressively'pursuing'DSM prdgrams. Those programé
benefit'tne'locéi e¢onomy-ih two Ways. First, they reduce
biilsf‘indfeaéing dispéséble income and the'éompetitiveneSS of .
loéal employ.ebzrs,~ éecoﬁd, they traih and'eméloy\local workérs

for'pﬁogram administration and measure delivery. Dr. Dalton

"does not reflect the lost DSM benefits to Allegheny County.

» Overail, Dr. Daiton{s analysié does not séem to add'much

“of wvalue to the -Commission’s déliberatibns. : AES/WR is-

unlikely to be beneficial to PE’s service territory or to the

state of Maryland.

18 .
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kECOMMENDATiONS TO THE COMMISSION IN THIS CASE.

What recommendations do you have regarding commission approval

'of the Amendment to the contract between AES acd PE?

I recommend that the Commission reject the amendment given its

poor economics.

_ Would such rejeotion be fair to AES, gi&en that a contract for

the predecessor project ‘was approved by the Commlsslon°

Yes. Had the Cumberland progect failed, and?gv01ded costs: had?

rlsen, AES. would have been free to propose the AES/WR project

‘as a new progect ellglble for hlgher av01ded costs '.The

Commission 1s.under nO‘obllgatlon to_approve the amendment of
contracts to allow QFs to retain excessive higher—than—market
rates; since the QFs are not obllgated to amend contracts to

give. PE’s customer s the benefits of lower than—market rates

Z'negotlated for dlfferentts1tes and schedules.

Would your recommendation change if the Cumberland project

.were still viable under the original schedule5

Yes. .Since nelther the original contract nor the amended'

contract is cost-effectlve, and- since AES is unllkely to be
able to structcre,a cost—effectlve sale from a coal plant to

PE in the: foreseeable' future, the  best ,outcomeA is the

-cancellation- of both 'the: AES/Cumberland and the AES/WR

plants.'® If AES is actually able to build the plant, and is .

_ 10Perhaps PE and AES could negotlate an agreement to defer the
plant until it would be cost-effective, an. event that appears
unlikeély to occur until after the end of PE’s current planning
period. PE mlght pay annual fees to compensate AES for keeping the
project licensed and ready to restart, just as PE would do for a
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legally entitled to sell power at uneconomiq-rates to éE, then
PE éhould‘seek to limit'its~liabiiity by buying out the
contfact; This pracﬁicé has become quite_éommon.infather
states, for exactly these reasons.

The cost of the buyout to PE will depend on the amount of

_profit AES expects to earn on the.contfact; ‘Since AES has

indicated that £inancing will be more expensive under the

briginal schedule than the revised schedule, AES’s profit will

" be lower if the.amendmént is rejected. Other costs are also

, . R ‘ : O .
‘likely to be higher, and the lack of slack in thée schedule

increases AES’'s risks. Hence, AES should settle for a smaller
buyout under the original contract than-the amended contract.
Approvai‘ of the amendment  would simply increase "AES's

bargéining powér,With PE.

‘Does this conclude your testimony?

Yes.

deferred plant of its own.
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Resource Insight, Inc.
18 Tremont Street, Suite 1000
Bostort, Massqchusetts 02108

PROFESSIONAL EXPERIENCE

.Pravident,._Resburce Insight, Inc.
" August 1986 - present

Consultmg and testlrnony in utrhty and insurance economics. Reviewing utility supply plannmg
. processes -and Out‘omes; assessing prudence of prior * power . planmng investment decisions,

identifying excess generating capacity, analyzing effects of power pool pricing rules on equity and -

utility incentives. Reviewing electric utility rate design. Estimating magnitude and cost of future

load growth. Designing and evaluating electric, natural gas, and water utility conservatwn programs
: mcludmg hook-up charges and conservation cost recovery mechamsms

Determining avoided costs due to ‘cogenerators Evaluatmg cogeneratxon'rate risk. Negotiating
cogeneration contracts Revrewmg management and pricing of district heating system.

.'Determmmg farr proﬁt ‘margins for automoblle and workers’” compensatlon insurance lines,

* incorporating reward for risk, return on' investments, ‘and tax effects Determining profitability of
transportatlon services.

Advising regulatory commissions in least-cost planning, rate design, and cost allocation.

) Research Associate, Analyszs and Inference, Inc.
May 1981 August 1986 (Consultant 1980-1981) 1

Research consulting and testrrnony in various aspects of utrlrty and insurance regulatlon Designed
self-insurance pool for nuclear decommissioning; estimated probability and cost of insurable events,
and rate levels; assessed alternative rate designs. Projected nuclear power plant construction,
opération, and decommissioning costs. ~ Assessed reasonableness of earlier -estimates of nuclear
power gggnt construction schedules and costs. Reviewed prudence of utility construction decisions.

Consulted on utility rate desfgn issues including smau‘p'ower producer rates; retail natural gas rates; -
public agency €lectric rates, and comprehensive electric rate design for 4 regronaI power agency.
Developed electricity cost allocations between customer classes. : :

Reviewed district heating system efficiency. P_roposed power plarlt"performance standards.
Analyzed auto insurance profit requirements. | ‘

Designed utility- ﬁnanced decentralized conservatlon program. Analyzed cost-effectiveness of
~transmrssron lines. . .
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Paul L. Chernick

Utility Rate Analyst, Massachusetts Attorney General
December 1977 - May 1981

.'Analyzed uuhty filings -and " prepared altematxve ‘proposals. Partxcxpated in- rate negotlatlons,
" discovery, cross-exammatxon and bneﬁng Prowded extensive expert testunony before various,

regulatory agenmes

Topxcs mcluded demand forecasting, rate declgn, margmal costs time-of-use rates, rehablhty xssues,'
power pool operations, nuclear power cost projections, power plant cost-benefit analysis, energy
conservation and alternative energy development. a
PROFESSIONAL AF ¥ ILIATIONS

- Senior Assocxate, Cambridge Energy Research Associates, Cambridge, Massachusetts.

_ Associate, Rocky Mountain Institute Competxtek ‘Service, Old Snowmass, Colorado.
" Member, International Association for Energy Economlcs and past Vice-President, New England

Chapter.
,Member Association of Energy Engmeers Lilburn, Georgia. -

 EDUCATION
S.M. Technology and Pohcy Program, Massachusetts Instxtute of Technology, Februaty, 1978

S B Civil Engmeenng Department Massachusetts Institute of Technology, June, 1974.

HONORARY. SOCIETIES

. Chi Epsilon (Civil Engineering)
" "Tau Beta Pi . (Engineering)
S1gma Xi (Research)

. OTHER HON ORS

Instxtute Award Instxtute of Pubhc Utlhtles 1981
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PUBLICATIONS

Chernick, P. et al., "Benefit-Cost Ratios Ignore Interclass Equity," DSM .Quarterly,.Spring‘ 1992,

Chernick, P. and Birner, S., "ESCOs or Utility Programs: Which Are More Likely to Succeed?,"

.The Electricity Journal, Vol 5, No. 2, March 1992

Chernick, P. and Schoenberg, I, "Determmmg the Margmal Value of Greenhouse Gas messxons
Energy Developments in the 19903 Chailenges Facing Global/Pacific Markets, Vol. II, July 1991.

Chermck P. and Caverhill, E., "Monetlzmg Environmental Extemahtres for Inclusion in Demand-,
Side Management Programs,” in Proceedings from the Demand- Srde Management and the Global
Environment_Conference, Apnl 1991. :

o Caverhxll E and Chermck P., "Accounting for Externahtles Pubhc Utxhtles Fortmfzhtlv, Vol 127 :
‘No.5, March 1,1991. :

Chermck, P. and Caverhill, E,, "Methods of Valumg Enwronrnental Extemahtres The Electncrtg
Journal Vol. 4, No. 2, March 1991 - : ‘

Chernick,- P. and Caverhill, E, "The Valuation of EnvrronmentaI Externalities in Energy
Conservation Planning," Energy Efficiency and the Environment: Forg]ng the Link. Amencan
Council for an Energy-Efficient Economy; Washington: 1991.

Chernick, P. and Caverhill, E., "The Valuation of Environmental Externalities in Utility Regulation,”
External Environmental Costs of Electric Power: Analysis and Internalization. Springer-Verlag;

Berlin: 1991

' Chernick, P., Espenhorst, E., and Goodman, L, "Analysis of Residential Fuel Switching as-an

Electric Conservation Option,” Gas EDCLZV Review, December 1990.

ChermcL, P, "Externahtles ‘and Your Electnc Blll The Electricity Journal October 1990 p 64

- Chemrck, P. and Caverhlll E., "Monetizing Externalities in Utility Regulations: The Role of - -~

Control Costs,” in Proceedings from the NARUC ‘National Conference on _Environmental
Externalities October 1990. : . :

" Chernick, P. and Caverhlll E., "Monetizing Envuonmental Externalities in Utility Planmng,
Proceedings from the NARUC Brenma] Regulatorv Informatlon Conference, September 1990.

‘;Chermck, P, Espenhorst E., and Goodman, I "Analysrs of Residential Fuel Switching as an’
Electric: Conservatzon Option,” in Proceedmgs from the NARUC Biennial Regulatory Information -

- Conference, September 1990.







" Power Busmess Cambridge Energy Research Assotiates, 1987 pp. 63-72.

. Paul L. Chemnick

Chernick, P. and Plunkett, J., "A Utility Planner’s Checklist for Least-Cost Efficiency Investment,”
in Proceedings from the NARUC Biennial Regulatory Information Conference, Se_pternb,er 1990.

Ottinger, R., et al, Environmental Costs of Electricity. Oceana; Dobbs Ferry, New York:

. September' 1990.

Plunkett 7, Chermck, P., and Wallach 1, "Demand Side Btddtng A Viable Least- Cost Resource

Strategy, in Proceedmfzs from the NARUC Biennial Regulatory" Informahon Conference

'September 1990.

Chernick, P. and Caverhill, E., ”Incorporatmg Environmental Externalities in Evaluation of Dtstnct' ‘
Heating Options,” in Proceedm}zs from the International District Heating and. Cooling Association

81st Annual Conference June 1990.

Chemlck, P and. Plunkett, J., "A Utllm Planner’s Checklist for Least- Cost Efﬁcrency Investment

in P"oceedmgs from the Canadxan Electncal Assocxatxon Demand -Side Management Conference,
JunL 1990

Chernick, P and Caverhill, E., "Incorporatmg Envxronmental Externalxtles in Utility - Planmng,.

" Canadian_ Electrical Assocxatlon Demand Side Management Conference, May 1990.

Chernick, P., "Is Least-Cost Planning for Gas Utilities the Same as Least-Cost Planmng for Electric

. Utilities?" in Proceedings of the NARUC Second Annual Conference on Least Cost Planmng,
- Septeémber 10-13, 1989.

Chernick, P.,~"Con$ervation and Cost-Benefit Issues Involved in Least-Cost Planning for Gas

Utilities," in Least Cost Planning and Gas Utilities: Balancing Theories with Realities, Seminar
proceedings from the District of Columbia Natural Gas Seminar, May 23, 1989.

Plunkett, J. and Chernick, P., "The Role of Revenue Losses in Evatuatmg Der.and-Side Resources:
An Economic Re-Appralsal," in Summer Study on Energy Efficiency in Butldmgs 1988 Amerrcan
Council for an Energy Efficient Economy, 1988. ~

. 'Chermck, P “Quantxfymg the Economic Benefits of Risk' Reduction: Solar Energy Supply Versus
. Fossil Fuels," in Proceedings of the 1988 Annual Meetmg of the American Solar Energv Socxety,

American Solar Energy Society, Inc 1988, pp. 553-557.

Chermck, P., "Capital Mmtmtzat)on Salvation or Suicide?," in L.C. Bupp, ed,, The New Electrxc

-‘Chermck, P., "The Relevance of Reégulatory Revrew of Utility Planmng Prudence in Major Power
" Supply Decisions,” in Current Issues Challenging the Regulatory Process Center for Public Utilities,

Albuquerque New Mexico, April, 1987, pp. 36-42.
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Chernick, P., "Power Plant Phase-In Methodologies: Alternatives to Rate Shock,” in Proceedirigs

“of the Fifth. NARUC Biennial Regulatory Information Conference, National Regulatory Research

Institute, Columbus, Ohio, September, 1986, pp. 547-562.

Bachman, A. and Chernick, P., "Assessing Conservation Program Cost-Effectiveness: Participants,

Non-participants, and the Utility System," in Proceedings of the Fifth NARUC Biennial Regulatory -

Information Conference, Natronal Regulatory Research Instrtute, Columbus, Ohio, September, 1986

© pp. 2093-2110.

Eden, P., Falrley, W., Aller, C,, Vencm C., Meyer, M., and Chernick, P., "Forensic Eoonormcs and
.Statrstxcs An Introductron to the Current State of the Art," The Practxcal Lawyer, June 1, 1985,

pp. 25-36.

_Chermck, P., "Power Plant Performance Standards: Some Introductory Prmcrples Public U U ;lxtles
Fortmghtly, Aprll 18, 1985 pp- 29-33. ~ , '

Chermck P., "Opemng the Utility Market to Conservatnon A Competmve Approach in Energy
Industries in Transition, 1985-2000, Proceedings of the Sixth Annual North American Meeting of -

the International Association of Energy Economrsts San Francisco, California, November, 1984, pp
1133-1145. .

‘Meyer, M., Chernick, P.,"and Fairley, W., "Insurance Market Assessment of ,Technological Risks,"

in. Risk Analvsis in_the Private Sector, pp. 401-416, Plenu'm Press, New York, 1985.

Chernick, P., "Revenue Stabrllty Target Ratemakmg, Public Utilities Fortmghtly. February 17, 1983 ‘

pp. 35-39.

Chernick, P. and Meyer M, "Capa'city/Energy Classifications and Allocations for Generation and

Transmission Plant," in Award Papers in Public Utility Economlcs and Regulation, Institute for -

Pubhc Utilities, Mrchrgan State University, 1982..

Chernrck, P., Fairley, W, Meyer, M., ‘and Scharff, L., Design, Costs_and Acceptability of an
Electric Utility Self-Insurance Pool for Assuring the Adequacy of Funds for Nuclear. Power Plant

- -Decommissioning Expense, (NUREG/CR-2370) U. S Nuclear Regu]atory Commission, December
1981. : o

Chernick, P Optlmal Pricing for Peak: Loads and Joint Productron Theorv and Apphcatrons to

Diverse Condmons (Report 77-1), - Technology and Polrcy Program, Massachusetts Institute of-
'Technology, September 1977. : _ : ,
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. PRESENTATIONS -

American Planning Association 1992 National Planning Conference; May 10, 1992; ';'Using the Costs

of Required Controls to Incorporate the Costs of Environmental Externalities in Non-
Environmental Decrsxon -Making." .

DSM Advocacy Workshop; April 15, 1992 Session Leader for "Cost Recovery and Deoouplmg and

"The Clean Air Act and Externalltxes in Utility Resource- Plarining" panels

¥ Energy Plannmg Workshops Columbia, S.C.; October 21, 1991; "Overview of Integrated Resources

Planning Procedures in South Carolina and Critique of South Carolina Demand Side Management
Programs.” .

- Denand Sxde Management and thz Global Environment O)nference Washington, D.C., April 22,.
. 1991; "Monetizing Envxronmental Extemahtxes for Inclusxon in Demsad-Side . Management '

Programs

Conservation Law Foundation Utility Energy Effi cnency Advocacy Workshop, Boston, February 28,

1991; "Least Cost Planmng and Gas Utilities.”

. NARUC Forum on Gas Integrated Resource Plannmg, Washmgton, DC February 24, 1991;
"Least Cost Planmng in a Multl Fuel Context. )

AUnderstandmg Massachusetts New Integrated Resource Management - Rules Needham'

Massachusetts November 9, 1990 "Accounting for Externalities: Why, Which and How?"

National Association of Regulatory Utility Commissioners’ National Conference on Environmental
Externalities; Jackson Hole, Wyoming, October 1, 1990; "Monetizing Externalities in Utrlrty

Regulatlons The Role of Control-Costs."

~ New England Gas Association Gas Utility Managers Conference Woodstock, Verrnont September

10, 1990; "Increasing Market Share Through Energy Efficiency."

" Lawrence Berkeley Laboratory Training Program for Regulatory Staff Berkeley, Caleornxa

February 2, 1990; "Qu ntx@mg and Valumg Environmental Externalities.”

District of Columbia Natural Gas Seminar; Washington, D.C., May 23 1989 "Conservatlon in the.
"Future of Natural Gas Local Drstnbutnon Compames :

Massachusetts Natural Gas Councxl Newton, Massachusetts Aprll 3, 1989 "Conservatlon and Load -

Management for Natural Gas Utrlmes

-. New England Conference of Public Utilities Commissioners, Environmental Externalities Workshop; |

Portsmouth, N.H., January 22-23, 1989; "Assessment and Valuation of External Environmental
Damages."
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New’ England Utxhty Rate Forum; Plymouth Massachusetts October 11 1985; Lessons from
Massachusetts on Long Term Rates for QFs".  ~ .

Massachusetts Energy Facmtles Siting Council; Boston, Massachusetts, May 30, 198s; "Rewewmg
Utll:ty Supply Plans", :

" National Assocnatlon -of State Utxllty Consumer Advocates, Wllltamstown, Massachusetts August
13, 1984; “Power Plant Performance ‘

Natlonal Conference of State Legxslatures Boston, Massachusetts, August 6, 1984 "Utlllty Rate

Shock”

N.ational Governors’ Association Working Group on Nuclear Power Cost Overruns; Washington,

- D.C,, June 20, 1984; "Review and Modification of Regulatory and Rate Making Policy".

Annual Meeting of the American Association for the Advancement of Science, Session onm -

Monitoring for Risk Management; Detroit, chlugan May 27, 1983; "Insurance Market Assessment
of Technological Risks". ' ) : : : .

REPORTS (excluding reports incorporated in;testimony)

. ’"The Agrea Project Critique of Extemality Valuation~ A Brief Rebuttal " March 1992.

"The Potential Economic Benefits of Regulatory NO Valuation for Clean Air Act Oxone
Comphance in Massachusetts March 1992.

"Report on the ‘Adequacy of Ontario Hydros Estimates of Externallty Costs Associated w1th
Electricity Exports,” (Wlth E~ Caverhlll), January 1991.

"Comments on the 1991-1992 Annual and Long Range Demand Side Management Plans of the
- Major Electnc Utilities,” (with Plunkett J., et al). September 1990. :

"Power by Efﬁcxency An Assessment of Improvmg Electrical Efficiency to Meet Jamaica's Power'
Needs (with. Conservatxon Law Foundatxon et al.), June 1990. ‘

"Analysxs of Fuel Substitution as an Electnc ‘Conservation Optlon, (W1th L.Goodman and- E.

Espenhorst), Boston Gas Company, December 22,1989.

"The Deve10pment of Consxstent Estimates of Avoided Costs for Boston Gas Company, Boston

Edison Company, and Massachusetts Electric Company” (thh E. Espenhorst) Boston Gas
Company, December 22, 1989. :

‘ai" .
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"The Valuation of Externalities from Energy Production, Delivery, and Use Fall 1989 Update )
- (with E. Caverhill), Boston Gas Company, December 22, 1989. '

"Conservation Potentral in the State of Minnesota," (with I. Goodman) Minnesota Department of
Public Service, June 16, 1988.

: "'Revrew of NEPOOL. Performance Incentive Program Massachusetts Energy Facilities Srtmg,
Councrl Apnl 12, 1988 . : : .

"Application ¢ of tbe DPU’s Used-and-Useful Standard to Prlgnm 1" (With C, thls and M Meyer), .
Massachusetts Executrve Office of Energy Resources, October 1987.

"Constructing a Supply Curve for Conservation: An Imtlal Examination of Issues and Methods "
Massacthetts Energy Facilities Siting Councrl June, 1985. . . L

" "Final Report; - Rate Design Analysis,” Pacrﬁc Northwest Electnc Power and Conservatron Planning -~
Council, December 18, 1981." : -

ADVISORY ASSIGNMENTS TO REGULATORY COMMISSIONS

District. of Columbia Public Service Commxssron, ‘Docket No 834, Phase II Least—cost planmng‘ :
procedures and goals August 1987 to March 1988. . '

Connecticut Department of Pubhc Utility Control, Docket No. 87- 07-01 Phase 2 Rate design and
cost allocations; March 1988 to June 1989.

EXPERT TESTIMONY -

In each entry, the followmg information is presented in order: jurisdiction and docket number; title -
of case; client; date testimony filed; and subject matter covered. Abbreviations of jurisdictions
include: MDPU' (Massachusetts Department of Public Utilities); MEFSC (Massachusetts Energy .
Facilities Siting Councrl) PSC (Pubhc Servrce Commission); and PUC (Pubhc Utilities Commrssron)

1. - MEFSC 78- 12/MDPU 19494, Phase I, Boston Edrson 1978 forecast Massachusetts
Attorney General; June 12, 1978. .

. .o v .' ) . :
- Appliance penetration projections, price elasticity, econometric commercial forecast, peak
-demand forecast. Joint testimony with S.C. Geller. B '
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-MEFSC 78-17; Northeast Utllmes 1978 forecast; Massachusetts Attorney General;

September 29, 1978.

Specification of economic/demographic and industrial models, appliance -efficiency,
commercial model structure and estimation.

MEFSC 78- 33 Eastern Utilities Assocrates 1978 forecast Massachusetts Attomey'
" General; November 27, 1978. ‘ : ,

Household size, appliance efﬁcxency, appliance. penetratxon, pnce elasticity, commercral .
forecast, mdustrxal trending, peak demand forecast.

MDPU 19494; Phase II; Boston Edison Company Constructxon ‘Program; Massachusetts .

Attorney. General; Apnl 1 1979

" Review of numerous aspects of the 1978 demand forecasts of nine New England electric

utilities, constituting 92% of projected regional demand growth, and of the NEPOOL

- demand forecast Joint testxmony with 'S.C. Geller

MDPU 19494 Phase II; Boston Bdrson Company Construction Program, Massachusetts

Attorney General; April 1, 1979.

ARehabxllty capac1ty plannmg, capability responsrbxllty allocation, customer generation, co-

generation rates, reserve margins, operatmg reserve allocatlon Joint testlmony with S.
Finger.

Atomic Safety and Licensing Board, Nuclear Regulatory Commission 50-471; Pilgrim Unit
: 2 Boston Edison Company, Commonwealth .of Massachuse-ttS' June 29, 19795. :

' Rewew of the Oak Ridge National Laboratory and NEPOOL demand forecast models;
cost-effectiveness of oil dtsplacement nuclear economics. Joint testimony w1th SC: :

Geller

MDPU 19845; Boston Edison Trme-of Use Rate Case; Massachusetts Attomey General
December 4, 1979 : .

Critique of utlhty marglnal cost study and proposed rates; prmcrples of marginal cost
principles, cost derivation, and rate design; options for reconciling costs and revenues.

. Joint testimony with S.C. Geller. Testimdny eventually withdrawn due to-delay in case.
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11,

12.

13.

14;

Paul L. Chermck .

MDPU 20055; Petition of Eastern Utilities Associates,” New Bedford G. & E, and
Fitchburg G.& E. to purchase additional shares of Seabrook Nuclear.Plant; Massachusetts

Attorney General; January 23, 1980.

Review of demand forecasts of three utilities purchasing Seabrook shares; Seabrook
power costs, including construction cost, completion date, capacity factor, O&M

' expenses, interim replacements reserves and uncertainties; alternative energy sources,

including conservatxon, cogeneration, rate reform, solar, wood and coal conversion.

| MDPU 23248 Petition of MMWEC to Purchase Additional Share of Seabrook Nuclear

Plant Massachusetts. Attorney General; June 2, 1980.

Nuc‘lear power costs;- update and extension of MDPU 20055 testimony

- 'MDPU 200; Massachusetts Electnc Company Rate Case Massachusetts Attomey
. General; June 16, 1980 '

"~ Rate design; dechmng blocks, ptomotlonal rates, alternative energy, demand charges

demand ratchets conservation: master met,enng, storage heatmg, efﬁcxency standards,
restnctmg resistance heating. ’

MEFSC 79-33; Eastern Utilities Assocxates 1979 Forecast  Massachusetts Attorney
General July 16 1980

Customer prolectlons consistency issues, apphance efﬁcxency, new apphance types
commerc:al specifications, xndustnal data manipulation and trendmg, sales and resale.

MDPU 243; Eastern deson Company Rate Case; Massachusetts Attorney General
August. 19, .1980. - :

'Rate design: declmmg blocks, promotxonal rates, alternatxve energy, master metermg

Texas PUC 3298; Gulf States Utllltles Rate Case; East Texas Legal Semces, August 25,
1980.

Inter-class” revenue allocations, including production plant in-service, O&M, CWIP,

nuclear fuel 'in progress, amortization of cancelled plant residential rate desigh; -

mterruptlble rates; off-peak rates. Jomt testxmony with M.B. Meyer.
]

MEFSC 79-1; Massachusetts Mumcxpal Wholecale Electric Company Forecast;

'Massachusetts Attomey General; November 5, 1980.

Cost comparison methodology; nuclear cost estimates; cost of conservation, cogeneration,

and sola,
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-16.

17.

18

19

©20.
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MDPU 472; Recovcry of Residential Conservation Scrwcc Expcnscs Massachusetts_
Attorney Gcneral December 12, 1980.

~Conservatxon as an energy source; advantages of pcr-kwh allocation over pcr-customer-

month allocatxon

MDPU 535; Regulatlons to Cany Out Sectxon 210 of PURPA, Massachusctts Attorney

- General; Jariuary 26, 1981 and February 13, 1981.

Fllmg requirements, ce'rtiﬁcation, quahfymg facility (QF) status, extent of coverage, review
of contracts; energy rates; capacity rates; extra benefits of QFs in specific areas; wheeling;

standardization of fees and charges.

~MEFSC 80-17; Northeast Utilities 1980 Forecast Massachusetts Attomey Gencral March
- 12, 1981 (not prcsented) :

Specxﬁcatxon process employment, electric hcatmg promotxon and - pcnctratlon,

- commercial sales model, industrial model specification, documcntatxon of pncc forecasts

and wholesale forccast

MDPU 558; Western Massachusetts Electric Company Rate Case; Massachusetts .
Attorney General; May, 1981

Rate demgn mcludmg dcclmmg blocks, margmal cost conscrvatlon impacts,- and

promotional rates. Conservation, including terms and conditions limiting renewable,
cogeneration, small power production; scope of current conservation program; efficient
insulation levels; additional conservation opportunltxes

MDPU 1048 Boston Edison Plant Performance Standards Massachusetts Attomey‘
General; May 7, 1982.  ° :

Cnthuc of company approach, data, and statistical analysis; description of compasative
and absolute approaches to standard-settmg, proposals for - standards and reportlng
reqmrements -

DCPSC'FC785; Potomac Electric Power Rate Case; DC People’s Counsol; July 29, 1982.

‘Inter-class revenue aIlooattons including generatlon, transmission, and distribution plant

classification; fuel and O&M classification; distribution and service allocators. Margmal

E cost estimation; including ]osses :
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22..

. 23,

24.

26.

27.
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NHPUC DE1-312; Publlc Service of New Hampslnre Supply and Demand Conservation
Law Foundation, ef al; October 8, 1982

Conservation program design, ratemaking, and effectiveness. Cost of power from
Seabrook nuclear plant, including construction cost and duratlon capacrty factor, O&M,

. replacements insurance, and decommlssronlng

Massachusetts Division of Insurance; Hearmg to Fix and Establish 1983 Automobrle
Insurance Rates Massachusetts Attorney General; October, 1982.

Profit margin calculations, including methodology, interest rates, surplus flow, tax flows, -

tax rates, and risk premlum

Tliinois Commerce Commissicr 82- 0026; Commonwealth Edtson Rate Case Dlinois N

-Attorney General October 15, 1982

Review of Cost- Beneﬁt Analysis for nuclear plant Nuclear cost parameters (construction
- cost, O&M, capital additions, useful lxlce, capacxty factor), risks, discount rates, evaluatlon

techniques.

: New Mexico Public Service Commission 1794 Public Service of New Mextco Application

for Certification; New Memco Attorney General May 10 1983.
Rewew of Cost Benefit Analyms for transmission line. Review of electrtcrty price
forecast, nuclear capacity factors, load forecast. Critique of company ratemaking

proposals; development of altemative ratemaking proposal.

Connecticut Public Utility Control Authority 830301; United Illummatmg Rate Case;

- Connecticut Consumers Counsel Jupe 17, 1983.

Cost of Seabrook nuclear power plants, including construction cost and duration, capacity
-factor, O&M, capital additions, insurance and decommlssromng

MDPU 1509; ‘Boston deson Plant Performance Standards Massachusetts Attorney

‘General July 15, 1983.

Critique of company approach and’ statistical analysis; regression' model of nuclear

capacity Eactor~ proposals for standards .and for standard-setting methodologies. -
LI .

Massachusetts Division of Insurance Hearing to Fix and. Establtsh 1984 Automobile
Insurance Rates; Massachusetts Attorney General;. October, 1983,

Profit margin calculations, including methodology, interest rates.
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.31,

32.

33,
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Connecticut Pubhc Utility .Control Authortty 83-07-15; Connecticut nght and Power

- Rate Case Alloy Foundry; October 3, 1983.

Industrial rate design. Marginal and embedded costs; classification of generation,
transmlssnon and distribution expenses; demand versus energy charges.’

MEFSC 83-24; New England Electnc System Forecast of Electric Resources and
Requirements; Massachusetts Attorney General; November 14, 1983, Rebuttal, February

’2 1984.

Need for transmrssxon line. Status of supply plan, espécially Seabrook 2. Review of
interconnection requirements. Analyms of cost-eﬁfectrveness for power transfer, line

lossec generatxon assumptnons

chhrgav PSC U 7775 Detroxt Edison Fuel Cost Recovery Plan, Pubhc Interest Research A

'Group ir Michigan; February 21, 1984,

Review of. proposed performance target for new nuclear power plant. Formulatxon of
alternative proposals

MDPU 84-25; Western Massachusetts Electrxc Company Rate Case Massachusetts

'Attornev General; Apnl 6, 1984.

Need for Mrllstone 3 Cost of completlng and operating umt cost-effectiveness compared

to alternatives, and its effect on rates. Equity and incentive problems created by CWIP.

Design o Millstone 3 phase-in proposals to prot:.ct ratepayers: limitation of base-rate
treatmem .to fuel savings benefit ‘of uniL

MDPU %449 and 84-50 Fltchburg 'Gés & Electric Fmancmg Case; Massachusetts .
Attorney -3eneral; April 13, 1984 )

" Cost of - smpleting and operatmg Seabrook nuc]ear units. Probabxhty of completing

Seabrool. 2. Recommendatlons regarding FG&E and MDPU actions with respect to

) SeabrooL

‘Mlchxgar PSC U- 7785; Cousumers Power Fuel Cost Recovery Plan ‘Public Interest
" Researct Sroup in Mlchlgan April 16, 1984.

Review : : proposed performance targets for two existing and two new nuclear -power .

plants. - rmulation of alternative policy.
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34.

35.

36.

37.

38.

- 39,

Paul L. Chemzck

FERC ER81-749-000 and ER82-325- OOO Montaup Electric Rate Cases; Massachusetts -
AttOmey General; April 27, 1984.

Prudence of Montaup and Boston Edison,in decisions regarding Pilgrim 2 construction:
Montaup’s decision to participate, the Utilities’ failure to review their earlier analyses and
assumptions, Montaup’s failure to questxon Edison’s decmlons, and the utilities’ delay in

cancelmg ‘the umt

‘Maine PUC 84-113; Seabrook 1 Investxgatlon Mame Publxc Advocate; September 13,

1984

Cost .of completing and 'operating Seabrook Unit 1. Probability of completing Seabcook '
- 1. Comparison of Seabrook to alternatives. Rate effects. Recommendations regardmg

utxhty and PUC actions w1th respect to Seabrook. .

MDPU 84-14’5 Fxtchburg Gas and E}ectnc Rate Case Massachusetts Attorney General
I‘Jove'nber 6, 1984. : :

Prudence of Fxtchburg and Public Servxce of New Hampshlre in decision regardmg‘
Seabrook 2 construction: FGE’s decision to participate, the utilities’ failure to review
their earlier analyses and assumptions, FGE’s failure to question PSNH’s decisions, and
utilities” delay in halting construction and canceling the unit. " Review of literature, cost
and schedule estimate hxstones cost- beneﬁt analyses and fi nancxa] feasibility. -

Pennsylvama PUC R-842651; Pennsylvama Power and nght Rate Case Pennsylvama
Consumer Advocate; November, 1984.

. ’ : . ) Py
Need for Susquehanna 2. Cost of operating unit, power output, cost-effectiveness
compared to alternatives, and its effect on rates. Design of phase-in and excess capacity
proposals to protect ratepayers: limitation of base-rate treatment to fuel savings benefit

of unit.

NHPUC 84-200 Seabrook Umt 1 Investxgatnon New Hampshlre Pubhc Advocate;
November 15, 1984. :

Cost of completmg and operatmg Seabrook Unlt 1. Probabxllty of comp]etmg Seabrook
1. Comparison of Seabrook to alternatxves Rate and financial effects ’

Massachusetts Division of- Insurance Hearing to Fix and Estabhsh 1985 Automobxle:

Insurance Rates; Massachusetts Attorney General; November, 1984

Proﬁt margm calculatlons, mcludmg methodology and lmplementatxon.

- 14 -
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43,

45. -

a1

Paul L. Chemt'ck

-MDPU 84-152; Seabrook Unit 1 Investtgatlon Massachusetts Attorney General

December ‘12, 1984.

Cost of completing and operating Seabrook. Probability of completmg Seabrook 1.
Seabrook capacity factors.

Maine PUC 84-120; Central Mame Power Rate Case Maine PUC Staff; December 11,

1984,

Prudence of Central Maine Power and Boston Edison in decisions regardmg Pilgrim 2
construction: CMP’s decision to' participate, the utilities’ failure to review their earlier
analyses and assumptions, CMP’s failure to questlon Edison’s decisions, and the utilities’
delay in canceling the unit. Prudence of CMP in the planning and investment in Sears
Island nuclear and coal plants. Review of literature, cost: and schedule ectrmate histories,

cost-benefit analyses and financial" feasnblllty

. 'Mame PUC 84 113; Seabrook 2 Investlgatlon Mame PUC Staff December 14 1984,

Prudence of Maine utilities and Public Service of New Hampshire in .decmons regarding

‘Seabrook 2 construction: decisions to participate and to increase ownership share, the

utilities’ ‘failure to review their earlier analyses and assumptions, failure to question
PSNH’s decisions, and the utilities” delay in halting construction and canceling the unit.

. Review_of literature, cost and schedule estxmate histories, cost- benef t analyses and
" financial feasxblllty : ~ .

MDPU 1627; Massachusetts Mumcxpal Wholesale Electric Company Fxnancxng Case;
Massachusetts Executive Office of Energy Resources; January 14, 1985. ~

Cost of completing and operating Seabrook nuclear unit 1. Cost of conservatlon and
other alternatives to completing Seabrook. Comparison of Seabrook to alternatives.

Vermont PSB 4936 Millstone 3; Costs and In—Servlce Date Vermont Department of

. Public Service; January 21, 1985.
. Constructlon schedule and cost of completing.Mlllstone Unit 3.

. MDPU 84-276; Rules Governing Rates for Utility Purchases of Power from Qualifying

Facilities; Massachusetts Attorney General ‘March 25, 1985 and October 18, 1985.

'Instttutronal and technological advantages of Qualifying Facilities. Potentlal for QF

development. Goals of QF rate design.- Parity with other power sources. "Security
requirements: Projecting avoided costs. Capacrty credits.  Pricing optrons Lme loss.
correctlons :

-15 -




47.

49.

50.

51.

ot

Paul L. Chernick

MDPU 85- 121; Investigation of the Readmg Mumcrpal Light Department Wilmington
(MA) Chamber of Commerce; November 12, 1985.

Calculation on raturn on investment for mumcxpal utility. Treatment of depreciation and -
debt for ratemahing. Geographical discrimination in streetlighting rates. Relative size
of voluntary payments to Readmg and other towns. Surplus and dis1nvestment Revenue
allocation :

Massachusetts Division of Insurance Hearmg to Fix and Establish 1986 Automobile
Insurance Rates; Massachusetts Attorney General and State Rating Bureau, November,

1985.

Prof t margm calt ulations, including methodology, implementation, modelmg of investment
balances 1ncome, and return to shareholders .

‘New Mexico Pubuc Service Commxssxon 1833 Phase II; El Paso Electric Rate Case New

Mexico Attomev General; December 23, 1985.

.Nuclear decomm.issioning fund design. Internal and.external funds; risk and return; fund

accumulation, recommendations. Interim performance standard for Palo Verde nuclear
plant.

. Pennsylvama PUC R-850152; Philadelphia Electric Rate Case Utility Users Committee
and University ¢ Pennsylvania; January. 14, 1986 _

Limerick 1 rate «ffects. Capacity benefits, fuel savings, operating costs, capacity factors,
and net benefits to ratepayers. L esign of phase-in proposals.

MDPU 85-270; Western Massachusetts Electric Rate Case; Massachusetts Attorney _
General; March 19, 1986 ‘

Prudence of l\'ortheast Utilities in generation planni‘ng' related to Millstone 3

~construction: dccisions to start and continue construction, failure to reduce ownership
share, failure to pursue alternatives. Review.of mdustry literature, cost and schedule
 histories, and re’ 1ospective cost-benefit analyses : :

Pennsylvania P1'C" R-850290; Philadelphia- Electric Auxiliary Service Rates; Albert
Einstein Medical Center, University of Pe'nnsylvania and 'AMTRAK; March '24, 1986.

Review of utility proposals for supplementary and backup rates for small power producers -

and cogenerators. Load diversity, cost of peaking capacity, value of generation, pnce
signals,’ and incentives. Formulation of alternative supplementary rate.. '

- 16 -




52

53.

54,

55.

56.

57.

Paul L. Chernick

" New Mexico Public Service Commission 2004, Public Servnce of New Mexreo, Palo Verde
Issues New Mcxxco Attorney General May 7, 1986. :

Recommendations for Power Plant Performance Standards for Palo Verde nuclear units
1, 2, and 3.

Tllinois- Commerce Comimission 86-0325; Iowa-lllinois Gas and Electric Co. Rate *

- Investigation; Illinois Office of Public Counsel; August 13, 1986.

Determination of excess capacity .based on reliability and economic concerns.

Identification of specific-units associated with excess capacity. Required reserve margins.

‘New Mexico .Public Service Commission 2009; El Paso Electric Rate Moderation

Program; New Mexico Attorney General August 18, 1986. (Not presented)

Prudence of EPE in generatlon plannmg related ‘tc Palo Verde nuclear constructlon :
including failure to reduce ownership share and failure to pursue alternatives. Review

. of industry literature, cost and schedule histories, and retrospectlve cost- beneﬁt analyses

Recommendatlon for rate-base treatment; proposal of power plant performance standards.

City of Boston, Public Improvements Commlssron, Transfer of Boston Edison District

.Heating . Steam System to Boston Thermal Corporation; Boston - - Housing Authorrty,

December 18, 1986

Hxstory and economics of steam system; possible motives of Boston Edison in seeking
sale; problems facing Boston. Thermal; information and assurances required prior to
Commlssmn approval of transfer.

Massachusetts Division of Insurance; Hearing to Fix and Establish 1987 Automobile
Insurance Rates; Massachusetts Attorney General and State Ratmg Bureau; Deoember

" 1986 and January 1987.

- Profit margin calculations including methodology, implementatjon, derivation of cashflows, -

mstallment income, income tax status, and. return to shareholders.

MDPU 87-19; Petrtxon for Adjudication of Development Facrlrtatxon Program; Hull (MA)
Municipal Light Plant; January 21, 1987.:

LI . :
Estlmatlon of ‘potential load growth “cost of generatlon transmtssron ‘and- drstrlbutxon
additions. - Determination” of hook-up charges. Development of resrdentral load
estimtation procedure reflecting appllance ownershlp, dwelling 51ze ‘
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58.

59.

61.

62. "

63.

Bie

. Paul L Chernick:

New Mexico Public Service Commission é004; Public_Service of New Mexico Nuclear

'Decommissioning Fund; New Mexico Attorney General; February 19, 1987.

Decommissioning cost and likely operating life of nuclear plants. Review of utility

funding proposal. Deve]opment of alternative proposal. Ratemaking treatment.

. MDPU 86-280; Western Massachusetts Electnc Rate Case; Massachusetts Energy Office;
~ March 9, 1987. . : .

Margmal cost rate design issues. Superiority of long-run marginal cost over short-run.
marginal cost as basis for rate design. Relationship of consumer reaction, utility planning
process, and regulatory structure to rate design approach. Implementation of short-run
and long run rate desrgns Demand versus energy charges economic development rates,

spot pncmg

Massachusetts Drvrsron of Insurance 87-9; 1987 Workers Compensatxon Rate Fﬂmo State:
Ratmg Bureau; May 1987. o A : o

"Profit margin calculations, including methodolog}}, implementation, surplus requirements,

investment income and effects of 1986 Tax Reform Act.

Texas PUC 6184 Economic Vlabthty of South Texas Nuclear Plant #2; Commxttee for
Consumer Rate Relief; August 17, 1987 :

STNP operatmg parameter prOJectrons, capacxty factor, O&M, capital additions,

decommissioning, useful life. STNP 2 cost and schedule projections. Potential for
conservation. : : '

anesota PUCER-015/GR-87-223; Minnesota Power Rate Case Minnesota Department

" of Public Service; August 17, 1987."

Excess capacity on MP system; historical, current, and projected. - Review of MP planning.

_ prudence: prior to and during excess; efforts to sell capacity. - Cost of excess capacxty'
 Recommendations -for ratemakmg treatment. -

Massachusetts Dmsxon of Insurance 87- 27; 1988 Automobile Insurance Ratds
Massachusetts Attomey General and State Rating Bureau September 2, 1987. Rebuttal
October 8, 1987

%

- Underwrrtrng profit margms Effect of 1986 Tax Reform Act Bxases in’ caléulation of
_ average margins.

- 18 -
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67.

69. -

Paul L. Chemtck

MDPU 88-19; Power Sales Contract from Rrversxde Steam and Electric to Western
Massachusetts Electric; Rrvermde Steam dnd Electrlc November 4 1987. :

Comparison of risk from QF contract and utility avoided cost sources. Rrsk of oil
dependence. Discounting cash flows to reflect nsk.

: Massachusetts Drvxsmn of Insurance 87- 53 1987 Workem Compensatron Rate Refiling;

State Ratmg Bureau December 14 1987.

Pr_oﬁt margin calculatrons, including updating of data, compliance with Commissioner’s
order, treatment of surplus and risk, interest rate calculation, and investment tax rate

calculation.

Massachusetts Division of Insurance; .1987 and 1988 Automobile Insura- ce Remand -

' ‘Rates; Massachusetts Attorney General and State Rating Bureau; February 5, 1988

o

Underwrrtmg proﬁt margins.  Provisions for income taxes on finance charges

- Relationships between allowed and achieved margins, between statewide and nationwide

data, and between profit allowances and cost projections.

Massachusetts Department of Public Utrlrtles 86-36; Investrgatron into the Pricing and’ :

Ratemaking Treatment to be Afforded New Electric Generating Facilities which are not

Quahfymg Facilities; Conservatron Law Foundatron, May 2 1988,

Cost recovery for utlhty conservatlon programs. Compensatmg for lost revenues. Utrhty
incentive structures. :

Massachusetts Department of Public Utilities 88-123; Petition of Riverside Steam &
Electric Company; Riverside Steam and Electrlc Company, May 18, 1988, and November
8, 1988. :

Estimation of avoided costs of Westérn Massachusetts Electric Compary. . Nuclear
capacity factor projections and effects on avoided costs. Avoided cost of energy
mterchange and power plant life extensions. Differences between median and expected
oil prices. Salvage value of cogeneration facility. Off-system energy purchase proyectxons
Reconciliation of avoided cost proyectlon

- Massachusetts Department of Public Utilities 88-67; Boston Gas Company, Boston
‘Housing Authorrty, June 17, 1988. ‘ . )

iEstrmatron of anriual avoidable costs, 1988 to 2005, and “levelized avoided costs:

Determination of cost recovery and carrying costs for conservation investments.
Standards for assessing conservation cost-effectiveness.. Evaluation of cost—effectlveness
of utility funding of proposed natural gas conservation measures.
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73.

74. .

75.

i

Paul L. Chernick

Rhode Island Public Utility Commxssxon Docket 1900; Providence Water Supply Board

" Tariff Filing; Conservation Law Foundation,” Audubon Society of Rhode Island and

League of Women Voters of Rhode Island; June 24, 1988,

Estimation of avoidable water supply costs. Determination of costs of water conservation.

_Conservation- cost-benefit analysis.

Massachusetts Division of. “Insurance 88-22: 1989 Automohile "Insurano.e Rates; .

- Massachusetts Attorney General and State Rating Bureau; Profit Issues August 12, 1988,

supplemented August 19, 1988; Losses and Expenses September 16, 1988.

Underwntmg profit margins. Effects of 1986 Tax Reform Act. Taxation of common
stocks. Lag in tax payments, Modeling risk and return over time. Treatment. of finance
charges. Companson of prolected and achieved investment returns.

" Vermont Pubhc Servrce Board Docket No 5270 Module 6; Investrgation into' Least: -
~.Cost Investments, Energy Efficiency, Conservation, and the Management of Demand for .
Energy; Conservation Law Foundation, Vermont Natural Resources Councrl and

Vermont Public Interest Research Group, September 26, 1988.

Cost recovery for utility conservation programs. Compensation of utilities for revenue
losses and timing differences. IncéntiVe for utility participation. ~

Vermont House of Representatxves Natural Resources Committee; House Act 130'
"Economic Analysis of Vermont Yankee Retirement" Vermont Public Interest Research

Group, February 21, 1989.

Projection of capacity factors, operatlng and maintenance expense, capital addltions,
overhead, replacement power costs, and net costs of Vermont Yankee.

MDPU 88-67 Phase IT; Boston Gas Company Conservatxon Program and Rate Desrgn, .

- Boston Gas Company; March 6, 1989.

,Estimation of avoided gas cost treatment of non- -price factors; estlmation of externahtres
) 1dentrf cation of cost-effectrve conservation. .

Vermont Public Service Board Docket No. 5270; 'Sta,tus Conference on Conservation and-
Load Management Policy Settlement; Central Vermont Public Service, Conservation Law

" Foundation, Vermont Natural Resourcés Council, Vermont: Pubhc Interest Research L
Group, and Vermont Department of Public Service; May 1, 1989.

iCost-beneﬁt test for utility conservatron programs. Role of externahtres. Cost recovery

concepts. and mechanisms.  Resource allocations, cost -allocations, and equity
considerations. ~ Guidelines for conservation preapproval mechanisms. Incentive
mechanisms and recovery of lost revenues.
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76.

77.

78.

79.

80.

Paui L. Chernick
Boston ‘Housing Authority Court 05099; Gallivan Boulevard Task Force vs. Boston
Housing Authority‘, et al.; Boston Housing Authority; June 16, 1989.

Effect of master-metering on consumption of natural gas and electrrcrty Leglslatrve and
regulatory mandates regardmg conservation. :

MDPU 89-100; Boston Edlson Rate Case; Massachusetts Energy. Ofﬁce, June 30 1989.

Prudence of BECos decision of spend $400 million from 1986-88 on returning the
Pllgnm nuclear power plant to service. Projections of nuclear capacity factors, O&M,

. capital additions, and overhead. Review of decommissioning cost, tax effect of
abandonment, replacement power cost, and plant useful life éstimates. Requirements for

prudence and used and-useful analyses

MDPU 88 123 Petition of Riverside Steam and. Electric Q’)mpany, Rlversrde Steam’ and

Electric; Jny 24, 1989. Rebuttal, October 3 1989.

Reasonableness of Northeast Utilities” 1987 avoided cost estimates.  Projections of. -
nuclear capacity factors, economy purchases, and power plant operating life.. Treatment

of avoidable energy and capacrty costs and of off-system sales. Expected versus reference
fuel pnces

‘MDPU 89 72, Statewrde Towmg ~ Association, Police-Ordered Towmg Rates :

Massachusetts Automobile Rating Bureau; September 13, 1989.

Review of study supporting proposed increase in towing rates. Critique of study sample

- and methodology. Comparison to competitive rates. Supply of towing services. Effects

of joint products and joint sales on profitability of pohce-ordered towing. Joint testxmony
with . Goodman.

Vermont Public Semee ‘Board Docket 5330 Applrcatxon of Vermont Utilities for
Approval of a-Firm Power and Energy Contract with Hydro-Quebec; Conservation Law

Foundation, ' Vermont Natural ‘Réesources Council, Vermont Public Interest Research

Group; December 19, 1989 Surrebuttal February. 6, 1950.

- Analysis of a proposed 450-MW, 20 year purchase of Hydro-Quebec power
. by twenty-four Vermont utilities. Comparison to efficiency investment in Vermont,
' including potential for efficiency ‘savings! Analysis of Vermont electric energy supply

Identifi catlon of possrble improvements to proposed contract.

; Critique of conservation potential analysrs. Plannmg rzsk of large supply additions.

Valuation of environmental externalities.
5
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81.

82.

83.

- 85.

Paul L. Chernick

MDPU 84-239; Inelusion of Externalities in Energy Supply Planning, Acquisition and

. Dispatch for Massachusetts Utilities; December, 1989; April, 1990; May, 1990,

Critique of Division of Energy Resources report on externalities. - Methodology for
evaluating external costs. Proposed values for environmental and economic externalities

of fuei supply and use.

California Public Utilities Commlssmn, Incorporatnon of Environmental Externalities i in -

“Utility Plzaning and Pricing; Coalmon of Energy Efficient and Renewablc Technologxes
.February <1, 1990. .

Approackzs for valuing externalities for inclusion in setting power purchase rates. Effect.

of uncem"nty on assessing cxtemality values.

Illinois - C‘ ommerce Commission Docket 90-0038; Proceedmg to Adopt a Least :Zost -
Electric Fnergy Plan for .Commonwealth Edison Company; City of Chicago; May 5,
1990. Joint rebuttal testlrnony with Davnd err August 14, 1990. .

Problems ‘n Commonwealth Edison’s approach to demand-side management. Potential -
for cost-cfective conservation. Valuing externalities in least-cost planning.

Maryland Pubiic Service ‘Commission Case No. 8278; Adequacy of Baltimore Gas &
Electric’s Antegrated Resourcc Plan; Maryland Office of People s Counsel; September 28, .

- 1990.

Rationale for demand-side management, and BG&E'’s problems in approach to DM
planning.  Potential for cost-effective conservation. Valuation of environmental
externaliiies. Recommendations for short-term DSM program priorities.

Indiana, Utility Regulatory Comfnission; Integfated Resource Planning Docket; Indizna -

Office of Utility Consumer Counselor; November 1, 1990.

,'Integrated resource. planning process and- methodology, . including externalities and

screening tools. Incentives, screening, and evaluation of .demand-side managemc‘ntA
Potentla. of resource bxddmg in Indiana.

. 'MDPU Dockets 89-141, 90-73, 90-141, 90- 19'4 and 90-270; Preliminary Review of Utility} '
Treatment of Environmental Externalities in- October QF Filings; Boston Gas Compzmy,

: November 5, 1990. _ A\

Generic and specific problems in Massachusetts utilities’ RFPs with regard to externality
* valuation requirements. Recommendations for corrections.

.‘;'7_2_



8.

89.

91.

Paul L. Chernick -

MEFSC 90-12/90-12A; Adequacy of Boston Edison Proposal to Build Combined- Cycle

" Plant; Conservation Law Foundation; December 14, 1990

Problems in Boston desons treatment of demand- sxde management, supply option
analysis, and resource planmng Recommendations of mitigation options.

Maine PUC Bocket No. 90- 286; Adequacy of Conservatlou Program of Bangor Hydro.

Electric; Penobscot River Coalition; February 19, 1991,

Role of utility-sponsored DSM in least-cost planmng "Bangor Hydro’s potential for cost-
. effective conservation. Problems with Bangor Hydros assumptions about customer'

investment in energy efficiency measures.

: Commonwealth of Virginia State Corporatron Commtssron Case No. PUE90007O Order
Establishing Commrss1on Investrgatlon, Southern Environmental Law Center, March 6 -

' 1991

‘Role of utilities in’ promoting ehergy efﬁcierxcy Least-cost. planning objectisres of and
‘resource acquisition  guidelines for DSM. . Ratemaking considerations for. DSM

investments.

Massachusetts DPU Docket. No. 90-261-A; Economics and Role of Fuel- -Switching in the

'DSM Program of the Massachusetts Electric Company, Boston Gas C‘ompany, April 17,

1991r

Role of fuel-switching in utility DSM programs and specifically in Massachusetts
Electric’s. Establishing comparable avoided costs and comparison of electric and gas
system costs. Updated externality values : :

Commonwealth of Massachusetts; Massachusetts Refusetech Contractual Request for

: Adjustment to Service Fee; Massachusetts Refusetech May 13, 1991.

NEPCo rates for power purchases from the NESWC plant Fuel price and av01ded cost -

pro;ecnons Vs. realltles :

Vermont PSB Docket No. 5491; Cost-EffectiveneSS of Central Vermont’s Commitment

to Hydro Quebec Purchases; Conservation Law Foundation; July 19, 1991.

Changes in load forecasts and.resale markets since approval of HQ _purchases. Effect
of HQ purchase on DSM. : -
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94..

95. -

96.

97.

98.

Paul L, Chemick .

e South Carolina Public Service Commission Docket No. 91-216-E; Cost Recovery of Duke

Power’s DSM Expenditures; South Carolina Department of Consumer Affairs; September
13, 1991. Surrebuttal October 2, 1991.

Problems with conservation plans of Duke Power including load bmldmg, cream

- skimming, and mappropnate rate desrgns

Maryland Public Service Commission Case No. 8241, Phase II; Revrew of Baltimore Gas
& Electncs Avoided Costs Maryland Ofﬁce of People’s Counsel; September 19, 1991.

-Development of 'dxrect avoided costs for DSM. Problems with BG&E's avoided costs and

DSM screening. Incorporation of environmental externalities.

Puclcsport Planmng Board; AES/Hamman Cove Shoreland Zonmg Applxcatron

i Conséervation Law Foundatlon and Natural Resources Councxl of Maine; October 1, 1991

New England s power surplus Costs of bnngmg AES/Hamman Cove on’ lme to back
out exxstmg generation. Alternatives to AES. .

' Massachusetts DPU Docket No. 91-131; Update of E.xternalxtres Values Adopted in

Docket 89-239; Boston Gas Company, October 4, 1991. Rebuttal December 13, 1991.

Updates on pollutant externality values. Addition of values for chlorofluorocarbrons air

- toxics, -thermal pollution, and oil 1mport premium. Review of state regulatory actrons

2t

regarding externalities.

Florida PSC Docket No. 910759; Petition of Floridla Power Corporation for
Determination of Need for Proposed Electrical Power Plant and Related Facilities;
Floridians for Responsible Utility Growth; October 21, 1991. '

' Florida Power’s obligation to pursue integrated resonrce planning and failure to establish '
- need for proposed facility. Methods to increase scope and scale of .demand-side

mvestment

Florida PSC Docicet No. 910833-EI; Petition of - Tampa Electric Company for a -
Determination of Need for Proposed Electrical Power Plant and Related Facilities;

~Florrdrans for Responsible Utrllty Growth; October 31, 1991.

Tampa Electric’s obligation to pursue lntegrated resource planning and failure to establrsh:

. need for proposed fac1lrty Methods to increase- scope and scale of’ demand-snde'

mvestment
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101.

102.

103.

Paul L. Chernick

Pennsy]vama PUC Dockets I- 900005 R-901880; Investrgatlon into Demand Sldc Management' '
by Electrrc Utilities; Pennsylvania Energy Office; J anuary 10, 1992. '

‘Appropnate cost recovery mechanism for Pennsylvama utilities. Purpose and scope of direct

cost recovery, lost revenue recovery, and incentives.

South Carolina PSC Docket No.'~91-.606-E’; Petition of South Carolina Electric and Gas for ;
a-Certificate of-Public Convenience and Necessity for a Coal-Fired Plant; South Carolina . -

Department of Consumer Affairs; January 20, 1992.

Justlﬁcatlon of plant certlt“ cation under mtegrated resource planning. Failures in SCE&G’s
DSM plannizg and company potential for demand-side savings.

: Massachusetts DPU Docket No. 9? 92; Adequacy of Boston Edison’s Streethghtmg Optrons
- Town of Lemngton June 22, 1992. ,

Efﬁc1ency and quahty of streetlighting options. Boston Edison’s treatment of high-quality

streetlighting: ~ Corrected rate proposal for ‘the Daylux "lamp. anership of public

: streethghtm 18

South Carolvna PSC Docket No. 92-208-E; Integrated Resource Plan of Duke Power

Company, Qouth Carolina Department of Consumer Affairs; August 4, 1992.

Problems w,th Duke P0wers DSM screening process, estlmatlon of avoided cost, DSM

- program des:gn, and integration of demand-side and supply- -side planning.

North Carolina Utilities Commission Docket No. E-100, Sub 64; Integrated Resource
Planning Dccket; Southern Erxvironmental Law Center; September* 29, 1992.

General prisciples of integrated resource planning, DSM screening, and program design.
Review of th:e IRP’s of Duke Power Company, Carolina Power & nght Company, and North
Carolina Power. r
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. Aﬁéchnient 2: Comparison of the Cost of the Warrior Run Contract
to Levelized APS Avoided Costs for DSM

Sum of
: i Warrior Run . . avolded
) ' . Annual cost Avoided Avoided Avoided " Avoided -energy,
) to APS energy capaclty energy capacity . capacity
$107°6 c/kwh $/kW $10°6 %1076 $10°6
1 (2] (3] B : (5] {6]
1993 : :
1994
1995 . . )
0 1996 $22.20 . $0.73 . $17.80 $8.08 . $3.20 $11.29
1 1997 .$90,20 Tos2.91 ) $71.21 L $32.83 ) $12.82 - $4514
2 1998 . $92.30 i $2.91 - $§71.21, . -$32.83 - $12.82 T - $45.14
3 1999 $95.00 . %291 $71.21 . $32.33 $1282 . $45.14
4 2000 $97.70 - $2.91 $71.21 $32.33 $12.82 $45.14
5 2001 $100.10 $291 -$71.21 . $32,33 $12.82 . $45.14
6 2002 $102.70 2 $2,91 : $71.21 $32.33 $12.82 - $45.14
7 2003 $105.10 - $2.91 $71.21 $32.33 $12.82 $45.14
8 - 2004 $10780 - $2.91 . . sT.2t : $32.33 $12,82° $45.1~,
<9 2005 - $11060 $2.91 B TA R $32.83. $12.82 $45.14
10 2006 © . $11350 - . $2.91 $71.21 . $32.33 $12.82 $45.14
J11 2007 T 0 $116.70 - s2.91 I 74 -3 < 832.83 $12.82°. $45.14
12 2008 - $119.80 - os291 . - 87121 $32.33 . . $12.82 . $45.14
13 2009 " $122.80 $2.91 RS YA T N $32.33". s1282 $45.14
14 2010 $126.20° $2.91 $71.21 7 $32.33 $12.82 . $45.14
18 2011 - $12060 - $291 $71.21 $32.33 $12.82- - %4514
16 . 2012 -$133.10 $2.91 $71,21 $32.33 $12.82 S $45.14
17 . 2013 . $136.60 $2.91 $71.21 $32.33 $12.82 $45.14
18 2014 $140.30 $2.91 - $71.21 $32.33 $12.82 ° . $45.14
19 2015 $144,00 $2.91 Y4 B3 $32.33 $12.82 T $45.14
20 2016 $147.90 . $2.91 Co§71.21 $3233 - $12.82 $45.14
21 2017 $152.00 - o 8291 L2 $32.33 $1282 . $45.14
22° . 2018 $156.00 - . $291 $71.21 $3233 - - $1282 © $45.14
23 .- 2019 $160.20 $2.91 $71.21 $32.33 - $12.82 - $4514
24 © 2020 $164.50" $2.91 $71.21 $32.33 . " $12.82 $45.14
25 2021 $169.10 $2.91 $71.21 $32.33 ’ $12.82 $45.14
26 2022 $173.60 $2.91 $71.21 $32.33 $12.82 - $45.14
- 2023 $178.30 L s2.91 $71.21 $32.33 $12.82 $45.14
1 2024 $183.10 $291 . $71.21 $32.33 $12.82 $45.14
. 2025 $198,10 - . $2.91 $71.21 . $32.33 $12.82 $45.14
3 2028 $183.20 . $2.91 . $71.21 '$32.33 - $12.82 . $45.14
Discount rate: o 11.2% o . o ) ..
PV(1933$) $712.61 - $18.64 . $456.20 . ' . : $289.20
“ | [7]: additional cost of Warrior Run to ratepayers: $423.40 |
Notes: '
[1): “from spreadsheet AES Warrior Run provided in response to Westvaco data request #1..
[2): levelized avoided energy cost, from APS IRP, p. 335.
[3]: levelized avoided capacity cost, from APS IRP, p. 334, .
[4]:  [2] * 180 MW; 180 MW is the Warrior Run capacity. . . s ,
g [31* average ‘annual generation of warrior run; from IRP , P- 467 . . - .
(6: (4 +[8]. : . ‘

[7): . pvof[1] — pvof[6]. ’ '
Costs in 1896 in columns {2] through [6] are 1/4 of costs In 1997 to reflect the fact that Wamor Run would only operate in the last quarter of 1996

Discount rate from IRP, p. 11.

at
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'Aﬁ'achment 3: Comparison of the Cost of the Warrior Run Contract to én
Approxsmat:on of Annual APS Avoided Costs for DSM :

Warrior Run . : T . Sumof Difference -

¥ Annual cost Avolded Avolded . Avolded - Avolded avoided . bet
"7 1o APS energy capacity energy . . ctapacity " epergy, Warrior Run cost
$10°6 c/kWh - L SKW T $1076 $10°6 . capacity .avolded costs,
. ) [2) (s - {4) 8] f6] 7
1993
1994
1995 . . _ )
0 . 1996 $2220 $0.61 $1251 $6.78 $2.25 $0.03 $13.47
1 1997 - $90,20 o $2:44 $50.04 T $27.10 . $01 T - . $3811 $54,09-
2 1998 $9230° | $244 © $50.04 $27.10 - - $2.01. - $36.11 $56.19
- 3 1989 . $95.00 $2.44- - . $50.04 $27.10 $9.01 - $36.11 $58.89
4 2000 $97.70 $2.44 . $50.04 - $27.10 $9.01 - $36.11 $61,59
5 2001 $100,10 $2.44 . $50.04 $27.10 - $9.01 $36.11 $63.99
6 2002 $102.70 $2.44 "$50.04 $27.10 $9.01 $36.11 - $66.59
7 2003 $105.10 $2.44 - $50.04 $27.10 $9.01 $36.11 " $68.99
8 2004 - $107.80 $2.44 $50.04 $27.10 $9.01 -$36.11 $71.69
9 2005 $110.60 ‘ $2.44 $50.04 $27.10 - . $9.01 $36,11° $74.49
10 2006 $113.50 - $2.44 $50.04 - $2r10 . $9.01 . $36.11 . $77.89
11 2007 oost1e70 $3.66 $148.71. $4061° - $2047 - $61.07 $55.63
12. 2008 © $119.80 © $3.66 $113.71 $40.61 . .$2047 . $61.07 - - $58.73
13 2009 . $12280° $3.66 S 1 W4 " $40.61 $20.47 $61.07 . - $61.73
14 2010 $126.20 : $2.66 $113.71 $4061 .. $2047 $61.07 $65.13
15 2011 - $129.60 $3.66 $113.71 . $40.61 $20.47 $61.07 .$68.53
16 2012 $133.10 $4.71 $91.71 $6232 - - $16.51 $68.83 . 86427
17 - 2018 . $136.60 $4.71 $91.71 - -$52.32 < $16.51 $68.83 - $67.77
18 2014 - - $140.30 $4.71 . $91.71 $52,82 $16.51 $68.83 . $T1.47
19 2018 $144.00 $4.71 $91.71 $52.32 $16.51 $68.83 $75.17
20 2016 ' $147.90 $4.71 $91.71 $52.32 - $16.51 $68.83 $79.07
21 2017 $152.00 - $372 . $156.40 $41.35 $28.15 | $69.50 - $8250
2 2018 - $156.00 $372 $156.40 $41.35 . $2815 - $69.50 . $8850°
T 23 . 2019 ’ $16020 - $372 - $15640 - - $41.85 . $28.15 . $69.50 . $90.77
24. 2029 T $164.50 -$3.72 | $156.40 $41.35 - $28.15 $69.50 © $95.00
25 200 $169.10 $3.72 $156.40 - $41.35 $28.15 $69,50 $99.60
%6 2022 $17360 - $3.72 $156.40 $41.35 - $28,15 $69.50 $104.10
27 2023 $178.30 $3.72 $156.40 $41,35 $28.15 $69,50 $108.80
28 2024 $183.10 $3.72 $156.40 $41.35 $28.15 $69.50 $113.60
29 2025 $198.10 “$3.72 . $156.40 . $4135 - $2845. $69.50 - . $128,60
30 2026 $193.20 . $3.72 _ $156.40 - $41.85 $28.15° - $69.50 $123.70
Discount rate: . 11.2% :
PV(1993%) - - $712.61 $1864 . . $456.20 - . $289.20
[ [8]: additional cost of Warrior Run to ratepayers: - . ) - ’ : . $423.40]
Not&c

[1}:  from spreadsheet AES Warrior Run provided in response to Westvaco data request #1.
[2]: levelized avoided energy cost, from APS IRP, p. 335,
[8]: levelized avoided capacity cost, from APS IRP, p. 334.
[4):  [2] * 180 MW, 180 MW is the Warrior Run capacity.
[S):  [8] * average annual generabon of warrior run; from IRP, p. 467.
f6l: (4] +[5].
7 (1] - 6]
. [8: pvof[1] = pvofle]. '
Costs in 1996 in columns [2] through [6] are 1/4 of costs in 1997 to reflect the factthat Wamor Run would only operate in the last quarter of 1996,
Discount rate from IRP, p. 11. .
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" Total Revenue Requirements ($MM) - : . ) o 0 0o

Associnted with AES Warrior Run Project (1997)

AES Warrior Run revenue requirements are based upon the
curent electric contract between AES and Potomac Edison,
as well as current PE cost and escalation assumptons

Note: a 70.4% capacity factor was assumed for Warrior Run, 15% for Combrned Cycle, in order to be consistent

with PE's representation of the AES Warrior Run project in their Integrated
Resource Plan (reference Volume 1, pg 487)

Required Revenue Calculation for Utxlrty CT/CC Build Option

CT (1997~ 1999) ~ . Woe-e3
~ Utlity CT Unit Revenue Requirements (SMM) 1992 1993 1994
Fixed Capacity ; L0 0 ‘0
Veriable Operating Expenses ' 0 0 S .0
Total Required Revenue ' 00 . 00 0.0
Fixed Capacity for Deferred CT '
Utility Added Intermediate Load Rev. Req. (SMM) © . 1982 1993 1994

Total Var. Oper. Required Reyenue ’ o 0 .0

CC unit (2000-2026)

Utility CC Unit Revenue Floquremoms (SMM) ’ ' _ © 1992 1993 1994
Return on Capital ’ 0’ 0 .0
Fuel Purchases 0 o 0
Variable O&M 0 0 0
Depreciation & Amortization 0 0 0
Fixed O&M Expenses 0 0 0
Income Tax 0 0 0
Utility CC Unit Total Required Revenue 0 0 0
Total Req&ed Revenue for Utility CT/CC Build Option 0 0 0
{CT/Int. 1997~-1999; CC 2000—-2026)
Net Cost of Warrior Run C ’
Cummulative Present Value at 11.2% (1293$)
CCASSETINSERVICE - . 1992 1993 1994
Total Assetat end of year o 0 ' 0
Deprec;atron : . 0 - 0 B¢
CC AFUDC IN RATE BASE
Beginning AFUDC * est. based on 2 yr const.

Amortization of AFUDC

r at 11.2% wid cost of cap.
— Return on unamortized AFUDC ' ' :
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0.0

10.6
13.3

18.1
14
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0.2
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57.9.

39.8

152.5

2000

111.4
5.6

1.1
0.6
12

100.1

5
2001
10.2
0.0

102

11.5

2001
19.0

2001
13.0
18.5

© 0.4

6.1

0.2

4.8
43.1

60.8

. 39.3
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2001
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5.6
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0.6
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6
2002
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0.0
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0.6
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0.0

9.4
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0.4
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0.3
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447
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0.0
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2004
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8.9
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o

110.6

. 2005
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0.0

8.7
9.8
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2005
103
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0.5
6.1
. 03
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46.3

68.1

42.5
231.6

2005
83.5
5.6

83
0.6
0.9
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- 2015
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2016
38.7
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116.2
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Project Assumptions: Source and/or explanation:

Net Output (MW) 180 IRP Vol.1, pg 467

Capital Cost CC (1997$/kw) S 850 AES assumption

Capital Cost CT (19978 /kw) B 300 AES assumption

APS Construction Esc. . 4.0% IRP-Vol. 1, pg 16

CT Loading Factor 19971999~ - 0.05 AES assumption

CC Unit Heat Rate (Btu/kWh) 8000 AES assumption

WR Capacity Factor . 70.4% IRP Vol.1, pg 467

CC Capacity Factor ’ 15.0%

Asset lifeime (years) K 20 AES assumption

Fixed O&M In 1992 (SMM) . 0.2 IRP p. 456, $.36*180/380*1.031 infl
Var. O&M in 1992 ($MM) - - 0.3 IRP p 456 (1.02+0.01 47*8000/1 000)*1.031*8.76*0. 18'capfactor

Allegheny Power System Cost of Capital:

Longterm debt jnterest rate 2 9.5% 47.0% Percent of Required Caplial IRP Vol 1, pg 11
Preferred stock return 9.0% 7.0% Percent of Required Capltal .IRP Vol 1, pg 11
Common stock return. - L 133% 46.0% Percent of Required Capital IRP Vol 1, pg 11
Weighted Coat of Capital 11.2% : : -
"Avg. Infiation Rate .+ 35% - IAPVolume1,pg 16
utility Nom. Discount Rate - 11.2% IRP Volume 1, pg 197
AFUDC Rate - o 11.2% Estimate based on above Cost of Capital
Weighted corporate - - : 38.0% ‘AES-assumption .
Income tax rate ) . .

Dat source:: FERC #1 Form 1991 for PE, WPenn, and Monon.

Fuel expense ($MM) 156 - Pg 402, Line item #21
Maintenance (1/2) i 225 Pg 402, Line itoms #29-33 -
Total Generation (1e9 kWh) ’ 11.5 Pg 402; Lins item #12






