
Overview of Public Stakeholder Process 

 
Prior to filing the 2014 IRP, Vectren facilitated a stakeholder engagement process, 
allowing interested parties to participate in the planning, as well as a review of the 
process before the plan was submitted to the IURC. 
 
As part of the development of Vectren’s 2014 IRP, there were three objectives for the 
stakeholder engagement process: 
 
1. Listen: Understand concerns and objectives 
2. Inform: Increase stakeholder understanding of the IRP process, key assumptions and 
the challenges facing Vectren and the electric utility industry 
3. Consider: Provide a forum for productive stakeholder feedback regarding key points 
in the IRP development process to inform Vectren’s decision making 
 
In 2014, Vectren held three public advisory meetings, or workshops, with interested 
parties (stakeholders) during the development and analysis of the 2014 IRP. The advisory 
meetings informed stakeholders about Vectren’s resource planning process, assumptions 
and modeling methods as well as solicited input from stakeholders regarding these topics. 
All meetings took place at Vectren headquarters. Below is a list of 2014 stakeholder 
meeting dates and topics. 
 
1. March 20, 2014: General overview of the process and key analysis inputs 
2. Aug. 5, 2014: Projected energy forecasts, possible future scenarios, and possible risks 
3. Sept. 24, 2014: Plan review 
 
All meetings provided an opportunity for stakeholders to ask questions, and make 
suggestions regarding the analysis. Additionally, Vectren responded to written questions 
and comments throughout the process.  Meeting materials, including presentations as 
well as question and answers can be found at www.vectren.com/irp.  
 



Vectren Integrated Resource 
Plan (IRP) Stakeholder 
Meeting
Gary Vicinus – Meeting Facilitator
Managing Director, Pace Global
March 20, 2014 
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Selecting the right portfolio

Critical First 
Step Identify Objectives, Metrics and Risk Perspectives

Establish baseline and alternative future 
assumptions

Expose portfolios 
to scenarios

Select “best” 
portfolios

Determine resource options

Portfolio 
recommendations 
consistent with 
objectives

Identify ideal portfolios under 
various alternative futures
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IRP Timeline

1. Identify key objectives and metrics In Process
2.  Gather information on key trends  In Process
3.  List generation and demand side options  In Process              
4.    Develop process for evaluating alternatives   In Process              
5. Gather information from stakeholders  In Process
6. Perform analysis and recommend portfolios    2‐3 months
7. Preview plan with stakeholders              August                    
8.    File IRP By Nov. 1st             
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Agenda
9:30 a.m. Welcome Carl Chapman, Vectren President and CEO
9:40 a.m. Meeting Format and Ground Rules Gary Vicinus, Pace Global - Vice President and Managing 

Director
9:55 a.m. Long-Term Energy and Demand 

Forecast
Matt Rice, Vectren Manager of Market Research & 
Analysis and Eric Fox, Itron - Director of Forecast 
Solutions

10:10 a.m. Demand Side Management: Energy 
Efficiency and Demand Response

Robert Sears, Vectren Director of Conservation

10:25 a.m. Distributed Energy Resources Josh Pack, Vectren Manager of Energy Technologies
10:40 a.m. Clarifying Questions 
11:00 a.m. Generation Overview Wayne Games, Vectren Vice President of Power Supply 

and  Scott Brown, Vectren Manager of Generation 
Planning

11:15 a.m. Environmental Overview Angila Retherford, Vectren Vice President  of 
Environmental Affairs & Corporate Sustainability

11:30 a.m. Planning Inputs Matthew Lind, P.E., Burns and McDonnell Engineering -
Senior Project Manager, Business & Technology Services

11:45 a.m. Clarifying Questions
12:00 p.m. Lunch
1:00 p.m. Generation Planning Analysis Road 

Map
Matthew Lind, P.E., Burns and McDonnell Engineering -
Senior Project Manager, Business & Technology Services

1:30 p.m. Open Discussion/Questions
2:15 p.m. Adjourn
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Meeting Guidelines

1. Please hold questions until the end of the presentations
2. There will be 15‐20 minutes at the end of group presentations for 

“clarifying questions”
3. There will be a parking lot for items to be addressed at a later 

time
4. At the end of the afternoon session, there will be approximately 

45 minutes for thoughts, ideas and suggestions  
5. For those on the phone, we will open the (currently muted) lines 

for some questions within the allotted time frames
6. We will have an address for additional questions and suggestions 

open for a period of four weeks after this meeting
7. Questions will be answered here or later 
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Questions?



Long-Term Energy and 
Demand Forecast
Presented by Matt Rice , Manager of Market Research & 
Analysis and Eric Fox, Director of Forecast Solutions Itron
2014 Vectren IRP Stakeholder Meeting
March 20, 2014
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Vectren’s Electric Footprint
Vectren Energy Delivery of 
Indiana – South
 142,000 electric customers

 124,000 Residential
 18,000 General Service
 100 Large

29%

23%

48%

<1%

Residential

General ServiceLarge

Other

2013 Customer Type by 
Energy Usage
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Forecast Summary

 Expect energy usage to remain relatively flat through the 
forecast period
 Slow long-term population growth (0.3% annual growth) & 

moderate income growth (1% annual growth)
 Strong end-use efficiency gains reflecting new and existing 

Federal codes and standards
 Air conditioning, heating, lighting, refrigeration, cooking, etc. 

are all becoming more efficient over time 

 Customer owned generation
 A Large industrial customer adoption of cogeneration
 Residential and general service adoption of rooftop solar

 Aggressive conservation program activity
 Past and future



10Demand Side Management 
(Conservation Programs)

 Vectren point of view on conservation

 Fundamental part of what we do to serve customers and 
help customers manage their energy bills

 Vectren considers an ongoing level of demand side 
management (DSM) as part of our base case load forecast, 
which helps mitigate the need for future generation.  We will 
also consider more DSM as a resource as needed

 Vectren has offered gas DSM programs since 2006 and 
some level on the electric side since 1990s (new programs 
beginning 2010)
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Base Energy Forecast
Includes Demand Side Management goals and customer-owned generation forecast
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Electric forecast absent demand side management and solar distributed generation

Base case Energy Forecast (Includes Demand Side Management and Effect of  Solar Distributed Generation)

MWh = Mega Watt Hours

Base Forecast
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Bottom-Up Forecast Approach

Energy, Customers, & Price
Source: Vectren

Economic Drivers
Source: Moody’s Economy.com

Appliance Saturation and 
Efficiency
Source: Energy Information 
Administration and Vectren

Customer Energy Forecast

System Hourly Load
Source: Vectren System Energy and Peak 

Forecast

Long‐term 30 Year Average 
Weather
Source: DTN1

Customer Owned 
Generation Forecast
Source: Vectren

Demand Side Management
Source: Vectren

10 Year Avg. Peak‐Day 
Weather
Source: DTN1

1 Formerly Data Transmission Network, now known as DTN



13Energy Forecasts Estimated for Four Customer 
Types
 Residential forecast is the product of two factors
 Average use 

 Input illustration follows

 Customer count
 Based on expected Evansville area long-term population 

growth

 General service (primarily commercial)
 Input illustration follows

 Large customer (primarily industrial)
 Based on manufacturing output and employment projections

 Street lighting
 Simple seasonal model based on lighting history



Residential Average Use Framework

AC Saturation
Central AC
Room AC

AC Efficiency
Home Insulation
Home Size (Sq. Ft.)
Income
Household Size
Price

Heating Saturation
Traditional Resistance Furnace
Heat Pump

Heating Efficiency
Home Insulation
Home Size (Sq. Ft.)
Income
Household Size
Price

Saturation Levels
Water Heat
Appliances
Lighting
Plug Loads

Appliance Efficiency
Income
Household Size
Price

Heating 
Degree Days

Cooling
Degree Days

Billing
Days

Cool Load Heat Load Other Load
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Commercial Energy Framework

Cooling Intensity (kWh/sqft)
Commercial Output
Commercial Employment
Energy Price

Heating Intensity (kWh/sqft)
Commercial Output
Commercial Employment
Energy Price

Other Equipment Intensity
(kWh/sqft) 

• Lighting
• Office equipment
• Ventilation

Commercial Output
Commercial Employment
Energy Price

Heating 
Degree Days

Cooling
Degree Days

Billing
Days

Cool Load Heat Load Other Load
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Peak Demand Forecast

Cooling Load Requirements
• Residential
• General Service
• Large Customer

Heating Load Requirements
• Residential
• General Service

Base Load Requirements
• Residential
• General Service
• Large Customer
• Street Lighting

Peak‐Day 
Temperature

Peak‐Day
Temperature

Peak Day
Cooling

Peak Day
Heating

Peak Day
Base Load

16

 Peak demand is driven by heating, cooling, and base load 
requirements, which are derived from the customer energy 
forecast
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Energy and Demand Forecast
Includes conservation goals and customer owned generation forecast

Long Term Growth Rates
Energy CAGR:    ‐0.2%
Peak Demand CAGR:    0.0%

CAGR = Compound Annual Growth Rate                 MWh = Mega Watt Hours                                  MW = Mega Watts
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Questions



Demand Side Management: 
Energy Efficiency and 
Demand Response
Presented by Robbie Sears , Director of Conservation
2014 Vectren IRP Stakeholder Meeting
March 20, 2014
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What is Demand Side Management (DSM) 

 The planning and implementation of programs and activities:
 Designed to influence customers’ use of energy in ways that produce 

desired changes in customer consumption
 Reflects an intervention in the marketplace to achieve desired 

changes
 Includes conservation, energy efficiency and demand response

 Vectren Point of View on DSM
 Fundamental part of what we do to serve customers and help 

customers manage their energy bills
 Vectren considers an ongoing level of DSM as part of our base case 

load forecast and also a resource for meeting future generation based 
upon need

 Offered gas DSM programs since 2006 and began offering electric 
DSM during the 1990s with demand response components continuing 
today along with new energy efficiency programs in 2010
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What is Demand Side Management (DSM) 

 Energy conservation

 Reducing use of energy

 Energy efficiency

 Reducing use without impacting
level of service

 Demand response

 Reducing use from normal patterns  

This image cannot currently be displayed.
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DSM Rules and Requirements
• DSM in Integrated Resource Planning: 

– Utility shall consider alternative methods of meeting future demand for 
electric service

– Utility must consider demand-side resources as a source of new supply in 
meeting future electric service requirements

• In December 2009, the Indiana Utility Regulatory Commission (IURC) 
established DSM targets for all investor owned electric utilities
– Energy saving targets increase from .3% in 2010 to 2% in 2019
– Established a set of “Core” DSM programs to be administered by a 3rd party 
– Order allowed utilities to offer self-administered Core Plus programs

• In March 2014, the Indiana General Assembly passed legislation which 
modified DSM requirements in Indiana
– Removed requirements for mandatory statewide “Core” DSM programs and 

savings requirements established in 2009
– Provided for large customer opt-out of DSM programs (greater than 1 MW)
– Provided for electric utilities to submit cost-effective energy efficiency plans 

to the Commission
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Current Core and Core Plus Programs
• Vectren’s 2014 portfolio of electric efficiency programs

– Core Programs (Energizing Indiana)
• Residential Lighting
• Home Energy Assessment
• Income Qualified Weatherization
• School Education & Assessment
• Commercial & Industrial Prescriptive

– Core Plus Programs
• Appliance Recycling
• Multi-Family Direct Install
• Residential HVAC
• Residential New Construction
• Residential Behavioral Savings
• Small Business Energy Solutions
• Commercial & Industrial New Construction
• Commercial & Industrial Custom

Program Year
Percent of Core 
Goals Achieved

Percent of Core Plus 
Goals Achieved

2010 (Evaluated) NA 142%
2011 (Evaluated NA 183%
2012 (Evaluated) 71% 98%
2013 (Reported) 73% 124%

Vectren Electric DSM Program Performance

HVAC = Heating, Ventilating, and Air Conditioning     DSMCC = Demand Side Management Coordination Committee
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DSM Program Governance
Core Program
 DSMCC provides oversight of the Core Programs with more engagement with the  

IURC for approval versus Oversight Board model 
 DSMCC members include 5‐Investor Owned Utilities, Office of Utility Consumer 

Counselor, Industrial Group Representative, Citizens Group Representative 
(Citizens Action Coalition).  

 Responsibilities Include:  
 Develop/Coordinate program designs, selection and management of Statewide 

Program Administrator and Evaluation Administrator, statewide reporting database. 

Core Plus Program
 Oversight Board provides governance/oversight of the Core Plus programs offered by 

Vectren based upon approved guidelines and funding approved by the IURC.  
 Vectren Electric DSM Oversight board members include Vectren, Office of Utility 

Consumer Counselor and Citizens Action Coalition.  
 Responsibilities include:

 Governance/oversight responsibilities including flexibility to manage programs designs 
and budgets, conduct necessary studies related to Core Plus programs and manage 
the evaluation, verification and measurement of the programs.



25DSM programs savings evaluation and 
verification

• All programs in Vectren’s EE portfolio are subject to cost-effectiveness testing 
as outlined by the Indiana Utility Regulatory Commission 

– Used to gauge the cost versus benefits of each program

– Results are compared to other supply-side resources

• All Core & Core Plus programs are evaluated annually to verify the energy 
saving impacts

– Core programs are evaluated by an independent statewide evaluator 

• Currently Tek Market Works (team includes The Cadmus Group)

– Core Plus programs are evaluated by an independent evaluator

• Currently The Cadmus Group
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Planning for DSM Programs
 In cooperation with the Vectren DSM Oversight Board, Vectren completed a DSM Market 

Potential Study (MPS) in 2013 to identify the potential savings from energy efficiency programs 
for 2015 – 2019
 The Oversight Board selected and contracted Enernoc to perform the MPS
 The Enernoc MPS ultimately provided a Low, High and Recommended Achievable Potential 

for DSM program savings as well as an action plan with program designs to achieve the 
savings

Characterize 
the Market

Base-year energy use by segment 

Prototypes and energy analysis (BEST)
Forecast data    Secondary data

Project  the 
Baseline

End-use forecast by segment

Screen  
Measures

Measure descriptions Avoided costs
Emerging technologies

Technical and economic potential

Establish Customer 
Acceptance

Program results         
Other studies

Achievable potential

Synthesize Delivery recommendations
Program designs

Action plan

Indiana Data               Previous studies Program data
Energy Market Profiles Secondary data
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DSM market potential estimates for Vectren

 Recommended savings is between the Low and High scenarios guidelines and consider the Indiana 
state goals, past program experience, industry benchmarks, and feedback from Vectren and 
Stakeholders

 Achievable High potential establishes a maximum target and involves incentives that represent a 
substantial portion of the incremental cost, high administrative and marketing costs, customer adoption 
under ideal market, implementation, information and customer preference conditions

 Achievable Low potential reflects expected program participation given barriers to customer 
acceptance, non-ideal implementation conditions, and limited program budgets

2013 Market Potential Study – does not 
include load changes or large opt-out

2013 Market Potential Study modified to 
include load changes and 50% large opt-out
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Current Demand Response Programs

• Vectren’s Demand Response programs are primarily 
focused on reducing electric demand at peak times

• Vectren’s Demand Response programs include:
– Interruptible Contracts – contracts with larger 

commercial and industrial customers that are willing 
to reduce electrical consumption at peak times

• Approximately 26 MW of peak load reduction 

– Residential and commercial air conditioner and water 
heater cycling/control during peak periods

• Summer Cycler is voluntary energy management 
program, with 25,000 participants, that cycles 
cooling and water heating equipment during periods 
of peak electricity demand

• Summer Cycler program participants can earn bill 
credits up to $20 per cooling system and $8 per 
electric water heating system over June through 
September

• Approximately 17 MW of peak load reduction
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Key DSM Assumptions in 2014 IRP

 Vectren will continue to offer cost-effective DSM to assist customers in 
managing their energy bills and meet future energy requirements
 Include an ongoing level of energy efficiency in the load forecast

 Vectren will also consider DSM as a source of new supply in meeting future electric 
service requirements

 DSM savings levels in the load forecast include:
 DSM energy efficiency programs available to all customer classes

 1% annual savings target for 2015 – 2019 and 0.5% annually thereafter
 Assumes that 50% of large customer load will opt-out of DSM programs

 0.5% of sales after 2019 may be larger if needed and cost effective

 Estimated $100M DSM spend from 2015 - 2034

 The load forecast also includes an ongoing level of energy efficiency related to 
codes and standards embedded in the load forecast projections
 Ongoing energy efficiency includes the impacts of new appliance efficiencies, 

changes in Federal standards regarding appliance efficiency, new building 
codes

 Demand Response impacts are considered as part of resource planning 



30

Questions



Distributed Energy 
Resources
Presented by Josh Pack, Manager of Energy Technologies
2014 Vectren IRP Stakeholder Meeting
March 20, 2014
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Overview

 Solar

 Combined Heat and Power

 Other Distributed Energy Resources



33

Solar Outlook

 National
 3.5 gigawatts of interconnected solar at the 

end of 2012
 ~0.3% total installed generating capacity

 46% increase over 2011

 Indiana
 Net metering growth

 Larger projects 
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Solar Outlook (continued)

 Vectren
 Solar resource

 Customer interest

 Potential customer benefits

 Consider other solar options in the best 
interests of customers
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Solar Economic Trends
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Distributed Solar Capacity Forecast

kW = Kilo Watt
PV = Photo‐
Voltaic

Source: Navigant Indiana forecast adapted to Vectren early adoption rates.
Peak planning capacity adjustment is 38%.  
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Combined Heat and Power

 Combined Heat and Power (CHP)
 Usually customer sited and owned
 Heat requirements

 Technology options
 Conventional 
 Natural gas reciprocating engines
 Natural gas turbines

 Advanced
 Fuel cell
 Microturbine
 Micro-CHP
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Other Distributed Energy Resources

 Vectren recognizes technology innovation 
is impacting the industry

 “Distributed Energy Resources” go beyond 
“Distributed Generation”
 Microgrids

 Energy storage

 Building energy management (e.g. Nest)

 Electric vehicles
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Summary

 Solar
 Consider other solar options in the best 

interests of customers
 Recognize solar is an important issue

 Combined Heat and Power
 Very case-specific
 Technology options

 Actively monitoring trends in Distributed 
Generation and Distributed Energy 
Resources 
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Questions?



Generation Overview

Presented by Wayne Games, Vice President of Power Supply
And Scott Brown, Manager  Generation Planning
2014 Vectren IRP Stakeholder Meeting
March 20, 2014



42

Power Generation - Key Concepts

 Energy and Capacity are two separate things

 We deliver Energy to our customers

 We must have the Capacity to produce Energy to deliver to 
our customers

 Capacity is expressed as Kilowatts (KW) or Megawatts 
(MW)      (1 MW = 1,000 KW)

 Energy is expressed as Kilowatt-Hours (KWH) or  
Megawatt-Hours (MWH)      (1 MWH = 1,000 KWH)

 Planning Reserve Margin – Excess capacity required by 
MISO to ensure adequate generation will be available on 
the peak hour of the peak day.
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MISO Footprint

MISO – Midcontinent Independent System Operator, Inc.



44MISO’s Role
Reliability And Economic Dispatch

 MISO enhances transmission reliability

• A much larger pool of resources ‐ (Both energy and capacity)
• Coordinated planning

 MISO enhances economic dispatch

 MISO’s practices are reviewed by an independent market monitor, 
NERC, FERC and state government agencies

MISO – Midcontinent Independent System Operator, Inc. NERC – North American Electric Reliability Corporation
FERC – Federal Energy Regulatory Commission
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Economic Dispatch
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4 PM6 AM 3 AM

1400 MW

Must Take

Lowest Cost

2nd Lowest Cost

Highest Cost

Vectren Generation MISO Generation
120 GW

Load on typical day in May
Load on annual peak day

MISO – Midcontinent Independent System Operator, Inc.
GW = Gigawatt = 1,000 MW.
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Planning Reserve Margin

4 PM6 AM 3 AM

1400 MW
Vectren Generation

Load on typical day in May
Load on annual peak day

Reserve Margin

• Current MISO reliability 
studies determine a 14.8% 
reserve margin on an 
installed capacity basis.

• MISO also computes a 7.3% 
reserve margin based on the 
“UCAP” and “Coincident 
Peak” method.
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Installed Capacity vs. Unforced Capacity

 The Unforced or  “UCAP” capacity is what can be counted at the time of 
the annual peak load, based on averages over a few years

 Vectren and MISO’s peak historically takes place in July or August

 For wind and solar, the averages over a few years of what is actually 
generated at the time of the system peak are much less than nameplate

Example 1:  Based on history, our 80 MW wind contract can only be 
counted on for about 7 MW at the time of the summer peak (About 9% of 
nameplate)

Example 2:  We expect solar to contribute about 38% of nameplate
capacity at the time of the summer peak (Factors include temperature, 
cloud cover, angle of sun)

ISO – Independent System Operator RTO – Regional Transmission Organization
Forced Outage is an unforeseen generation outage.
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Vectren’s Plant Sites

Power plants

AB Brown

FB Culley

Warrick Unit 4

Blackfoot Clean 
Energy Plant

Broadway Ave. 
Peaking Units

Northeast Peaking 
Units

Fowler Ridge & 
Benton County 
Wind Farms

Vectren Energy Delivery of 
Indiana – South

Benton County, IN
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Vectren Generating Facilities
A.B. Brown Power Plant –
Mt. Vernon, Ind., Posey County

—2 units (coal) – 490 MW (Built in 1979 & 1986)

—2 units (natural gas) – See Peaking Units below  

F.B. Culley Power Plant –
Newburgh, Ind., Warrick County

—2 units (coal) – 360 MW (Built in 1966 & 1973)

Warrick Unit 4 –
Newburgh, Ind., Warrick County

—1 unit shared with Alcoa (coal) – 150 MW of 300 MW (Built in 1970)

Natural Gas Peaking Units –
Evansville, Ind., Vanderburgh County and Mt. Vernon, Ind., Posey County

—A.B. Brown – 150 MW (Built in 1991 & 2002)

—Broadway Ave. – 115 MW (Built in 1971 & 1981)

—Northeast – 20 MW (Built in 1963 & 1964)

MW =  Megawatt = 1,000 KW (Kilowatts)
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Renewable Energy

 Wind PPA’s (Benton County & Fowler 
Ridge)

 Wind Energy from these 80 MW contracts 
has ranged from 195,734 MWH to 214,618 
MWH during the last 4 years

 Blackfoot Landfill Gas Project
 Renewable Energy from this 3 MW facility 

has ranged from 12,196 MWH to 17,088 
MWH during the last 4 years

PPA – Purchase Power Agreement
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Vectren Capacity

Other Capacity
Wind Purchase - 80 MW

OVEC - 32 MW

Total Other - 112 MW

Vectren Installed Capacity
Coal - 1,000 MW

Gas Peaking - 285 MW

Landfill Gas - 3 MW

Vectren Installed - 1,288 MW

Total Installed Capacity = 1,400 MW

MISO – Midcontinent Independent System Operator, Inc. PPA – Purchase Power Agreement 
OVEC – Ohio Valley Electric Corporation – Vectren’s 1.5% ownership share was acquired in 1953
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Vectren Planning Reserve Margin (PRM)

MISO – Midcontinent Independent System Operator
PRM – Planning Reserve Margin
UCAP – Unforced Capacity - (Takes into consideration average availability

and verification testing)
CP Factor – Coincident Peak Factor (We are typically at about 96% of our Vectren peak

load at the time of the MISO system peak.)
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MISO - Planning Reserve Margin

 MISO has expressed capacity concerns about unit retirements in 
the 2016 timeframe

 MISO’s 2013 assessment raised the possibility of up to 6 GW of 
capacity shortfall in 2016

 In 2014 MISO revised the shortfall projection number down to 2 
GW

 Vectren currently has adequate Planning Reserve Margin
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Questions



Environmental Overview

Presented by Angila Retherford, 
Vice President  of Environmental Affairs & Corporate 
Sustainability
2014 Vectren IRP Stakeholder Meeting
March 20, 2014
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Current Environmental Controls

SO2 = Sulfur dioxide ESP = Electricstatic Precipitator (used for particulate removal)
NOx = Nitrogen oxide SCR = Selective catalytic reduction
MW = Mega Watts

Unit
In Service 

Date
Generating 

Capacity SO2 Control NOx Control Soot Control

Culley 2 1966 90 MW
Scrubber 

(1995)
Low NOx

(1995)
ESP (2011)

Culley 3 1973 270 MW
Scrubber 

(1995)
SCR (2003)

Fabric Filter 
(2006)

Brown 1 1979 245 MW
Scrubber 

(1979)
SCR (2005)

Fabric Filter 
(2004)

Brown 2 1986 245 MW
Scrubber 

(1986)
SCR (2004) ESP (2000)

Warrick 4 1970 150 MW
Scrubber 

(2009)
SCR (2004) ESP (2008)
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Current Environmental Regulations

 Multiple federal environmental initiatives affecting 
electric steam generating units
 Air emissions

 Clean Air Interstate Rule /Cross State Air Pollution Rule
 Mercury and Air Toxics Rule
 Greenhouse Gas Permitting (PSD and major source Title V)

 Wastewater discharges
 Increased focus on wastewater from pollution control 

equipment
 NPDES water discharge permits

 First ever mercury discharge limits in recent NPDES renewals
 Chemical-precipitation  treatment system chosen for Culley and 

Brown plants
PSD = Prevention of Significant Deterioration
NPDES = National Pollution Discharge Elimination System (water permit program)
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Future Environmental Regulations
 Coal Combustion Residuals Rule

 Currently a majority of our fly-ash and scrubber by-product is 
beneficially reused in encapsulated concrete and synthetic gypsum 
applications

 New regulations proposed as a reaction to the TVA dam breach
 Hazardous vs. solid waste regulations
 Beneficial Reuse (encapsulated uses) allowed in both Subtitle C and 

D proposals
 Recent EPA studies finding encapsulated uses pose no threat to 

public health and environment.
 Timing:  Recent consent decree deadline December 2014
 Under either regulatory scenario chosen by the EPA, Vectren will 

continue to beneficially reuse its fly ash.  Timing and costs of existing 
pond closures will be determined by the EPA in its final rule.  Unit 
retirement considerations are not influenced by pond closure costs, as 
costs would be applied whether a unit is retired or continues to 
operate

TVA = Tennessee Valley Authority



59

Future Environmental Regulations cont.

 Clean Water Act 316(b)
 Fish Entrainment / Impingement
 Once through (Culley) versus closed loop (AB Brown) 

cooling systems
 Proposal to be finalized in April 2014

 NPDES Water Discharge Permits
 Increased removal of pollutants from flue gas results in 

more pollutants in water discharges
 EPA’s proposed Effluent Limitation Guidelines will be 

incorporated in subsequent NPDES permit renewals.  
Currently Vectren falls out of some of the 8 listed 
options due to the size of our units

NPDES = National Pollution Discharge Elimination System (water permit program)
EPA = Environmental Protection Agency
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Future Environmental Regulations cont.

 Greenhouse Gas Rulemakings  driven by Administration’s Climate Action Plan
 New Source Performance Standards for new sources (CAA 111b)

 EPA set separate emission standards for coal-fired and baseload natural 
gas combined cycle units and created a less stringent standard for simple 
cycle peaking units

 Emission standard for new coal-fired units still so low as to require partial 
carbon capture and sequestration (CCS)

 New Source Performance Standards for existing sources (CAA 111d)
 EPA to issue emission guidelines for states to implement through State 

Implementation Plans
 Deadlines in Climate Action Plan

 Proposed June 2014: Finalized June 2015
 State Implementation Plans due June 2016

 EPA authority limited to setting efficiency targets for existing units
 Vectren’s generation portfolio have reduced GHG emissions 23% since 

2005
CAA =  Clean Air Act
EPA = Environmental Protection Agency
GHG = Green House Gas
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Upcoming Environmental Projects

 Recent environmental compliance filing pending 
before IURC.  Total estimated $70-90 million for 
compliance with three new federal environmental 
initiatives:
 Mercury and Air Toxics Standards

 Organo-sulfide scrubber additives

 HBr injection

 NPDES mercury limits

 SO3 mitigation as required by EPA

IURC = Indiana Utility Regulatory Commission
HBr = Hydrogen Bromide
SO3 = Sulfur trioxide
EPA = Environmental Protection Agency
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Questions?



Planning Inputs

Presented by Matthew Lind, P.E.
Senior Project Manager, Business & Technology Services 
Burns & McDonnell Engineering
2014 Vectren IRP Stakeholder Meeting
March 20, 2014
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Overview
 Burns & McDonnell has produced a Generation 

Technology Assessment that looks at a wide range 
of generation resources to place into the Strategist 
planning tool

 The planning tool will create feasible generation 
portfolios over 20 year forecast

 What and when to deploy to achieve lowest total 
customer costs
 Capital Costs
 Fuel Costs
 O&M Costs
 Environmental Compliance Costs (including carbon cost 

estimates)

Strategist is a utility planning software from Ventyx software.
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Generation Technology Assessment

Burns & McDonnell’s Generation Technology Assessment Report 
includes the following types of future resources:

 Different classes of Simple Cycle Gas Turbines 
 Reciprocating Engine 
 Different classes of Combined Cycles
 Battery 
 Compressed Air 
 Wind 
 Solar 
 Hydro 
 Small Modular Nuclear 
 Wood 
 Landfill Gas 
 Coal
 Integrated Gasification Combined Cycle
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Generation Technology Assessment
Examples of likely candidates for gas fired generation for capacity expansion:

Examples of likely candidates for combined cycle generation for capacity 
expansion:

Popular Gas Turbine Types

Simple Cycle Gas Turbine LM6000 LMS100 E-Class F-Class

Initial Unit

Base Load Net Output (kW) 49,100 106,400 87,500 212,800

Base Load Net Heat Rate (Btu/kWh) 9,570 8,860 11,480 9,940

Percent Efficiency 35.7% 38.5% 29.7% 34.3%

Total Project Costs (2013 $/kW) $2,015 $1,677 $1,651 $767

Combined Cycle 1x1 F-Class

1x1 Plant Configuration

Base Load Net Output (kW) 317,500

Base Load Net Heat Rate (Btu/kWh) 6,610

Percent Efficiency 51.6%

Total Project Costs (2013 $/kW) $1,378
kW = Kilowatt kWh = Kilowatt hour
1x1 Combined Cycle Plant is one combustion turbine and one steam turbine utilizing the unused exhaust heat from the combustion turbine.
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Generation Technology Assessment
Examples of likely candidates for renewable energy generation 
capacity expansion:

Renewable Generation Solar Photovoltaic 
Cells

Hydro Wind

Initial Unit

Base Load Net Output (kW) Scalable Scalable Scalable

Capacity Factor (energy annual output) Intermittent (19%) 44% Intermittent (27%)

Total Project Costs (2013 $/kW) $3,070 $4,888 $2,260

 The Technology Assessment numbers were taken as of 
October 2013. Solar has been showing a decreasing rate 
to build in the future.

kW = Kilowatt
kWh = Kilowatt hour
PPA = Purchase power agreement
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Forecast Inputs
Carbon Pricing Forecast
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• Vectren is assuming carbon price of $12.66 in Real 2013 $/Ton starting in year 
2020 and increasing at an average annual growth rate of 5.7%. (This was derived 
from Waxman‐Markey Climate bill, American Clean Energy and Security Act of 
2009, which passed in the U.S. House of Representatives on June 26, 2009.)
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Forecast Inputs
Coal Pricing Forecast

 The coal pricing forecast is a combination of the EIA AEO 2014 coal forecast, 
Wood Mackenzie’s coal forecast, and a 3rd party consultant’s coal forecast.

EIA – Energy Information Administration AEO – Annual Energy Overview
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Forecast Inputs
Gas Pricing Forecast

• The gas pricing forecast is a combination of the EIA AEO 2014 gas forecast, Wood 
Mackenzie’s gas forecast, and a 3rd party consultant’s gas forecast

• The wholesale electric market prices will be derived from fuel pricing assumptions 
and the market as part of the study

EIA – Energy Information Administration AEO – Annual Energy Overview
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Questions?



Generation Planning 
Analysis Road Map
Presented by Matthew Lind, P.E.
Senior Project Manager, Business & Technology Services 
Burns & McDonnell Engineering
2014 Vectren IRP Stakeholder Meeting
March 20, 2014
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IRP Goals

 Develop a future power supply plan that 
balances
 Cost
 Reliability
 Environmental Stewardship

IRP – Integrated Resource Plan
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Discussion Purpose

 Objective: Create IRP design that is 
understandable, robust, and in the best interest of 
Vectren customers

 Provide foundation for understanding IRP analysis 
approach

 Define planning approach

 Gather participant feedback and input

IRP – Integrated Resource Plan
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Analysis Considerations

2014 
IRP

Energy & Demand 
Forecast including 
Conservation & DG

Generation 
Technology 
Assessment 
including 

Renewables 

Transmission 
Capabilities

Fuel Cost 
Forecast 

Carbon 
Pricing 
Forecast 

IRP – Integrated Resource Plan DG – Distributed Generation (Solar)
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2014 IRP Assumptions Development

 Objective: Clearly define analysis assumptions 
starting point

 Primary Sources:
 Burns & McDonnell’s Generation Technology Assessment

 Energy Information Administration (U.S. DOE) 

 Wood Mackenzie

 SNL.com (energy data information provider)

 Sales & Demand Forecast (Vectren & Itron)

 Other Forecasts (subscriptions, publicly available 
information and 3rd party consultant information)

IRP – Integrated Resource Plan DOE – Department of Energy
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2014 IRP Analysis Approach

Scenario Assumptions 
Development

1
Expansion Alternatives 

Development

2

Fixed Expansion Plan Sensitivity Analysis

Expansion Plan Summary / Risk Analysis

4

5

Sensitivity analysis is “What If?” testing Risk analysis identifies the “Best Option” plan

Expansion Plan Development
3

Low

Expected

High

Scenario 1 Scenario 2 Scenario 3
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Planning Tool Background

 Demand forecast informs expansion plan need 
(illustrative of a high load forecast)
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Planning Tool Background cont.

 Other factors considered in planning tool
 Renewable energy standard

 Emission limits

 Economic

 Define resource options
 New alternatives

 Define resource option availability
 Earliest in service date
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Decisions

Planning Tool Alternative Screening

Demand Side 
Options

New Build: 
Simple Cycle 
Natural Gas

New Build: 
Combined Cycle 
Natural Gas

New Build: 
Renewables

Integrated Resource Plan

Expansion Plan Determination
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Scenario Expansion Plan Development

Expansion Plan Expansion Plan Expansion Plan

Expansion Plan Expansion Plan Expansion Plan

Expansion Plan Expansion Plan Expansion Plan

Scenario 1 Scenario 2 Scenario 3

Low Energy 
Forecast

Base Energy 
Forecast

High Energy 
Forecast
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Sensitivity Approach

 Objective: Identify potential risks

 Fuel (natural gas, coal) pricing

 Wholesale market pricing (MISO)

 CO2 price

 Technology capital costs

 Mandatory renewable portfolio standards

 Load growth
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Sensitivity Analysis / Risk Identification

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Scenario 1
Fixed Plan

Scenario 2
Fixed Plan

Scenario 3
Fixed Plan

Base

Low Gas

High Gas

Low Coal

High Coal

Low Market

High Market

Low Carbon Price

High Carbon Price

Low Capital Cost

High Capital Cost

NPV – Net Present Value
Net Present Value is present value of time series of cash flows

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV
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Sensitivity Analysis / Risk Identification

 Scenario 1 Assumption Price Sensitivity

 What assumption is greatest cost variation?
 Least cost variation?

Base NPV ($)

Sensitivity 2

Sensitivity 3

Sensitivity 4

Sensitivity 5

Assumption Cost Sensitivity 1

Less $’s More $’s

Assumption cost sensitivity factors could include changes in fuel price, market price, carbon tax, capital cost, etc
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Questions?



Q&A - Vectren Integrated Resource Plan (“IRP”) Public Advisory Meeting 
March 20, 2014 

 
 
Questions (Q) /Answers (A) & Comments (C) /Response (R) 
 
 
Q: On slide 36, what you mean by nameplate? 
 

A: Nameplate is the maximum possible capacity that that panel could produce.  
So if you buy a 10 kilowatt panel, that means that at the very best conditions it 
would give you about 10 kilowatts.  However, output is less if there is cloud cover 
or at different times of the day (morning, evening, and obviously night).  
Nameplate is the maximum possible achievable output. 

 
Q: In your sales forecast model, you have different kilowatt costs? 
 

A: Our models do include price. 
 
Q: How does price influence model results. 
 

A: As price increases, usage goes down.  This is called price elasticity of demand. 
 
Q: How do I interpret the costs on slide 35? 
 

A:  This slide refers to installed system cost.  It illustrates projected costs for 
installed solar is expected to decline over time. 

 
Q: On slide 36, were prices taken into consideration with this forecast? 
 

A: Yes.  The model was created by our consultant, and state-by-state prices were 
examined to develop the Indiana specific forecast that we then used for our 
territory.   

 
Q:  On slide 29, could you please explain your assumption regarding 50% large customer 
opt out? 
 

A:  With all of the recent moves with this legislation, we looked at available 
information on the subject.  Additionally, our marketing and sales groups have 
been speaking with our customers over the last few weeks as this bill matured to 
get a sense where they were on this issue.  This is a baseline assumption, as we 
learn more, we can adjust this up or down. 

 
Q: This question is in reference to slide 11.  Does your forecast include Ferdinand going 
to NextEra instead of Vectren? 
 



A: Yes.  We have two municipal customers in the forecast for 2014; then they 
drop out.  They collectively represent about 12 MWs. 

 
Q:  In reference to slide 11, there seems to be a pretty steep recovery followed by slow 
growth.  What is the driver for that is? 
 

A: The recovery that you’re seeing is expected growth from talks with potential 
customers.  Some are in early stages.  We cannot comment on most of these 
additions, but one of the things that you may have noticed in the news was an 
expansion of Barry Plastics.  That is included.   

 
Q:  You mentioned on slide 36 that the peak planning capacity adjustment was 38%.  
What is the equivalent capacity adjustment for coal and gas plants? 
 

A: On the peak hour of the peak day, we expect our coal fired power plants to be 
above 95%.  The gas peaking units in our fleet are in the 85% to 90% range. 

 
Q: On slide 37, you reference combined heat and power (CHP).  Do you know how much 
CHP capacity there is on your system and have you inventoried the potential? 
 
 A:  We will check into it and respond off line. 
 
Q: In reference to the SABIC co-generation facility that is expected to be installed, to 
what extent will they be completely off system? 
 

A: What’s been disclosed by the customer is an 80 megawatt co-generation unit, 
and we would provide the power beyond that, which around 20 to 30 megawatts.   

 
We would also be providing backup power.  All of that is yet to be determined, 
once we understand much better exactly how their co-generation system is going 
to work. 

 
Q: To what extent is your integrated resource plan connected with to your transmission 
and distribution improvement plan? 
 

A: We have no filing in front of the commission at this point.  Any filing we have 
in that regard is completely on the gas side of our business.  In our IRP process, 
we do consider transmission and distribution in the analysis. 

 
Q: In reference to the SABIC’s expected co-generation unit, are there other big customers 
that are thinking about doing this, and is Vectren fighting that or encouraging that? 
 

A: This is completely a customer decision in the case of SABIC.  I think we have 
shared before in various places that SABIC or predecessors have actually 
considered this option for decades.  They made a decision to replace that coal 



fired boiler to meet EPA requirements, and that opened up the co-generation 
option. 

 
What we try to do in these situations is consider what is in the best interest of all 
of our customers.  Generally speaking, we will try to keep that customer on the 
system.  On the other hand, the customer has a choice. 
 

Q: Why is there not a lot of wind or biomass in this area?  Is there a geographical issue, 
economical issue or just not developed enough of it at this point? 
 

A: When you look at the wind maps for the State of Indiana and in the region 
surrounding Indiana, you will see that Southern Indiana does not have a big wind 
resource.  We do have a couple of small net metered wind projects.  However, 
there is not a significant amount of wind in this area to attract the big wind farms 
at the wholesale level. 

 
With respect to biomass, we do actually have the Blackfoot facility.  It is  a land 
fill gas to electricity plant, around 3.5 megawatts.  Blackfoot is a part of our 
renewable portfolio.  Biomass is a pretty broad topic, so there is a lot of different 
potential generation options available. 

 
C: Biomass is beneficial because it is base load energy.  They can utilize biologic food 
waste from commercial bakeries, animal waste, etc.  I don’t see that acknowledgement or 
recognition of this in the presentation. 
 

R: We consider all viable resource options, including biomass. 
 
Q: Referring to slide 36, why does the growth rate taper off around the 2025 timeframe?  
Do you not expect the technology to keep improving and the cost to continue to drop? 
 

A: Our consultant has a model that they use for the whole country that helps 
forecast penetration of rooftop solar.  The tool is customized for each state by 
looking at solar radiation, local electric prices and expected advancements in the 
technology.  Around 2025, they expect pretty good penetration.  Once penetration 
is high, the growth slows. 

 
The decision to taper growth was influenced by market penetration more than the 
factors mentioned above.  We believe that this high-level approach makes sense.  
It’s defendable on all sides, and it has been adjusted to fit our service territory 
based on their knowledge of us. 

 
Q: Referring to slide 45, it looks like the lowest cost is wind.  Is that the case?  
Additionally, didn’t MISO change the rule so that wind can now be dispatched? 
  

A: Wind for us is not the lowest price; it’s actually one of our higher price 
generation sources.  However, our contract requires us to take all energy 



produced, so it is listed at the bottom of this graph, prior to our lowest cost 
generation.   
 
We have contracts with two different wind farms.  Last year, one of them became 
a dispatchable intermit resource, which means that MISO can actually dispatch it.  
They can reduce the amount of generation that wind farm puts out.  The reason 
that MISO pursued this option is because of congestion.  There was so much wind 
energy in one area that there is difficulty moving it out on the transmission 
system.  MISO will likely consider additional transmission there to move that 
wind energy out of that area and get it to customers. 

 
Q: On slide 67, it shows solar being 19%, but I think this morning somebody mentioned 
38%, and I want to understand the difference. 
 

A: Yes, these are two different factors.  When earlier we spoke about the 
difference between energy and capacity, the capacity factors shown on slide 67 is 
actually over the course of the year how much energy will you get out of that 
solar panel.  If you have a 1 KW system and you multiply that by 8,760 hours in 
the year, you will get about 19% of the KW hours in energy during the course of a 
year. 

 
The 38% on slide 36 was for peak capacity planning on that one hour of the 
hottest day of the year.  In other words, we expect to get 38% of nameplate 
capacity generation asset on that one hour of that one day. 

 
Q: This question pertains to slide 69 and 70.  I’m curious why you aren’t using Vectren 
specific coal plant and the prices.  For example, if you get majority of your coal from 
Illinois basin, why are you using a national forecast?  And the same with 70, why aren’t 
you using your hub prices? 
 

A: The IRP is a 20-year study, which is more focused on that outer horizon.  We 
know our coal prices for the next two to three years.  We can get very specific on 
those very early years, but if we’re going to show any builds or decision making 
in this IRP process, they’re most likely going to be in those outer years of the 
horizon.  National trends are the best information that we have for the analysis. 

 
Q: How are co-generation units factored into capacity planning for MISO? 
 

A: When a company takes responsibility for supplying their own generation needs 
through a co-generation unit, I believe we can claim that as part of our capacity in 
our service territory, and then it goes right back out as load.  It is pretty much a 
wash. 

 
Q: How does the MISO dispatch affect your ability to meet your NOx and SOx budgets?   
 



A: As far as the NOx and the SOx, in our wholesale power marketing area, we 
purchase the NOx and the SOx credits for all the megawatts that we sell.  So 
that’s part of the bid price.  As an example, if we pay $50 for an SO2 credit then 
that $50 will go into the bid price in order to sell to the wholesale power market.  
So that cost is recovered in that sale.   

 
Q: How does your CO2 price compare with the RGGI market in the Northeast? 
 

A: I haven’t looked at the RGGI prices forecasted out into the outer years.  
However, the prices now are in the $2 to $3 range, so I would say it will be fairly 
comparable if not higher.   

 
C: Your CO2 pricing seems to be a bit high in the long run. 
 

R: That’s our baseline and I think that’s probably correct if you just look at RGGI.  
California prices will be a little bit higher than that.  But we have to be able to 
model something that seems reasonable, so we selected a cap and trade Waxman 
Markey style.  It is very difficult to model an efficiency target without actually 
having the targets yet and knowing if there is any energy efficiency credits that 
will be available.  So for purposes of the IRP, this probably is the best we have for 
now.  As we learn, more, we can start fine-tuning on EPA’s rules. 

 
Q: This question relates to slides 58 and 59, and I’m looking specifically on the coal 
combustions residual rule and your assumptions around that.  I know that Vectren does 
engage with the beneficial reuse for its coal ash.  However, I’ve heard from the industry 
that if the CCR is considered hazardless that there will be a stigma attached to 
beneficially reusing of those materials.  Is Vectren not seeing things that way?   
 

A: In one sense we’re probably pretty unique and the good thing is that we have 
long-term contracts with a cement production facility.  And very recently  the 
EPA came out with their encapsulated new studies which actually show that 
encapsulated usages don’t have any type of human health impacts, don’t have any 
type of impact.  We are pretty confident that we will be able to continue with 
beneficial reuse even if there is a more stringent hazard of standard. 

 
Q: Do you think that your cement producer will back out of using your fly ash? 
 

A: No, because the cement company also has their own air pollution regulations 
that must be met.  So as regulations start to ratchet down, they have good controls 
to deal with these issues too.  We’re pretty confident that we’ll continue to be able 
to beneficial reuse our ash. 

 
Q: This question refers to slide 59.  At the bottom coal point, it says currently Vectren 
falls out at some of the eight listed options into size of the units.  Which options are with 
those units? 
 



A: There were carve outs for those units that have scrubbers that were less than 
400 megawatts, and then there was another carve out for plants that had 2,000 or 
less generated.  All of our plants fall below every one of those categories.  Some 
of the other options had a small carve out there, depending on what you have 
already in our system. 

 
Q: Referring to slide 68, why did you chose a past bill versus looking at your technology 
options on your existing plants and making some fair assumptions? 
 

A: With our dense pack reductions we’ve made some pretty significant efficiency 
improvements to our plants already.  Those are already actually in our rates.  For 
carbon pricing, we’ve tried to model a regional allowance program to attached a 
price to carbon.  Waxman Markey, for lack of any better schematic that’s out 
there, went the furthest.  It was a very comprehensive energy reduction in 
greenhouse gas system, so that’s what we have decided to do for our baseline.  
We will also look at the upside and downside in our scenario runs. 

 
Q: Does Burns & McDonnell have experience with solar installations or wind 
installations? 
 

A: Yes, they have an office in Phoenix, AZ that keeps close tabs on solar  and 
provides utility scale solar installation, support, and designing.  They also do this 
for wind.  They help utilities across country with wind. 

 
Q; Will solar or wind be considered in your analysis? 
 

A: Yes. 
 
Q: What if gas prices drop by 50% based on all of the natural gas production that is 
occurring in our country right now? 
 

A: It’s important to realize that we’re going to have other scenarios.  We are 
simply introducing our baseline scenario.  In our final analysis, you see variation 
on gas, coal, carbon, etc.  Nobody, with great confidence, could say they can 
pinpoint what gas cost, coal cost or a carbon cost are going to be 20 years from 
now or 10 years from now.  That’s why we’ll run various scenarios.  This is just a 
starting point.  What we think makes sense, and again, we’ll go higher and lower 
for different scenarios. 

 
Q: Does MISO only consider variable cost with the fuel or does it actually include the 
fixed in the emission controls and the compliance cost and all of that? 
 

A: It’s a variable cost.  Basically it’s the cost of fuel, the cost for SO2 allowances, 
and the cost for NOx allowances in order to produce that next megawatt 
electricity. 

 



C: So we really aren’t. It may be the lowest cost at the time, but not really from the 
owners of the facilities? 
 

R: Well – yeah actually it is, because the capital cost for the capacity of that 
facility is in rates.  Whether we produce from those capital assets or we purchase 
off of the market, those are still in rates because they’re part of holding that 
capacity.  We want to make sure that we get the lowest cost energy we can for our 
customers. 

 
C: If you could eliminate one of your coal plants and all that fixed cost is gone, then you 
might actually end up having cheaper resources off of MISO, because you don’t have all 
that overhead anymore. 
 

R: Our existing plants provide capacity to meet peak needs and required reserve 
margin in case of outages. We already buy the cheapest energy each day through 
the MISO market.  Currently, MISO does not have a mature or long term capacity 
market to rely upon instead of our plants.  To the extent plants are retired, 
stranded costs must be addressed. 
 

C: So it’s poor planning in the past, but we need to plan better. 
 

R: No, I don’t think it was poor planning in the past.  The focus here is what are 
we going to do in the future, and capacity has to be separated from energy.  
You’re asking about the energy. MISO will control that to ensure the customer 
gets the low cost energy.  The capacity is done through integrated resource 
planning.  That is why this whole process is in place, so we can look at a long-
term plan.   

 
Q: The solar cost that you’re posing here are strictly on a non-ownership basis.  If you 
own the summer solar facility won’t there be cost savings? 
 

A: Yes.  We’ve discussed ownership at the customer level as you mentioned, but 
we also look at a much larger solar option in resource planning.  There are 
economies of scale with larger installations of solar. 

 
Q: What is net present value (NPV)? 
 

A: By discounting, we are trying to keep all costs on a constant basis, today’s 
dollar value.  All options are on a level playing field because all future prices are 
in today’s values. 

 
 
 
 
 



C: Where we are coming from here is that coal obviously is not a renewable resource, 
and the only way to convert coal to a renewable resource is to use it for things that are 
recycled.  That is a one-time deal; once you burn it, you no longer have the value of it.  
You only have the residual, and we want to minimize the residual and maximize the 
value.  You have a massive resource that can be used for whatever the limits of your 
imagination are, not just for a heat and electric and that’s what we are trying to 
emphasize  and we know, you know, that too and when you get to the point where the 
light bulb goes on the way we think it's going on for us, we are going to get away because 
you are going to be at the front of the line. 
 

R: No response. 
 
C: You know one of the things that concerns me, and I don’t have any idea what the 
answer would be, but it seems like this integrated resource plan that is emerging is what I 
can see was actually done probably in the SIGECO board room in 1975 when they 
decided to build A.B. Brown.  It's been incrementally added to each time there has been a 
major investment in some kind of pollution control equipment and then it was really 
exacerbated when Vectren went into the coal mining business.  I can't see anything about 
this plan that’s going to steer us away from coal for 35 to 40 to 50 years.  You must 
consider externalized cost, the health cost, the environmental destruction of coal mining, 
the pollution residual cost of things down the road. 
 

R: We model based on prevailing circumstances/scenarios, and believe we are 
using the right inputs.  We model anticipated regulations and do not endeavor to 
decide social issues like health costs. 
 

C: I was very encouraged by the willingness to talk further about CHP and I understand 
what happened with SABIC; it's not the outcome we want. We still remain convinced that 
there are a good number of opportunities, particularly in your service territory.  As a 
combination utility, it may also provide some upside benefits to you.  So, I want to thank 
you because your reaction has been more positive than other people around the state.  
While we may disagree on externalities we will continue talking with you about that in 
the future.. 
 
 R: No response. 
  
C: Waiting until August to talk again seems to me to be not the best use of our time.  I 
hope that in the May-June time period you may find an opportunity to get back together, 
even if it is for a half day meeting. 
 

R: We are looking at possible ways to provide a midway update to our meeting 
that we are having in August.   
 
 
 
 



Q: Has there been a specific date set for August? 
 

A: Yes.  [At the time of the meeting, we were considering August 27th for the 
second meeting.  Our second meeting will now take place on August 5th, not 
August 27th.  We will have a final third meeting late this fall.]  

 
Q: What kind of catastrophic events do you consider? For example earthquakes, solar 
blackouts, terrorism, these kind of things that could be disruptive to not just the service, 
but to the nation at large.  I am sure that you have some contact with people like 
homeland security where you have contingency plans, what of these can you discuss with 
us on a brief basis? 
 

A: Unfortunately, I don’t think we can discuss the plans or any of these issues.  
Let me just describe it to you, but I would assure you that we are very closely 
monitoring everything as it relates to physical and cyber security. 

 
C: You have got to expect the unexpected and while it sounds like it's undoable, it's 
something we have to do as you know. 
 

R: We try to model anticipated risks, but natural disasters are not part of the IRP 
process. 

 
Q: Can someone confirm for me the 2012 summer peak load in megawatts?  Your 
summer reliability presentation as 1,158.  Is that correct. 
 

A: That’s very close. [1,158 was our weather normalized peak retail load]. 
 
Q: Referring to slide 36, is your solar forecast capped at 1%? 
  

A: No.  It is a market forecast. 
 
Q: Are you still a SEPA member or you are not SEPA member any longer? 
 

A: Speaker:  Yes, we are SEPA member. 
 
Q: Is there a way to share the questions and responses from today, either on your website 
or via e-mail? 
  

A: We are taking note of all the questions here and any questions that aren’t 
answered.  We will answer and put it up on the website.  If you don’t think of a 
question today, you can send it to irp@vectren.com. 

 
Q: Do you anticipate any additional energy efficiency incentives, rebates, or more 
consumer education? 
 
 A: Yes. 



Q: Do you offer plant tours to the public? 
 

A: We looked at it in the past, and you have raised it here.  I think we will look at 
it again and see what the pluses and minuses are; we are happy to look at it. 

 
Q: I am curious.  In the [final] meeting, will that be a review of what you have already 
ran in your analysis? 
 

A: The final meeting will be a preview of analysis results. [We are adding a 
second meeting to go over further analysis inputs on August 5th] 

 
Q: Will you be taking feedback from your consumers on possible scenarios to consider? 
 

A:  That is part of what we would encourage you to do.  If you have ideas about 
what you would like to see run, we encourage you to get that in sooner rather than 
later. 

 
Q: Where should data requests be sent? 
 

A: irp@vectren.com   
 
C: Referring to slide 36, I do not see the 1% cap.  It should be around 11.58 MW.  Your 
projection does not show you going above 10 MW. 
 

R: This is a market forecast.  We do not make any assumptions about the 1% cap.  
It is not included in the forecast.  Our forecast shows installed capacity well above 
the figure that you mentioned.  We believe that you are referring to the 38% 
planning adjustment.  The 38% adjustment factor reflects the estimated amount of 
installed capacity output to expect on the peak hour of the peak day. 
 

Q: Is there growth in the company summer peak load over the period of 20 years? 
 
 A: Basically, No. 
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IRP Timeline

1. Identify key objectives and metrics Complete
2.  Gather information on key trends and drivers Complete
3.  Develop generation and demand‐side options  Complete
4. Develop process for evaluating alternatives   Complete
5. Discuss approach, data inputs, scenarios/

sensitivities with stakeholders                               In Process     
6. Perform analysis and develop portfolios    In Process
7. Preview plan with stakeholders              Sept./Oct.              
8.    File IRP By Nov. 1st             
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Meeting Guidelines

1. Please hold questions until the end of the presentation
2. Vectren will present for approximately 1 hour and 15 

minutes
3. For those on the phone, we will open the (currently muted) 

lines for questions within the allotted time frame
4. At the end of the presentation, we will open up the floor for 

“clarifying questions,” thoughts, ideas and suggestions  
5. There will be a parking lot for items to be addressed at a 

later time
6. Additional questions and suggestions may be sent to 

IRP@vectren.com for a period of two weeks after this 
meeting

7. Questions will be answered here or later 
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Recap

 March 20th 2014 – Vectren’s 
first public stakeholder 
meeting:
 Overview of base energy and 

demand forecast
 Demand side management
 Distributed energy resources
 Generation overview
 Environmental overview
 Base planning inputs
 Generation planning road 

map
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Feedback
 Attendees were interested in the following:

Stakeholder Comment Response

Requested an additional meeting, 
primarily to provide more detail on 
scenarios & sensitivities/risk 
analysis

Today’s meeting will review latest 
market knowledge and provide 
more information on key input 
drivers

• What would our plans be if a coal 
unit were to retire?

• What would we do around 
renewable options?

We will develop specific portfolio 
concepts around these themes.  The 
approach will be discussed today

Post Q&A to our website Completed

Make our IRP e‐mail address more 
prevalent on our website

irp@vectren.com is now on the IRP 
landing page www.vectren.com/irp
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Agenda

 Topical updates since last meeting
 DSM plan update and review of how DSM will be modeled in the IRP
 Environmental policy update – EPA’s Clean Power Plan

 Key market drivers and inputs review
 Solar cost curve and distributed solar penetration
 Sales and demand forecast scenarios
 Key market drivers and forecast ranges
 Natural gas, coal, MISO energy, CO2, capital costs
 Vectren portfolio scenarios (including forced coal retirement 
and mandated RPS)

 Questions and comments
CO2 – Carbon Dioxide  DSM – Demand Side Management MISO – Midcontinent Independent System Operator
IRP – Integrated Resource Plan RPS – Renewable Portfolio Standard EPA – Environmental Protection Agency
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2015 DSM Plan Update
 Vectren filed a 2015 DSM Plan on May 30th in Cause 44495
 Planning target was 1% annual savings with a budget of 2% of revenue

 Plan resulted in a 44,121 MWh (1.05% of savings) with a budget of $8.6M 
(1.83% of revenue)

 Plan assumed that 50% of large customer load would opt‐out of DSM 
programs prior to January 01, 2015
 Actual opt‐out prior to June 1st deadline for July 1st opt‐out resulted in 70% 
of large customer load

 There is an additional opt‐out period with a deadline of November 15th for a 
January 1st opt‐out date

 Vectren is currently modifying the 2015 plan to adjust to an 80% opt‐
out assumption
 Revised plan results in 34,240 MWh (1.02% of savings) with a budget of 

$7.2M (1.8% of revenue)
 Evidentiary hearing scheduled for September 3, 2014

DSM – Demand Side Management MWh – Mega Watt Hour
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Modeling DSM as a Resource

 Vectren will include 1% annual savings through 2019 and .5% annual savings 
thereafter in our base sales forecast

 Vectren will model DSM with supply side options to determine if additional 
conservation is cost effective
 Created savings blocks based on .5% eligible sales
 Costs are based on most recent market potential study

 Major assumptions
 Maximum amount of conservation possible through 2019 is 2% per the market 

potential study (2018‐2019).  Assume 1.5% after
 Assumes 80% of large customers opt out of conservation programs
 Conservation costs increase over time per market potential study
 Each block costs more than the last per market potential study
 Conservation programs must run for 3 consecutive years

 Between 2015 and 2034, conservation blocks range between $1,000 and 
$2,000 per kW (or $0.16 and $0.34 per kWh)

DSM – Demand Side Management kWh – Kilowatt Hour kW – Kilowatt
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EPA “Clean Power Plan” for CO2 Reductions
 On June 2nd the EPA proposed the “Clean Power Plan,” which purports 

to reduce US carbon emissions by 30% over 2005 levels by 2030
 Each state has been assigned a CO2 emissions rate reduction figure to be 

obtained by 2030
 Indiana’s goal is a 20% reduction (interim goal of 1,607 lb. CO2 per MWh and 
final goal of 1,531 lb. CO2 per MWh)

 EPA based each state’s final reduction goal on a portfolio approach 
consisting of the following four building blocks:
 Heat rate improvements
 Increasing dispatch of existing natural gas baseload generation
 Renewable energy portfolio requirements
 Energy efficiency / DSM

 Indiana can choose to adopt the EPA’s portfolio approach, join a 
regional effort, or design its own implementation plan

CO2 – Carbon Dioxide  MWh – Megawatt Hour DSM – Demand Side Management EPA – Environmental Protection Agency
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EPA “Clean Power Plan” for CO2 Reductions Cont.
 Vectren has reduced carbon emissions by 23% since 2005

 We are focused on customer costs and will work to receive credit 
for the actions that we have taken since 2005

 Vectren accounts for approximately 6% of the total CO2 emissions 
from coal-fired power in the state

 EPA plans to finalize the proposal in June of 2015.  Indiana 
must submit its plan by June 30, 2016 (can request a 1 year 
extension)
 There is little clarity on how Indiana intends to implement these 

guidelines
 Until the rules are made final and the state shares its implementation 

plan, Vectren will consider options included in the 4 building blocks

 Potential elements of the EPA’s proposed plan will be included 
in this IRP (Carbon price, possible RPS, possible coal unit 
retirement, ongoing DSM, etc.) and will be discussed today

CO2 – Carbon Dioxide  DSM – Demand Side Management EPA – Environmental Protection Agency
RPS – Renewable Portfolio Standard IRP – Integrated Resource Plan
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Updated inputs

 Finalized utility scale solar cost curve
 Sales forecast
 Demand side management
 Distributed generation

 Developed low, base, and high forecasts
 Energy and demand
 Coal
 Natural gas
 CO2

 Market price
 Developed scenarios and sensitivities / risk analysis  

CO2 – Carbon Dioxide 
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Utility Scale Solar Cost Curve

• Expect more modest decreases in the installed cost of distributed PV systems 
going forward

• Future distributed PV improvements will be focused on cell efficiency and system 
electronics

• Improved energy output potentially lowers total energy cost over system life
• Material prices (steel, copper, aluminum) will remain flat – if not increase
• Labor installation costs are unlikely to fall, and may actually increase
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14Improvements to Vectren’s Customer Owned 
Generation Interconnection Process 

 Vectren has made revisions to its interconnection procedures 
based on input from the CAC, OUCC and other parties
 No disconnect switch required for Level 1 interconnections
 Enhanced website for customer questions about distributed 

generation
 Enhanced customer communications to identify Vectren deadlines 

for completion of review and explain next steps
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Global Scenario Backdrop Assumptions

 Base forecasts apply for:
 Natural gas
 Coal
 Wholesale (MISO) market energy
 Carbon
 Capital cost

 All scenarios will determine expansion plan according to reserve 
margin requirements plus any scenario‐specific constraints (i.e. 
renewable energy standard)

MISO – Midcontinent Independent System Operator
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MISO Transmission Expansion Plan (MTEP)

 The MTEP is an annual plan established for MISO and its 
member companies

 The MTEP must ensure the reliable operation of the 
transmission system, support achievement of state and federal 
energy policy requirements, and enable a competitive energy 
market to benefit all customers
 The planning process must be done in conjunction with an 

inclusive stakeholder process
 The most current MTEP being worked on is for the year 2015 more 
commonly known as the MTEP 15

MISO – Midcontinent  Independent System Operator
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Scenarios

 Base scenario
 Forced coal unit retirement scenario
 Mandated renewable portfolio standard (RPS) scenario
 Increased renewables portfolio
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Forced Coal Unit Retirement Scenario

 This scenarios forces a coal unit retirement due to an 
unforeseen issue, such as a breakdown of an existing 
unit
 This scenario could possibly lead to a need for more DSM 

or require a new build option

DSM – Demand Side Management
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Mandated Renewable Portfolio Standard (RPS) Scenario

 This scenario assumes a 20% RPS mandate by 2025
 Current Indiana goal is 10% by the year 2025
 The scenario will take the MTEP 15 mid mandate percentage 
of 20% along with Indiana’s renewable portfolio goal year of 
2025
 Distributed generation (DG) and energy efficiency (EE) will be 
included in the 20% along with renewables

 Strategist will scale up the percentages to the 20%
 The RPS Scenario will have Vectren meet 8% by 2018, 14% by 
2024, and 20% by 2025

RPS – Renewable Portfolio Standard MTEP – MISO Transmission Expansion Plan
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Renewable Portfolio Standard Policies
Source: www.dsieusa.org/2013
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Scenario Matrix

Base 
Scenario

Low Energy/Demand 
Forecast

Base Energy/Demand 
Forecast

High Energy/Demand 
Forecast (Modeled)

Plan
A1

Plan
B1

Plan
C1

Plan
A2

Plan
B2

Plan
C2

Plan
A3

Plan
B3

Plan
C3

Plan
A4

Plan
B4

Plan
C4

Forced Coal Unit 
Retirement 
Scenario

Mandated 
RPS Scenario

A

3

2

1

CB

High Energy/Demand 
Forecast (large 100 
MW addition)

4

MW – Megawatt RPS – Renewable Portfolio Standard
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Sensitivity Matrix

Sensitivities High Low Potential Sources

Natural Gas Forecasts +20% ‐20% MTEP 15

Coal Forecast +20% ‐20% MTEP 15

Market Energy Forecast +20% ‐20% MTEP 15

CO2 Forecast Synapse Mid  $10/Ton Synapse, 
MTEP 15

Capital Cost +30% ‐10% BMcD Tech Assessment

High Regulation Cost* $40m ‐ Future Regulatory Scenario

*See slide 35 for details
CO2 – Carbon Dioxide MTEP – MISO Transmission Expansion Plan BMcD – Burns and McDonnell
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Sensitivity Analysis / Risk Identification
Plan
A1

Plan
A2

Plan
C4

Base

Low Gas

High Gas

Low Coal

High Coal

Low Market

High Market

Low Carbon Price

High Carbon Price

Low Capital Cost

High Capital Cost

Each sensitivity is checked against each plan on slide 22 (Plan A1 through Plan C4)

NPV – Net Present Value is present value of time series of cash flows

High Regulation Cost

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV

Plan NPV Plan NPV Plan NPV
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Fuel Delivery Costs

 Natural Gas
 Transportation cost from Henry Hub to Vectren is included in 
the natural gas cost

 Coal
 Transportation and delivery costs are included to the coal 
cost

 The cost is an average cost with delivery between the plants 



26

Natural Gas Forecast

 The base case forecast is a combination of the EIA AEO 
2014 reference case gas forecast, Wood Mackenzie’s 
gas forecast, and a 3rd party consultant’s gas forecast 

 MTEP 15 natural gas sensitivities will be used for the 
high and low IRP sensitivities
 MTEP 15 assumption +20%
 MTEP 15 assumption ‐20%

EIA – U.S. Energy Information Administration AEO – Annual Energy Outlook IRP – Integrated Resource Plan
MTEP – MISO Transmission Expansion Plan
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Natural Gas Forecast (Delivered to Vectren)

MMBtu – Million British Thermal Units IRP – Integrated Resource Plan
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Coal Forecast

 The base case forecast is a combination of the EIA AEO 
2014 reference case coal forecast, Wood Mackenzie’s 
coal forecast, and a 3rd party consultant’s coal forecast 

 MTEP 15 coal sensitivities will be used for the high and 
low IRP sensitivities
 MTEP 15 assumption +20%
 MTEP 15 assumption ‐20%

EIA – U.S. Energy Information Administration AEO – Annual Energy Outlook IRP – Integrated Resource Plan
MTEP – MISO Transmission Expansion Plan
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Coal Forecasts (Average Plant Delivery Costs)

MMBtu – Million British Thermal Units IRP – Integrated Resource Plan
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Market (LMP) Forecasts 

 The market price forecast was developed by Burns & 
McDonnell for the length of the study

 MTEP 15 used for the high and low sensitivities
 MTEP 15 assumption +20% 
 MTEP 15 assumption ‐20% 

LMP – Locational Marginal Pricing MTEP – MISO Transmission Expansion Plan
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Base Market (LMP) Forecasts

The wholesale electric market prices were derived from fuel pricing assumptions and the 
market as part of the study

MWh – Megawatt Hour LMP – Locational marginal Pricing
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CO2 Costs Forecasts

 Base forecast
 Waxman‐Markey climate bill as a straw man for moderately 
stringent emission reduction program

 High forecast
 Synapse mid forecast

 Low forecast
 MTEP 15 mid case, which starts at $10.00/Ton

 Low and high sensitivities need coal, natural gas, and 
market price adjustments

CO2 – Carbon Dioxide MTEP – MISO Transmission Expansion Plan
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CO2 Cost Forecasts

CO2 – Carbon Dioxide IRP – Integrated Resource Plan MTEP – MISO Transmission Expansion Plan
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Capital Costs

 The Burns & McDonnell Technology Assessment + 30% 
and – 10% for capital costs 

 Also, consideration of base and sensitivity solar cost 
curves
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High Regulation Cost Sensitivity

 High regulation cost
 While Vectren continues to believe that it is unlikely that the 
state will require a cooling water tower retrofit at Culley
under regulations recently finalized implementing Clean 
Water Act §316b, Vectren has agreed to include as a 
scenario for a high cost sensitivity

 Construction costs would commence starting in 2022, after 
the required ecological and technological study feasibility 
period
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Questions?
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Stakeholder Feedback and Comments
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Next Steps

Schedule for the rest of 2014

August 15, 2014 Vectren public IRP stakeholder 
meeting two notes posted to 
www.Vectren.com/IRP

August 19, 2014 Deadline to submit 
comments/questions to 
IRP@vectren.com

Late September/early October 
2014

Third Vectren public IRP 
stakeholder meeting – final 
modeling results presented

October 31, 2014 Submit IRP document to IURC



Q&A - Vectren Integrated Resource Plan (“IRP”) Public Advisory Meeting 
August 5, 2014 

 
 
Questions (Q) /Answers (A) & Comments (C) /Response (R) 
 
Q: In reference to the last bullet on slide 8, “Between 2015 and 2034, conservation blocks 
range between $1,000 and $2,000 per kW (or $0.16 and $0.34 per kWh),” Where did 
those numbers come from? 
 
A: We started with known numbers from our recent market potential study.  Those are 
then inflated over that time period. 
 
Q: What rate are the DSM costs inflated over time? 
 
A: It’s about 2.8% per year. 
 
Q: In reference to a bullet under major assumptions on slide 8 “Each block costs more 
than the last per market potential study,” what is the rationale behind that? 
 
A: We recently had a market potential study conducted.  In that study, EnerNOC came up 
with three scenarios.  There was a low achievable, a recommended achievable, and a high 
achievable savings level.  The more aggressive you get with energy efficiency within 
those scenarios, the more expensive that next block is.  The low achievable is what I call 
the easy savings.  You don’t have to spend as much money for customers to achieve 
those savings.  When you go up to the next level it is a little bit more expensive to help 
customers achieve more savings. 
 
Q: Does that correlate with your percentage projections?  1-2% per year does not seem 
like that much.  It seems like that would be easy to achieve. 
 
A: In that modeling, the 1% correlates with the recommended savings. The 2% was 
consistent with what they called high achievable savings, so it is reflective of our market 
potential study. 
 
Q: Did you survey the industrial customers as they chose to opt-out?  Did you do any 
kind of market analysis or survey or ask them or inquire as to why they were opting out? 
 
A: Related to that, we have a requirement to inform them of the opt-out.  In many cases, 
our reps were talking to them about it.  Predominately, the feedback was the cost of the 
program.  The industrials traditionally feel like they can control energy efficiency 
themselves.  Typically, we heard two different types of feedback; (1) we believe that we 
have done everything that we can do cost effectively, and (2) we can do it more cost 
effectively on our own. 
 
 



Q: So you did not do a systematic survey of industrial customers? 
 
A: No. 
 
Q: Two part question (1) has Vectren expressed an opinion to the state of Indiana as to 
whether or not you would encourage a state plan or allow it to default to the federal EPA?  
(2) Has Vectren presented testimony or written comments yet at the EPA field hearings 
or do you intend to submit the company’s view on the new carbon rule?  
 
A: We plan to submit comments.  Those are not due until October 16th.  We did not 
submit comments on the field hearings as we are in the middle of a MATs filing.  We’ve 
not expressed any opinions to the state at this point.  We are getting ready to meet with 
the state, just very preliminarily with some other utilities to go over EPAs assumptions 
and building blocks that they use in the model and to get the state’s first impressions. I’ve 
not gotten any feedback from the state that they are not currently working towards how 
they would implement their own program. 
 
Q: In reference to the first bullet on slide 10, “Vectren has reduced carbon emissions by 
23% since 2005,” could you give us an indication of what took place to get there? 
 
A: One was the shutdown of Culley 1.  We have also done some pretty extensive turbine 
upgrades, where we have gotten heat rate improvements on our plants.  We have also lost 
some of our municipal purchased power contracts, which have reduced our CO2 
emissions.  Our energy efficiency programs have also helped.  Additionally, we have 
added renewables, our wind purchases, and added our Blackfoot landfill gas facility.   
 
Q: Does Vectren believe that you don’t have to do anything for this clean air 
requirement? 
 
A: No. Not at all.  I think that all utilities are going to have to do something to comply.  
Not knowing what the state is thinking and how the state would give credit for early 
reductions, it is hard to say.  The state has a lot of flexibility in how to meet the target. 
 
We will be continuing energy efficiency programs because that is a part of who we are. 
That is a piece of it.  We will work with the state on how this comes together, but as a 
part of that our focus will be how we best protect our customers.  We want to make sure 
that our customers are protected well. 
 
Q: Are there any other proposals for cogeneration? 
 
A:  There are always going to be some discussions there.  We have nothing to share 
publically. 
 
C: In reference to slide 12, our hand-outs do not show the chart. 
 
R: The cost curve is proprietary information form Burns and McDonnell. 



Q: Is Vectren doing anything to encourage customers to move to distributed generation? 
 
A: We have tried to make the process easier.  Customers did not always know what the 
process was or what to expect next.  We think that this helps.  We are not out advertising 
for distributed generation, largely because we have not had a strong need for capacity on 
our system.   
 
C: I really appreciated when you started running commercials about energy efficiency 
and Conservation Connection.  You were out front, and it was very positive.  When you 
say that you don’t anticipate the need for additional resources, I’m wondering if that is a 
valid statement.  If you want to be out in front of the curve, like you have on many things, 
I would think that you would want to promote distributed generation. 
 
R:  The integrated resource planning process should give us guidance as to what future 
needs are.  If we end up needing generation, then this process will help tell us how to 
meet that need.  If that modeling would suggest solar, then we can decide the best way to 
implement it.         
 
Q: Where on the website are the new guidelines for interconnection? 
 
A: On www.vectren.com, it is under the Residential-Service Request, Customer-Owned 
Generation.  It is also under Residential-Rates & Regulatory Information, Customer –
Owned Generation, and under the same path in the business tab. 
 
https://www.vectren.com/Residential_Customers/Service_Request/Customer-
Owned_Generation.jsp 
 
Q: In reference to the graph on slide 13, what causes the bump in solar adoption around 
2025? 
 
A: The main reason for the bump is higher market penetration.  After a certain point the 
market starts to get saturated and growth will slow. 
 
Q: Do you differentiate between utility scale solar and customer owned distributed 
generation? 
 
A: Yes.  The customer owned distributed generation forecast is imbedded in the energy 
and demand forecast.  Utility scale solar is included as a potential resource option in our 
Strategist modeling.  Should there be a need, it will compete with DSM, gas turbines, and 
all other supply side options that are included in the modeling. 
 
Q: In reference to slide 24, what does the green shading and red circle indicate? 
 
A: The green represents an expansion plan with the lowest net present values over the 
widest range of sensitivities.  It is for illustrative purposes and is not indicative of runs 
that have been made. 



 
Q: What is the definition of the on-peak forecast? 
 
A: It is the monthly average of typical on-peak hours (7:00 a.m. to 10:00 p.m.) Monday 
through Friday. 
 
C: These curves should be more like a hockey stick.  It seems like the curve will really go 
up after 2024. 
 
R: There is a lot of uncertainty in the future.  I cannot tell you exactly how this will play 
out.  We will take more input if you have other input.  The EPA reductions are out 
through 2030 at this point. 
 
C: We are talking about a 30% reduction by 2030 under the Clean Power Plan, but all the 
people that I talk to in the climate science world say that is not enough.  It seems like that 
understanding should be taken into consideration too. 
 
R: No response.   
 
Q: What are the gross domestic product assumptions for all of these graphs?  Is it based 
on a static state economy that does not grow?  Is it based on 1% or 2%? 
 
A:  Speaking for the energy forecast, Moody’s economy.com supplies our GDP forecast.  
Our forecast grows by an average of 1% per year throughout the forecast. 
 
Additionally, the Annual Energy Outlook from the EIA and the other forecasts that we 
use incorporate economic drivers in their forecasts.  We will be glad to look into their 
forecasts and provide you with more information on their assumptions.  [These forecasts 
show expected long term economic growth between 0.9% and 2.4%.] 
 
We use the best information that we have and believe it to be a reasonable approach.  
Keep in mind that this is a 20 year forecast.  It is very difficult to predict what will 
happen in 20 years, so we use a low, base, and high forecast for each of these 
assumptions.  We put them together to come up with the best prediction possible of what 
might happen.  
 
C: This may be external to the entire conversation, but I look at exports. There are 
companies in this country that want to export liquefied natural gas to foreign countries.  
Apparently there are some of these facilities in the permit stage.  If we start exporting 
huge amounts of natural gas to these countries, that is going to affect price domestically, 
both on the spot price and long-term forecasts.  That is an externality that doesn’t seem to 
be a part of these models.   
 
R:    There are lots of things that may drive up demand.  The question is what impact 
does it have on cost.  Even factoring all these things in, our position on gas cost is very 
well known.  We believe that these models have taken into consideration as to how much 



export there is going to be, industrial demand, power plant increases, and natural gas 
vehicles.  The experts we use do their best.  We look at their assumptions and feel that 
they are reasonable.  We feel that all of these inputs are taken into consideration.  Don’t 
forget that we are also looking at +/- 20% of the base.   
 
Additionally, please keep in mind that these IRPs are filed every two years.  As we get 
new information, it will be incorporated into our process during the next cycle.  It is an 
iterative process. 
 
Q:  Can you next time plot the Synapse high forecast on the graph? 
 
A:  

 
 
Q: Do any of your forecasts assume conversion of your coal units to natural gas? 
 
A: That is not a baseline assumption. 
 
C: It would seem that you should model it. 
 
R:  We cannot get into explaining all of the details behind our decision to look at various 
plan options without crossing into the MATs case.  
 



Q: Referring to slide 20, If a mandatory 20% standard is enacted, do you see Vectren 
incenting distributed solar? 
 
A:  We will work through the integrated resource planning process and see if solar is 
selected.  If so, then we would look at how to implement it. 
 
C: It seems like you should retire A.B. Brown by 2034.  
 
R: We cannot respond to that due to our pending MATs case.   
 
Q: Is it an option to have a utility based, municipal, private, or not for profit solar farm? 
 
A: Utility scale solar is one of the options that the model will consider.   If solar is 
selected, we would figure out how to procure it down the road. 
 
Q: Of the 20-30% of large customers that have not opted out, are they waiting on rebates 
of any kind, or do they truly want to participate?  What is the status? 
 
A:  The number of customers that we have had opt out is small, in the 20-30 range.  We 
have had discussions with one of our large customers that have a pending large energy 
efficiency project that will be participating in our rebate program.  The only comment 
that they made was that they would reevaluate the opt-out after completion of the project.  
The remaining group of customers is typically smaller.  We have not had feedback from 
them on where they stand.  When a customer considers this, our sales reps do speak with 
them about their options. 
 
Q:  I have not heard anything about demand response.  Is there any relation to Senate Bill 
340 and demand response? 
 
A: I do not believe that there was anything in the Senate Bill 340 legislation related to 
demand response.  We do have demand responses options available to our customers.  
We may very well look at demand response options in the future, depending on what the 
results of the IRP show. 
 
Q: I have a question about the comment that MISO controls the dispatch.  Can’t Vectren 
assign a must run status? 
 
A: There are conditions under which that you can request units to must run.  An example 
would be capability testing, which is required by FERC.  Usually that is a short period of 
time.  Testing for environmental compliance would be another example.  Generally it is 
driven by some requirement that you are required to meet.  We are very cautious about a 
must run status because we want to provide the lowest cost to the customer.   
 
C: As most of you know, I’m very pro economic growth.  I want Vectren to do well and 
be solid corporate citizens in this community.  A few weeks ago, the Indiana Economic 
Development Commission had their board meeting at the Ford Center with the Governor.  



They indicated that since the first of the year $3.2 billion dollars in capital investments in 
the state of Indiana, but not in Evansville or Vanderburgh County.  They said that this 
represented 14,000 jobs.  If you don’t have capital investment in your community, I don’t 
see how you can sell more electricity.  I know that you have a division of your company 
and people dedicated to economic development.  There are a lot of people in this 
community that are unemployed/under employed.  I’m not a Vectren stock holder, so I 
don’t have a dog in this fight.  I’m not affected directly in terms of your profitability, but 
I think that this is something that you need to take a look at.  As the third largest 
residential municipality in the state of Indiana, this is a problem.   
 
R:  We are very focused economic development.  You are right; we have dedicated 
people for economic development.  Rick Schach [Senior Vice President, Utility Ops & 
President of VUHI] has recently joined an advisory committee for IEDC.  We have been 
directly involved; he will be more directly involved. Often times it depends on where a 
company wants to land, but I will tell you that we are very focused on this issue, maybe 
more than ever before.  You all know that SABIC will be dropping some load.  We want 
to replace that.  We cannot get into all of the opportunities that we are looking at with 
various companies, but we can talk about a few of them.  As an example, the Berry 
Plastic’s addition is big for the city.  Frankly, I’m not sure if everyone in the city knows 
the size of Berry Plastics and what they mean to the city in terms of jobs.  That addition 
was huge.  It is a very big deal for our city.  Obviously the hotel is going to be a 
significant user of electricity, as well as the medical facility that is presumably coming to 
Evansville. They both mean lots of jobs.  We have other potential customers that we are 
working with that we cannot comment on.  We share your concern.  We understand that 
the state may be more successful in other places.  We are looking at and participating in 
things to bring more entrepreneurism.  We have people involved with Gage and the 
Southwest Indiana Economic Development Corporation.  We will continue to do that.  
There is nothing any bigger.  We always say that we want to be a community minded 
company.  We also acknowledge that if the communities are successful, we do better.  
 
Q:  Is there a feeling about how to empower customers with self-generation with policies, 
such as third party net metering?  This would allow customers to invest in roof top solar 
as a hedge against the future.  Are you open to policies that would permit your customers 
to self-generate? 
 
A:  We are open to policies that help all of our customers have lower costs.  We have cost 
control initiatives through performance management and strategic sourcing.  We are 
trying to hold our O&M flat for many years, post 2012.  We are attempting to manage the 
electric business to a rate base neutral approach, which means basically that rates don’t 
go up because we are net adding to rate base.  Our rates are established by giving us a 
return on capital.  If our depreciation and our adds that we put into our system are net 
zero, then we don’t raise rates.  We are very focused on the rate issue.  Our focus will be 
on what is good for all customers.  We are not likely to promote a system for a customer.  
What we want to do is what makes sense for most of the customers and that the costs are 
treated fairly across all customers.     
 



C: I would encourage you to look at those policies that allow customers to install roof top 
solar like opening up virtual net metering, which would allow community solar.  This 
would allow renters or people with shaded lots to tap into a solar resource.  Third party 
financing has led to a boom.  Solar, coupled with natural gas generation, can be a win, 
win for everybody.  It allows home owners to keep costs low and hedge against the 
future.   Generally speaking, I would like to thank you for hearing us out and for having 
us.  I have to work with Vectren hand in hand, and I appreciate the steps that you are 
taking to improve that process.  I’m willing to work with you to further help improve that 
process.  
 
R:  I appreciate your comments.  We will reach out to you in that regard.  I will tell you 
that we are not in any way shape or form opposed to solar.  There are all kinds of positive 
reasons for solar, but we don’t want to turn today, our integrated resource plan 
stakeholder meeting, into a debate on solar.  I understand your points on the positive side, 
and obviously, we are really focused on the costs side.  We will continue to look at what 
makes the most sense. 
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IRP Timeline

1. Identify key objectives and metrics Complete
2.  Gather information on key trends and drivers Complete
3.  Develop generation and demand‐side options  Complete
4. Develop process for evaluating alternatives   Complete
5. Discuss approach, data inputs, scenarios/

sensitivities with stakeholders                                Complete
6. Perform analysis and develop portfolios    Complete
7. Preview plan with stakeholders              Today                      
8.    File IRP By Nov. 1st             
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Meeting Guidelines

1. Please hold most questions until the end of the presentation 
(clarifying questions about the slides are fine throughout)

2. Vectren will present for approximately 1 hour and 15 
minutes

3. For those on the phone, we will open the (currently muted) 
lines for questions within the allotted time frame

4. At the end of the presentation, we will open up the floor for 
clarifying questions, thoughts, and ideas

5. Unfortunately there is no more time for additional questions 
at IRP@vectren.com prior to filing

6. Questions  asked  at this meeting will be answered here or 
later 
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 Overview of base energy and 
demand forecast

 Demand side management
 Distributed energy resources
 Generation overview
 Environmental overview
 Base planning inputs
 Generation planning road map

Recap of March 20th Vectren Public Stakeholder 
Meeting
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Recap of August 5th Vectren Public Stakeholder Meeting

 Topical updates (DSM & Clean 
Power Plan)

 Key market drivers
 Forecast of solar cost and 

penetration
 Review of final demand 

forecast
 Fuel, market, and CO2

forecasts
 Discussion of scenarios
 Discussion of sensitivity/risk 

analysis

DSM – Demand Side Management
CO2 – Carbon Dioxide
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Agenda

 Topical updates since last meeting
 Review of scenario and resource plan development
 Review of resource plans
 Review of sensitivity analysis
 Questions and comments
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Scenarios Recap

 Base Scenario
 Coal Unit Shutdown Scenario
 Shutdown F.B. Culley Unit 2

 Mandated Renewable Portfolio Standard (RPS) 
Scenario
 Increased renewables portfolio
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Planning Reserve Requirement vs. Existing Fleet UCAP (2015‐2034)
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Conservation Modeling
 Conservation (DSM) embedded in all sales forecasts:

 2015‐2019 1.0% per year included*
 2020‐2034 0.5% per year included

 Modeled additional DSM as a resource option
 Created savings blocks based on .5% eligible sales to compete with supply side 

options
 Levelized costs are based on most recent market potential study and recent DSM 

filing

 Total of 1.5% of eligible sales per year** available throughout the forecast 
period (including embedded):
 High end potential based on the Clean Power Plan (111d)

 Major assumptions
 Assumes 80% of large customers opt out of conservation programs
 Conservation costs increase over time per market potential study
 Each block costs more than the last per market potential study
 Conservation programs must run for 3 consecutive years

DSM – Demand Side Management

* 1.25% through 2019 in low forecast
**2% of eligible sales was available 2018‐2019 per the market potential study, but was not selected
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Resource Plan Development

 Twelve (12) unique resource plans:
 Three (3) unique scenarios applied to four (4) different load 

forecasts
 Base forecasts apply for:
 Natural Gas
 Coal
 Wholesale (MISO) market energy
 Carbon
 Capital cost for new alternatives

 Planning constraints:
 Maintaining planning reserve margin (PRM) requirement
 Scenario‐specific (unit retirement or renewable energy)

 Resource plan objective is minimized cost

PRM – Planning Reserve Margin
MISO – Mid Continent Independent System Operator 
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Energy Sales 
Case : Base Forecast

Scenario : Base Unit Shutdown RPS
Plan ID : Plan A1 Plan B1 Plan C1

2015
2016
2017
2018

2019
0.5% EE Block
(2019‐2034)

2020
Shutdown F.B. 

Culley 2
0.5% EE Block
(2020‐2034)

2021
2022
2023

2024 Solar PV (1x50 MW)

2025 Solar PV (4x50 MW)
2026
2027
2028
2029
2030
2031
2032
2033
2034

NPV*                     $4,874,614 $4,848,213 $4,991,616
% Difference 0.0% ‐0.5% 2.4%

Resource Plans – Base Forecast

NPV – Net Present Value (@ 5.60%, 2014$) *Adj for Wholesale Margin ($000)     
PV – Photovoltaic     
RPS – Renewable Portfolio Standard     
EE – Energy Efficiency
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Annual Cost Comparison – Base Sales Forecast

RPS – Renewable Portfolio Standard     
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Energy Sales 
Case : Base Forecast Low Forecast High (modeled) Forecast High (large load addition) Forecast

Scenario : Base Unit Shutdown RPS Base Unit Shutdown RPS Base Unit Shutdown RPS Base Unit Shutdown RPS
Plan ID : Plan A1 Plan B1 Plan C1 Plan A2 Plan B2 Plan C2 Plan A3 Plan B3 Plan C3 Plan A4 Plan B4 Plan C4

2015
2016

2017
0.5% EE Block
(2017‐2034)

2018
0.5% EE Block
(2018‐2034)

2019
0.5% EE Block
(2019‐2034)

2020

Shutdown 0.5% EE Block Shutdown 0.5% EE Block 1.0% EE Block 1.0% EE Block CCGT (200 
MW) 0.5% EE Block

F.B. Culley 2 (2020‐2034) F.B. Culley 2 (2020‐2034) ('20‐'34) (2020‐2034) Shutdown (2020‐2034)
Shutdown F.B  Culley 2
F.B. Culley 2

2021
2022
2023

2024
Solar PV Solar PV Solar PV

(1x50 MW) (1x50 MW) (2x50 MW)

2025
Solar PV Solar PV  Solar PV Solar PV

(4x50 MW) (4x50 MW) (4x50 MW) (4x50 MW)
2026
2027
2028
2029
2030

2031 Mkt Cap (2MW)

2032 Mkt Cap (6MW)

2033 Mkt Cap (8MW)

2034
Solar PV

(1x50 MW)

NPV* $4,874,614  $4,848,213  $4,991,616  $4,771,789  $4,739,585  $4,871,859  $5,064,159  $5,049,163 $5,168,352  $5,156,487  $5,254,385  $5,283,860 

% Difference 0.0% ‐0.5% 2.4% 0.0% ‐0.7% 2.1% 0.0% ‐0.3% 2.1% 0.0% 1.9% 2.5%

Resource Plans – All Sales Forecasts

NPV – Net Present Value (@ 5.60%, 2014$) *Adj for Wholesale Margin ($000)     
PV – Photovoltaic  Mkt Cap – Market Capacity
RPS – Renewable Portfolio Standard      EE – Energy Efficiency
% Difference –calculated from Base Scenario base plan
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Scenario Net Present Value Matrix

Base 
Scenario

Base Energy 
Forecast

Low Energy 
Forecast

High Energy 
Forecast

$4,874,614
0.5%

$4,848,213
0.0%

$4,991,616
2.9%

$4,771,789
0.7%

$4,739,585
0.0%

$4,871,859
2.7%

$5,064,159
0.3%

$5,049,163
0.0%

$5,168,352
2.4%

$5,156,487
0.0%

$5,254,385
1.9%

$5,283,860
2.4%

Unit 
Shutdown 
Scenario

Mandated 
RPS Scenario

A

3

2

1

CB

Alternate High 
Energy Forecast 

(100MW addition)
4

NPV = 2014 $000’s @ 5.6%

Note: Percent difference is reported on the same sales forecast basis

RPS – Renewable Portfolio Standard 
NPV – Net Present Value    
MW – Mega Watt
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Sensitivity Matrix

Sensitivities High Low Potential Sources

Natural Gas Forecasts +20% ‐20% MTEP 15

Coal Forecast +20% ‐20% MTEP 15

Market Energy Forecast +20% ‐20% MTEP 15

CO2 Forecast $15.5/Ton $10.3/Ton Synapse, 
MTEP 15

Capital Cost +30% ‐10% BMcD Tech Assessment

High Regulation Cost* $40m ‐ Future Regulatory Scenario

*See Supplemental slide  25 for details

CO2 – Carbon Dioxide
MTEP – MISO Transmission Expansion Plan
BMcD – Burns and McDonnell
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Sensitivity Analysis – Base Sales Forecast
Base

(Plan A1)
Unit Shutdown

(Plan B1)
RPS

(Plan C1)

Base

High Gas

Low Gas

High Coal

Low Coal

High Market

Low Market

Low Carbon Price

High Carbon Price

High Capital Cost

Low Capital Cost

NPV – Net Present Value is present value of time series of cash flows

High Regulation Cost

$4,874,614 $4,848,213 $4,991,616

$4,908,570 $4,883,867 $5,024,377

$4,826,209 $4,797,668 $4,944,615

$5,268,181 $5,221,310 $5,381,876

$4,471,184 $4,466,032 $4,591,643

$4,727,528 $4,737,505 $4,821,102

$4,957,322 $4,895,134 $5,099,072

$4,704,763 $4,681,858 $4,836,921

$5,336,590 $5,302,147 $5,415,470

$4,874,614 $4,848,213 $5,047,790

$4,874,614 $4,848,213 $4,972,892

$4,900,481 $4,867,614 $5,017,484

0.0% ‐0.5% 2.4%

0.7% 0.2% 3.1%

‐1.0% ‐1.6% 1.4%

8.1% 7.1% 10.4%

‐8.3% ‐8.4% ‐5.8%

‐3.0% ‐2.8% ‐1.1%

1.7% 0.4% 4.6%

‐3.5% ‐4.0% ‐0.8%

9.5% 8.8% 11.1%

0.0% ‐0.5% 3.6%

0.0% ‐0.5% 2.0%

0.5% ‐0.1% 2.9%
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Sensitivity Analysis – Alternate High Sales Forecast
Base

(Plan A4)
Unit Shutdown

(Plan B4)
RPS

(Plan C4)

Base

High Gas

Low Gas

High Coal

Low Coal

High Market

Low Market

Low Carbon Price

High Carbon Price

High Capital Cost

Low Capital Cost

High Regulation Cost

$5,156,487 $5,254,385 $5,283,860

$5,192,745 $5,317,261 $5,318,391

$5,105,576 $5,163,552 $5,234,683

$5,556,624 $5,646,923 $5,679,926

$4,745,742 $4,853,216 $4,877,383

$5,049,403 $5,098,566 $5,147,775

$5,194,651 $5,328,227 $5,353,361

$4,970,102 $5,093,626 $5,112,573

$5,665,492 $5,711,718 $5,749,275

$5,156,487 $5,322,627 $5,441,585

$5,156,487 $5,231,638 $5,240,428

$5,182,354 $5,273,786 $5,309,727

0.0% 1.9% 2.5%

0.7% 3.1% 3.1%

‐1.0% 0.1% 1.5%

7.8% 9.5% 10.2%

‐8.0% ‐5.9% ‐5.4%

‐2.1% ‐1.1% ‐0.2%

0.7% 3.3% 3.8%

‐3.6% ‐1.2% ‐0.9%

9.9% 10.8% 11.5%

0.0% 3.2% 5.5%

0.0% 1.5% 1.6%

0.5% 2.3% 3.0%

NPV – Net Present Value is present value of time series of cash flows

Note: Percent difference calculated from Base Scenario base plan
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Sensitivity Analysis – Risk Factors

‐8.3%

‐3.5%

‐3.0%

‐1.0%

0.0%

0.7%

1.7%

8.1%

9.5%

‐10.0% ‐8.0% ‐6.0% ‐4.0% ‐2.0% 0.0% 2.0% 4.0% 6.0% 8.0% 10.0%

Base Load Forecast‐Base Scenario

Coal

Coal

CO2

CO2

Mkt

Mkt

Natural Gas



2120‐Yr NPV Delta of Costs,
Base Scenario less Unit Shutdown Scenario

NPV – Net Present Value is present value of time series of cash flows
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Considerations

 Base and unit shutdown scenarios are  cheaper than 
RPS

 There is a very small cost difference between the base 
and unit shutdown scenarios

 Decision to shutdown FBC2 in 2020 should not be 
made today due to future, near‐term uncertainties
 Future GHG regulations?
 SABIC back‐up power supply?
 Future large load addition?
 MISO constraints?

FBC2 – F.B. Culley Unit 2
GHG – Greenhouse  Gas
RPS – Renewable portfolio standard
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Analysis Conclusions

 Current fleet with ongoing EE represents low cost 
portfolio to meet energy requirements across range of 
forecasts and assumption sensitivities considered

 Depending on outcome of future, near term 
uncertainties, there may be benefit in shutting down 
FBC2 in 2020’s

 Under all RPS scenario sales forecasts, combination of 
additional conservation and solar is preferred resource

EE – Energy Efficiency
FBC2 – F.B. Culley Unit 2
RPS – Renewable Portfolio Standard
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Next Steps

 Finish writing our IRP
 Contemporary Issues Conference Oct. 23rd

 Submit to the IURC before Nov. 1st

 Unfortunately there is no more time for additional 
questions at IRP@vectren.com prior to filing

 IRP and Non‐Technical IRP Summary posted to 
www.vectren.com/irp in early November

 Per the proposed IRP rule, stakeholders will have 90 days 
to send comments to the IURC regarding our IRP once it is 
filed

 Begin the process again in late 2015 for 2016 IRP
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Questions?
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Supplemental Material
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Vectren Generating Facilities
A.B. Brown Power Plant –
Mt. Vernon, Ind., Posey County

—2 units (coal) – 490 MW (Built in 1979 & 1986)
—2 units (natural gas) – See Peaking Units below  

F.B. Culley Power Plant –
Newburgh, Ind., Warrick County

—2 units (coal) – 360 MW (Built in 1966 & 1973)

Warrick Unit 4 –
Newburgh, Ind., Warrick County

—1 unit shared with Alcoa (coal) – 150 MW of 300 MW (Built in 1970)

Natural Gas Peaking Units –
Evansville, Ind., Vanderburgh County and Mt. Vernon, Ind., Posey County

—A.B. Brown – 150 MW (Built in 1991 & 2002)
—Broadway Ave. – 65 MW (Built in 1981)
—Northeast – 20 MW (Built in 1963 & 1964)

MW =  Megawatt = 1,000 KW (Kilowatts)
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High Regulation Cost Sensitivity

 High regulation cost
 While Vectren continues to believe that it is unlikely that the 
state will require a cooling water tower retrofit at Culley
under regulations recently finalized implementing Clean 
Water Act §316b, Vectren has agreed to include as a 
scenario for a high cost sensitivity

 Construction costs would commence starting in 2022, after 
the required ecological and technological study feasibility 
period
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Renewable Energy

 Wind PPA’s (Benton County & Fowler Ridge)
 Wind Energy from these 80 MW contracts has 

ranged from 195,734 MWH to 214,618 MWH 
during the last 4 years

 Blackfoot Landfill Gas Project
 Renewable Energy from this 3 MW facility has 

ranged from 12,196 MWH to 17,088 MWH 
during the last 4 years

PPA – Purchase Power Agreement
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Vectren Capacity

Other Capacity
Wind Purchase ‐ 80 MW
OVEC ‐ 32 MW
Total Other ‐ 112 MW

Vectren Installed Capacity
Coal ‐ 1,000 MW
Gas Peaking ‐ 235 MW
Landfill Gas ‐ 3 MW
Vectren Installed ‐ 1,238 MW

Total Installed Capacity = 1,350 MW

MISO – Midcontinent  Independent System Operator, Inc.
PPA – Purchase Power Agreement 
OVEC – Ohio Valley   Electric Corporation – Vectren’s 1.5% ownership share was 
acquired in 1953
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Fuel Delivery Costs

 Natural Gas
 Transportation cost from Henry Hub to Vectren is included in 
the natural gas cost

 Coal
 Transportation and delivery costs are included in the coal 
cost

 The cost is an average cost with delivery between the plants 
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Natural Gas Forecast

 The base case forecast is a combination of the EIA AEO 
2014 reference case gas forecast, Wood Mackenzie’s 
gas forecast, and a 3rd party consultant’s gas forecast 

 MTEP 15 natural gas sensitivities will be used for the 
high and low IRP sensitivities
 MTEP 15 assumption +20%
 MTEP 15 assumption ‐20%

EIA – U.S. Energy Information Administration AEO – Annual Energy Outlook
MTEP – MISO Transmission Expansion Plan IRP – Integrated Resource Plan
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Natural Gas Forecast (Delivered to Vectren)

MMBtu – Million British Thermal Units
IRP – Integrated Resource Plan
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Coal Forecast

 The base case forecast is a combination of the EIA AEO 
2014 reference case coal forecast, Wood Mackenzie’s 
coal forecast, and a 3rd party consultant’s coal forecast 

 MTEP 15 coal sensitivities will be used for the high and 
low IRP sensitivities
 MTEP 15 assumption +20%
 MTEP 15 assumption ‐20%

EIA – U.S. Energy Information Administration AEO – Annual Energy Outlook
MTEP – MISO Transmission Expansion Plan IRP – Integrated Resource Plan
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Coal Forecasts (Average Plant Delivery Costs)

MMBtu – Million British Thermal Units IRP – Integrated Resource Plan
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Market (LMP) Forecasts 

 The market price forecast was developed by Burns & 
McDonnell for the length of the study

 MTEP 15 used for the high and low sensitivities
 MTEP 15 assumption +20% 
 MTEP 15 assumption ‐20% 

LMP – Locational Marginal Pricing MTEP – MISO Transmission Expansion Plan
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Base Market (LMP) Forecasts

The wholesale electric market prices were derived from fuel pricing assumptions and the 
market as part of the study

MWh – Megawatt Hour LMP – Locational marginal Pricing
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CO2 Costs Forecasts

 Base forecast
 Waxman‐Markey climate bill as a straw man for moderately 
stringent emission reduction program

 High forecast
 Synapse mid forecast

 Low forecast
 MTEP 15 mid case, which starts at $10.00/Ton

 Low and high sensitivities need coal, natural gas, and 
market price adjustments

CO2 – Carbon Dioxide MTEP – MISO Transmission Expansion Plan
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CO2 Cost Forecasts

CO2 – Carbon Dioxide IRP – Integrated Resource Plan
MTEP – MISO Transmission Expansion Plan
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Base Forecast – RPS Scenario Requirement
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Conservation Existing Wind Landfill Gas Cust‐Owned DG RPS Requirement

2018 = 8% RPS Requirement
2024 = 14% RPS Requirement
2025 = 20% RPS Requirement

50 MW of Solar PV = approx. 1.3% of Sales
50 MW of Wind  = approx 2.4% of Sales
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Low Forecast ‐ RPS Scenario Requirement
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Conservation Existing Wind Landfill Gas Cust‐Owned DG RPS Requirement

2018 = 8% RPS Requirement
2024 = 14% RPS Requirement
2025 = 20% RPS Requirement

50 MW of Solar PV = approx. 1.3% of Sales
50 MW of Wind  = approx 2.5% of Sales
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High Forecast – RPS Scenario Requirement
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Conservation Existing Wind Landfill Gas Cust‐Owned DG RPS Requirement

2018 = 8% RPS Requirement
2024 = 14% RPS Requirement
2025 = 20% RPS Requirement

50 MW of Solar PV = approx. 1.3% of Sales
50 MW of Wind  = approx 2.3% of Sales
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Alternate High Forecast – RPS Scenario Requirement
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Conservation Existing Wind Landfill Gas Cust‐Owned DG RPS Requirement

2018 = 8% RPS Requirement
2024 = 14% RPS Requirement
2025 = 20% RPS Requirement

50 MW of Solar PV = approx. 1.3% of Sales
50 MW of Wind  = approx 2.3% of Sales
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Sensitivity Analysis – Low Sales Forecast
Base

(Plan A2)
Unit Shutdown

(Plan B2)
RPS

(Plan C2)

Base

High Gas

Low Gas

High Coal

Low Coal

High Market

Low Market

Low Carbon Price

High Carbon Price

High Capital Cost

Low Capital Cost

NPV – Net Present Value is present value of time series of cash flows

Note: Percent difference calculated from Base Scenario base plan

High Regulation Cost

$4,771,789 $4,739,585 $4,871,859

$4,804,936 $4,774,367 $4,904,004

$4,724,382 $4,690,021 $4,825,580

$5,162,681 $5,110,118 $5,259,798

$4,371,289 $4,360,256 $4,474,450

$4,610,079 $4,613,296 $4,689,627

$4,870,385 $4,803,750 $4,992,076

$4,608,762 $4,579,376 $4,722,725

$5,215,962 $5,175,885 $5,282,560

$4,771,789 $4,739,585 $4,915,631

$4,771,789 $4,739,585 $4,857,268

$4,797,656 $4,758,986 $4,897,726

0.0% ‐0.7% 2.1%

0.7% 0.1% 2.8%

‐1.0% ‐1.7% 1.1%

8.2% 7.1% 10.2%

‐8.4% ‐8.6% ‐6.2%

‐3.4% ‐3.3% ‐1.7%

2.1% 0.7% 4.6%

‐3.4% ‐4.0% ‐1.0%

9.3% 8.5% 10.7%

0.0% ‐0.7% 3.0%

0.0% ‐0.7% 1.8%

0.5% ‐0.3% 2.6%
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Sensitivity Analysis – High Sales Forecast
Base

(Plan A3)
Unit Shutdown

(Plan B3)
RPS

(Plan C3)

Base

High Gas

Low Gas

High Coal

Low Coal

High Market

Low Market

Low Carbon Price

High Carbon Price

High Capital Cost

Low Capital Cost

High Regulation Cost

$5,064,159 $5,049,163 $5,168,352

$5,099,475 $5,086,180 $5,202,306

$5,014,048 $4,997,322 $5,119,822

$5,462,101 $5,425,041 $5,562,663

$4,655,886 $4,663,907 $4,763,874

$4,943,471 $4,956,522 $5,022,702

$5,116,818 $5,076,415 $5,248,386

$4,881,866 $4,876,097 $4,999,192

$5,563,573 $5,525,040 $5,628,969

$5,064,159 $5,050,009 $5,224,526

$5,064,159 $5,048,881 $5,149,626

$5,090,027 $5,068,564 $5,194,219

0.0% ‐0.3% 2.1%

0.7% 0.4% 2.7%

‐1.0% ‐1.3% 1.1%

7.9% 7.1% 9.8%

‐8.1% ‐7.9% ‐5.9%

‐2.4% ‐2.1% ‐0.8%

1.0% 0.2% 3.6%

‐3.6% ‐3.7% ‐1.3%

9.9% 9.1% 11.2%

0.0% ‐0.3% 3.2%

0.0% ‐0.3% 1.7%

0.5% 0.1% 2.6%

NPV – Net Present Value is present value of time series of cash flows

Note: Percent difference calculated from Base Scenario base plan



Q&A - Vectren Integrated Resource Plan (“IRP”) Public Advisory Meeting 
September 24, 2014 

 
Questions (Q) /Answers (A) & Comments (C) /Response (R) 
 
C: I have a fundamental problem with the format that you have been following since the 
very beginning, holding questions until after the presentations are made.  It seems that if 
the stakeholder process is to work appropriately, an interchange of ideas can be far more 
important than making the session feel like a Jeopardy show.  There are statements and 
ideas that might be valid that stakeholders could offer,  but there has not been a real 
opportunity for that.      
 

R:  My response, particularly for today, is that the questions that our presenter 
will be able to answer are the ones that are related to the analysis that Burns and 
McDonnell has performed.  I’m suggesting that if there are policy questions, we 
wait for all the Vectren people to come up and have that discussion.  

 
Q: Referring to slide 8, does this slide only show the DSM that is imbedded in the 
forecast? 
 
 A: Yes.  This slide only shows what is imbedded in the sales forecast. 
 
Q: What do you mean by imbedded? 
 

A: When we say imbedded, we are saying that it is included in the sales forecast. 
In other words, there is a portion of the sales forecast that is hard wired.  Note that 
our modeling includes optionality to select additional DSM above and beyond 
what is already included in the sales forecast. 

 
Q: Referring to slide 11, are you saying that it is always hardwired in or are we talking 
about what is available to be selected? 
 

A: Both.  The imbedded is hard wired in at 1% 2015-2019.  An additional .5% is 
available as an option to be selected through 2019, for a maximum of 1.5%.  
[Note that 2% of eligible sales was available 2018-2019, per the market potential 
study, but was not selected.]  Beyond 2019, .5% is imbedded with the option of an 
additional 1% that could be selected, for a maximum of 1.5%. 

 
Q: Can you clarify why that was done? 
 

A: As discussed in prior meetings, conservation is something that Vectren 
believes in and is committed to.  There are also challenges with the modeling.  It 
adds to a lot of alternatives for selection.  We are simply trying to balance having 
some amount that is imbedded and some amount that is a choice. 

 



C: The report that came out from the meetings with the other utilities that were held last 
year, mentioned this as an issue as defined by part of that report.  The hard wiring was 
identified as something that was not desired. 
 

R: Who we are as a company is about conservation.  A number of years ago, we 
were a part owner of a facility called Edwardsport.  We made the decision that we 
were going to align with the customer in a greater way.  The way we would do 
that is through energy efficiency.  We had already done it on the gas side.  We 
wanted to do it on the electric side.  There is a base amount of energy efficiency 
that we are going to help customers achieve.  That is who we are and what we do; 
therefore, it has to affect our base forecast.  That is the driver of our thinking.  It is 
no different than any other thing that drives down usage.  We want to be aligned 
with our customers.  That is why it is in our base forecast. 

 
The report that you mentioned was why we built the extra conservation blocks for 
the model to select if needed.  We used our market potential study, which was 
done by a third party, to help price those blocks.  In that analysis, we looked at the 
potential through 2020 and used the high achievable savings potential.  We did 
not want to put an artificial cap on energy efficiency.  Beyond what we built in, 
we allowed the model to select additional energy efficiency if needed.  This is 
how we tried to balance it. 

 
Q: Conservation is such an enormously broad term.  Could you define how it is used 
here?  Are you talking about appliance efficiency standards, or are we talking about 
things that are being paid for like Vectren’s demand side management programs? 
 

A: We are referring to energy efficiency programs.  
 
Q: So it is external forces as well as internal steps? 
 

A: Known efficiency standards are included in the sales forecast.  Here we are 
talking about specific utility programs, like rebates.  This is utility sponsored,  
independent of what customers are doing on their own. 

 
Q: Do we know what assumptions are being made about appliance efficiency standards 
going forward that are included in the sales forecast? 
 

A: They are the Department of Energy (DOE) and other state standards that are 
currently promulgated in law and are known.  It is not a projection of potential, 
future DOE standards that are built into the sales forecast.  They are the known 
standards that are in law. 

 
 
 



Q: Let’s take new refrigerator standards for example.  As old refrigerators wear out and 
new ones are purchased, where is the effect of newer, more efficient refrigerator 
replacements captured in this process? 
 

A: It is included in the base [sales] models that we purchase from independent 
sources.  They factor those into the sales forecast. 

 
Q: For the unit shut down scenario, is 2020 hard wired, or does the model select that 
year? 
 
 A: It is hard wired. 
 
Q: What is the carbon plan assumption that underlies this analysis? 
 

A: There is a base carbon assumption that underlies all of these scenarios.  As 
shown on slide 39, it starts at about $13-14 per ton in 2020 and goes up to just 
under $30. 

 
 Q: Is there any modeling that reflects the EPA proposal [The Clean Power Plan, 111d]? 
 

A: This is a cost of carbon.  It is a proxy approach.  These assumptions were 
developed prior to the EPA’s proposal.  The EPA approach has 4 building blocks.  
Two of those are renewables and EE that we area already putting into the 
modeling.  The carbon price is on top of the two blocks that are being modeled 
today.   
 

Q: Does the Vectren coal supply sale have any effect on this base case? 
 
A: No. 
 

Q: Referring to slide 14, is the 2019 to 2020 jump the carbon tax? 
 
A: Yes. 
 

Q: So, if that is not enacted, these lines don’t mean anything? 
 
A: I wouldn’t say that. With 111d, there are going to be [cost] impacts around 
carbon and how utilities react to them.  We believe these are reasonable estimates 
given what we know today.  Nobody knows today how that final rule will look, 
but I do think that these are reasonable estimates.  It is the best information that 
we have today. 
 
 
 
 
 



Q:Referring to slide 16, what were the assumptions on the 5.6% on the net present value? 
 
A: That is the discount rate of the analysis.  That discount rate is in real dollars.  It 
is taking a nominal discount rate minus inflation.  It is a weighted cost of capital. 
 

Q: I find it interesting that gas conversion was not considered in any of this.  Could you 
talk a minute about that?  

 
A: With this IRP, we envisioned those scenarios that would drive a unique 
resource plan for Vectren and their customers.  This included unit shut down.  As 
far as gas conversion, we did not look at that.  We considered new resources that 
were available to meet the capacity need.  Utilities look at it, but there are a lot of 
unique site specific assumptions that need to be made.  Given the detail needed 
around that type of analysis, there was not enough time during this IRP cycle.   

 
Additionally, it costs a lot of money to convert a unit.  Referring to slide 21, this 
slide is showing that if you need the capacity there is a huge benefit to keeping it.  
I want to reiterate that there is a lot of uncertainty about customer load.  A lot of 
these decisions is going to be driven by what the customer load is going to be. 

 
Q: You also have extra capacity associated with Alcoa, which is next door.  Are the 
production costs that much different in one plant that the other?  You do have an equity 
position in that. 
 

A: We own one half of one of Alcoa’s units.  Our share is 150 MW, and it is in all 
of the capacity requirements that we have shown.  We need that 150 MW to meet 
capacity requirements.  The other units there are owned by Alcoa to operate their 
smelter. 

 
Q: What do you expect to know and when with regard to SABIC? 
 

A: We are not going to be able to talk about specific timing with SABIC. 
 
Q: The Culley 2 plant, which we really only need to keep in the extreme case of increased 
energy demand, which is kind of unlikely because everyone is moving towards 
efficiency.  Plus I was in Manhattan over the weekend and went to see the energy of 
people wanting to save the planet from global warming, you’ll know that there is not 
going to be an increase in energy usage.  So, the choice to keep Culley 2 in the extreme 
case that there is an increase in demand, how much money are rate payers going to be 
charged over the next five years to keep that plant, that we don’t need, compliant with 
water, air, and safety regulations? 
 

A: I think that taking a look at the big picture is the best.  First of all, there is no 
decision at this point on the exact timing of Culley 2.  We obviously looked at a 
particular scenario.  The big issues that are the drivers for us right now are the 
uncertainties that we are dealing with.   



 
Sure, demand is one of them, if we gain a very large customer.  For the economic 
development of Evansville, we are going to continue to work hard to bring 
customers here, but the really big issue is we don’t know what is going to happen 
with 111d.  We don’t know what it is going to mean for power plants, not only 
our plants but others’.   

 
There is the whole issue with SABIC.  We cannot go into all the details, but we 
have got to have a better sense of exactly what they are going to need from us.  
What we have showed here is that they may need back up power.  We do not have 
final decisions on some of these things. 
 
We are in discussions with a number of customers about increases in load.  You 
know about some of the increases that are coming here: the new convention hotel, 
the IU Medical Center, and the Berry Plastics addition.  There are a number of 
things that are going to increase load in the coming years regardless of energy 
efficiency.   
 
The other piece is what goes on in MISO.  The MISO numbers, as you might 
expect, are estimates.  People are guessing on exactly what companies are going 
to do with plants and things are constantly changing.  What we know right now is 
MISO is predicting a short fall.   
 
Our focus is reliability and cost to the customer.  There is no decision on Culley 2 
at this point.  You have seen the modeling we’ve done, but as we have said 
before, we are not showing a need for generation builds.  That is a very different 
situation.  On Culley 2, we would like to have a lot more information before we 
make that decision, until we know what the best answer is for our customers.   
 

Q: The question is how much are the costs to keep it compliant over the next five years. 
 
A: First of all, [referring to slide 13] if we were to keep Culley 2 through 2020,  
and we are not suggesting that we would, you will see what the differentials are 
throughout this entire modeling period.  You will see that the numbers are very 
close.  Yes, you can look at this and say, I believe that is the exact number, but 
that really is not how integrated resource planning modeling works.  You know 
what the magnitude of the assumptions are.  We’ve shared the impact of gas, coal, 
and carbon costs.  We have looked at these, and the answer is that they are very 
close. 
 
The driver of this analysis is reliability and cost to the customer.  We are not 
making a final decision.  There is no five year decision.  We will look at it again 
as more and more facts are known.  We think that they are very close is the 
answer, and the decision cannot be made today due to the risk to the customer. 
 



Q: So there is no immediate need for a new type of scrubber or any additional controls to 
meet regulations? 

 
A: As it relates to Culley 2, the answer is no.  It has a combined scrubber with 
Culley 3.  MATS costs associated with Culley 3 would cover Culley 2.  With 
316b, there is a possibility of a screen modification, but it is not until the 2020 
time period, and that is a fairly small number, even if we do it.  So there is very 
little incremental costs to keep Culley 2 running because it is already controlled.             

 
Q: Once you make a decision to shut down Culley 2, how long does that process take? 
 

A: It depends on if we need capacity or not.  First, you would have to go through 
MISO and request permission to shut it down.  MISO is predicting shortages.  
There have been instances of companies being denied the ability to shut down so 
that customers can continue to be reliably served.  It is pretty difficult to answer 
that question.  If you have MISO approval and did not need the capacity, you 
could shut it down pretty quickly.   

 
Q: I know that 2020 is hardwired in this analysis as the shutdown date.  Did you model if 
there was a negative net present value if the plant were to be shut down before 2020?  In 
other words, does it only become economic beyond 2020? 
 

A:  First of all, we need capacity to serve customers in the near term.  As we saw 
in the analysis, carbon price has the biggest impact, so that is why we chose 2020. 

 
Q: Was that confirmed or assumed? 
 

A: We assumed 2020 would be the optimal time to retire Culley 2 in this analysis 
based on carbon. 

 
Q: This has really never been talked about much, but what is the relative breakdown of 
residential consumption vs. commercial consumption in the Vectren service territory?   
 

A: It is about 50% for large customers.  The split between residential and 
commercial is approximately 25% each.  [Our March 20th presentation, found at 
www.vectren.com/irp , showed the 2013 breakdown as 48% large, 23% general 
service (commercial), and 29% residential.  Less than 1% is other.] 

 
 
 
 
 
 
 
 



Q: To the average consumer, the biggest chunk of your business that affects them directly 
is heating and cooling their home. We all know that most of our houses are not nearly as 
efficient as they should be.  I’m wondering if there would be some kind of tax incentive 
at the state level or something else that could facilitate and improve the efficiency of our 
housing stock to potentially lower demand over time.  How would be go about reducing 
energy usage through upgrading the housing stock? 
 

A: There are three legs that exist today.  One of those is federal efficiency 
standards.  The first leg is raising the efficiency of the equipment in our homes.  
For example, DOE has new residential air conditioning standards coming up in   
2015.  These types of improvements have been significant over the last 20 years.  
A standard AC unit bought today is almost two times as efficient as one bought 
15-20 years ago.  Another leg is state efforts to impose new building codes.  That 
affects new homes or homes that are  modified in a significant way.  The third leg 
is utility sponsored programs.  They are ran through the utilities and recovered 
through rates.  They take into consideration a cost/ benefit analysis to determine 
what makes economic sense.  For instance, utilities today have programs that are 
making significant improvements to housing stock through insulation or 
improving duct work.  It will be a combination of all three.  Note that 111d 
includes efficiency as one of the components, but it is too early to tell how it will 
be implemented. 

 
We do work today, going into low income homes and make significant 
improvements in insulating those homes.  These type of programs typically do not 
meet the cost/ benefit tests that are required for other programs but are done for 
social reasons. 

 
Q: Given the large impact of carbon on the analysis, does Vectren have any comments on 
the recent, preliminary MISO carbon price analysis?  
 

A: We have seen some preliminary slides that came out last week.  They are 
starting to do modeling on this.  A regional program is intriguing.  It really 
depends on the direction that the state of Indiana takes.  There are a lot of legal 
hurdles to get over with this type of program.  The report has not been released 
yet, so we have really not been able to take a deep dive into those numbers.  We 
will continue to follow MISO modeling really closely.  We will work with them 
and continue to participate with their workgroups. If it can be done in a regional 
model cheaper, there are benefits to that, but how you get there remains to be 
seen. 

 
 
 
 
 
 
 



Q:  If you really want to partner with your customers, when can we expect to see a feed-
in tariff from this company? 
 

A: Right now [our] energy efficiency programs do not include solar.  We look at 
that separately.  Today, the net metering tariff is out there for our customers to 
pursue.  A feed in tariff that provides a significant subsidy for it to make 
economic sense for the developer is probably not something that we are willing to 
offer.  We do not have any current plans for a feed in tariff. 

 
Q:  You are located on the Ohio River.  I have heard of technologies that harness the 
currents from the river as a renewable generation source.  Have you looked into that, and 
how long do your think it might be for commercial viability? 
 

A: While technologies continue to develop, in the initial screening of this IRP we 
did  take a look at an Army Core of Engineers evaluation of existing locks and 
dams.  You may be familiar with the project in Cannelton, which is a run of river 
type of plant.  We took some of their actual construction cost figures and applied 
it to a couple of locks and dams in this area, but the capital costs are so high that it 
did not pass our initial bus-bar screening.  It is the type of project that your 
grandchildren and great grandchildren  would probably be happy to have, but it is 
tough to put that on today’s customers. 

 
C: The IURC had a proposed rule that would have mandated this type of meeting, but 
because of moratoriums that has not gone into effect yet.  Vectren and the other utilities 
have been voluntarily undertaking stakeholder meetings over the past two years for the 
first time to get additional input from the communities each serves.  I can see from the 
number of people sitting at the two tables today that there has been a lot of time devoted 
to this.  I have to say that your written materials, that have been posted in advance of the 
meetings, were quite good and informative.  It is certainly a manpower intensive effort.     
 
Q: I know that I heard some comments from one in the audience that may have some 
ideas on how to improve the process in the future with perhaps an information gathering 
session in addition to the company providing information.  From the company standpoint, 
has the process been beneficial for your integrated resource planning or how may the 
process be improved? 
 

A:  We have not really had a chance to sit down and go through that.  Obviously, 
we need to wait until after this last meeting to really do that.  I think that it has 
been a good process.  We would like to believe that we have been responsive as 
we have gotten input from folks.  We will continue to get input to see how the 
process can be improved. 

 
 
 
 
 



Q: The EPA’s proposed rule has a number of different tools that can be used in order to 
achieve certain carbon reductions, where perhaps there would be different options, not a 
one size fits all approach.  Does the company have a position on what approach the EPA 
should take? 
 

A: We would want to see the most flexibility built into the program as possible.  
The EPA does not seem wedded to a one size fits all approach.  If you take them 
at their word, they are willing to consider flexibilities.  That remains to be seen.  
At the end of the day, the state is going to put together a program and submit it to 
the EPA.  They did not give us a lot of guidance on what they would approve.  It 
is really hard to answer that question at this point, but the more flexibility the 
better.  We are spending a lot of time with a lot of different groups and continue 
to evaluate what goes on here with the focus on how we end up with the best 
result for our customers.  We are really focused on reliability and cost to the 
customer. 

 
Q: What is the contemporary issues conference? 
 

A: The contemporary issues conference is something that the IURC puts together 
as a part of the proposed rule.   They will have speakers come in and talk about 
contemporary issues, such as how other companies perform their analysis.  It is a 
way to keep companies sharp on new ways of doing things and a chance for the 
IURC to provide suggestions on things to consider that may not necessarily be 
written into to the rule.    

 
Q: Will that be available on-line to participate? 
 

A: It is in Indianapolis in the government center south.   
 
Q: AB Brown.  I remember going to the hearing when that plant came online.   There was 
something like a 45% increase in rates when it came online.  It was a major expense.  
That was in 1979, I believe.  It has been 35 years that that plant has been operating.  I 
know that you have done some things like dense pack.  When I drove by it last, it looked 
rusty and old.  It did not look new like it once did.  I can’t believe that there are not 
significant investments that need to be made just in the maintenance realm, not adding 
new equipment.  How is that impacted here? 
 

A: Our best estimates of what the costs will be are factored into the MATS case.  I 
don’t think that we can go much deeper.  We are not building anything new in this 
particular IRP, except if there is a renewable standard.  We cannot get into a 
debate about Brown 1&2 because the costs are included in the MATS case. 

 
 
 



Q: Doesn’t the MATS case only deal with the scrubber and the SCR?  I’m not talking 
about the scrubber and the SCR.  I’m talking about the rudimentary elements of electric 
generation.  
 

A: The MATS case would have assumed what it takes to run those plants.  
Running those plants would have included maintenance.  We would have had 
estimates of what it takes to do that. 

 
Q:  And that is all reflected in this IRP? 
 

A: Yes.  Our best guess on O&M and capital costs 20 years into the future are 
included.     Both AB Brown plants perform very well.  They have a high capacity 
factor.  They have had a lot of work done over the past decade to make sure that 
they have good environmental controls on them so that they are meeting all the 
environmental standards out there.  What you will see is that as others put on 
scrubbers, their costs will go up while ours will remain relatively stable.   

 
C:  I had a car that I changed oil on every three thousand miles and I drove it 
conservatively.  It just broke one day, and it cost me about half the price of the car to get 
it fixed.   
 

R: The life expectancy of a coal fired plant is a lot longer than 35 years.  There 
would probably be some criticism here if we were to walk away from an asset 
with a lot of life on it.  We would spend a lot more money to build something 
new.  The key is to have the best value for our customers. There is a lot of value 
and life left in those two Brown plants. 

 
Q: When that rate increase came about in 1979, I remember the people from SIGECO.  
None of you were involved there, but I remember them saying that it had a 40 year life.  
Was that the 40 years for accounting purposes, for amortization?    
 

A: We obviously cannot comment on what was said in 1979.  You already said 
that there was not a person here that was there.  I don’t know what was said in 
1979.  What I do know is that we have done our best to come up with estimates 
about how much it will cost.  Yes, every one of these IRPs is important, but we 
are not making any decisions on new generation at this moment.  We will do 
another IRP in 2016, but frankly we will look at this every day as to what the cost 
is to the customer.  Literally, we are looking at that every day.  We look at what 
the costs are to bid into MISO.  That way, we get the best cost to the customer.  It 
is not a final decision.   
 
 
 
 
 
 



C: I just have to say this.  Yesterday our president spoke.  He said we are the first 
generation to feel the effects of climate change, and we are the last generation that can do 
anything about it.  You have children.  You have grandchildren.  There is more than just 
the bottom line.  If you are really with the customer, you have to think about more than 
just the money.  That has to go in there and not just the dollars and cents.  You have to 
see what is going on in the world and not operate in a cocoon that ignores what is going 
on.  Thank you.   
 

R: No response. 
 
Vectren closing comments: We appreciate you coming very much and know that some of 
you have been here for all three meetings.  We appreciate the time that you have taken  
and hope to continue to improve the process as we move forward. 
 
 
 
      


