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ARKANSAS PUBLIC SERVICE COMMISSION

IN THE MATIER OF THE PETITION OF
ENTERGY ARKANSAS, INC., FOR A
DECLARATORY ORDER REGARDING A
PURCHASE POWER AGREEMENT FOR A
RENEWABLE RESOURCE

)
)
)
)
)

DOCKET NO. 17-041-U
ORDER NO. 4

ORDER

In this Order, the Arkansas Public Service Commission (Commission) approves,
based on the filed record, the Partial Settlement Agreement (Partial Settlement)
reached in this Docket between Entergy Arkansas, Inc. (EAi or the Company), the
General Staff (Staff) of the Commission, the Office of the Attorney General of Arkansas
(AG), and Arkansas Electric Energy Consumers, Inc. (AEEC), (collectively, the Settling
Parties) regarding EAi's Chicot Solar Purchase Power Agreement (Chicot PPA). By
approving the Partial Settlement, the Commission finds that EAi's Chicot PPA is in the
public interest, that the costs of the Chicot PPA should be recovered through EAi's Rate
Schedule No. 38, Energy Cost Recovery Rider (Rider ECR), that EAi should file for
Commission consideration and approval an optional voluntary renewable energy tariff,
and that, if approved, EAi should market to current and prospective customers the
optional voluntary renewable energy tariff.

The Commission also finds that it is

reasonable to allow EAi to recover an "Additional Sum" of 20 percent of the actual
annual savings achieved by the Chicot PPA calculated using the same methodology
approved by Order No. 5 in Docket No. 15-014-U. 1

As noted below, EAI witness Karen Fielder testified that, based on EAI's request for a 25 percent
Additional Sum, over the 20-year term of the solar PPA, typical residential customer bills are projected to
be lower by an average of 35 cents per month. She stated that in the first year of the solar PPA, EAI
customers are projected to realize a savings of 11 cents per month on a typical residential bill and that by
the end of the solar PPA term, customers' savings are projected to increase to 61 cents per month on a
1
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I. Procedural History

On August

16, 2017,

followed on October 17,

EAi filed a Motion for Protective Order of Non-Disclosure,2

2017,

by its Petition for Declaratory Order and Approval of a

Power Purchase Agreement for Renewable Solar Resource and for Recovery of an
Additional Amount (Application), seeking a finding that the Chicot PPA is in the public
interest as a clean and renewable energy resource as part of EAi's integrated resource
plan (IRP). In support of its Application, EAi filed the Direct Testimony and Exhibits of
Kurtis W. Castleberry, Scott M. Celina, and Kandice Fielder. On August
AG filed a notice of intent to participate.

On October

27, 2017,

Supplemental Direct Testimony and Exhibit of Ms. Fielder.
intervention by Order No.

2

on December 1,

2017.

18, 2017,

the

EAi filed the

AEEC was granted

The remaining party to the Docket is

the General Staff (Staff) of the Commission. On January 17,

2018,

EAi submitted an

errata sheet containing a correction, due to a mathematical error, to the Direct

typical residential bill. Fielder Direct at 2 6 -27. The Commission notes that the projected savings will
presumably be slightly higher, given that the Commission herein approves a 20 percent Additional Sum
rather than a 25 percent Additional Sum as requested by EAI.
2
The Commission granted the Motion by Order No. 1 on September 1, 2017.
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Testimony of Mr. Castleberry and a correction of a scrivener's error in Ms. Fielder's
Highly Sensitive Protected Information (HSPI) EAi Direct Exhibit KF-7.
On February

23, 2018,

the AG filed the Direct Testimony of Kevin D. Woodruff,

Staff filed the Direct Testimony of Elana Foley and the Direct Testimony and Exhibits of
John G. Athas, and AEEC filed the Direct Testimony and Exhibits of Jeffry Pollock. On
March

16, 2018, EAi

On April

6, 2018,

filed the Rebuttal Testimony of Mr. Castleberry and Ms. Fielder.

the AG filed the Surrebuttal Testimony of Mr. Woodruff, Staff filed the

Surrebuttal Testimony of Ms. Foley and Mr. Athas, and AEEC filed the Surrebuttal
Testimony of Mr. Pollock (with errata filed on April

19, 2018).

On April

13, 2018, EAi

filed the Sur-Surrebuttal Testimony of Mr. Castleberry and Ms. Fielder.
On April

27, 2018,

EAi, Staff, the AG, and AEEC (the Joint Parties) filed a Joint

Motion to Approve Partial Settlement Agreement and Cancel Hearing (Joint Motion),
with the supporting Stipulation Testimony of Mr. Pollock for AEEC, the Testimony of M.
Shawn McMurray for the AG, the Stipulation Testimony of Regina L. Butler for Staff,
and the Testimony Supporting Partial Settlement Agreement of Mr. Castleberry for EAi.
The Joint Parties also filed Joint Exhibit
Settlement Agreement. On May

1, 2018,

1,

containing the Joint Stipulation and

the Commission suspended the remainder of

the procedural schedule, canceled the scheduled public hearing, and ruled that a
decision on the merits of the Partial Settlement and the unresolved issues identified
therein will be rendered on the basis of the record as filed.
As of the date of this Order, no public comments have been received in this

Docket.
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II.

Summary of Positions of the Parties Prior to Settlement

EAi's Application

By its Application, EAI requests that an order be issued granting the following:
a. Declaratory relief that the legislative findings set forth in § 23-2-301; the
Arkansas Clean Energy Development Act of 2012, Ark. Code Ann. § 23-18-701 et
seq.; Act 1088 of 2015;3 together with Ark. Code Ann. § 23-18-502(c)(1) (part of
the Utility Facility Environmental and Economic Protection Act of 1973); and
Section 4 of the Commission's Rules of Practice and Procedure, along with the
economics and efficiencies of the Chicot PPA, support the conclusion that the
Chicot PPA is required by the public convenience and necessity and in the public
interest;
b. Approval of the terms and conditions contained in the Chicot PPA as being in
compliance with the requirements set forth in Act 1088;
c. Approval of EAi's recovery of the costs of the Chicot PPA through EAi Rate
Schedule No. 38, Rider ECR; and
d. Approval of recovery through Rider ECR, as proposed to be amended in this
docket, of an Additional Sum as determined by the Commission in recognition of
the unique characteristics of the Chicot PPA if the Commission finds that
including the Additional Sum is in the public interest, as authorized and
conditioned by. Ark. Code Ann.§ 23-18-109(e).
Application at 3-6.

Act 1088 amends Arkansas Code Title 23, Chapter 18, Subchapter 1 to add Ark. Code Ann. § 23-18-109
regarding PPAs.

3
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The Application states that EAi executed on June 19, 2017, a proposed 20-year
PPA with Chicot Solar, LLC (Chicot Solar) for a renewable energy resource. Chicot Solar
is affiliated with NextEra Energy, Inc. (NextEra). NextEra is the largest generator of
wind and solar power in the world. Application at

~9·

The Chicot Solar Project (Project)

is a greenfield solar electric generation facility located near Lake Village, Arkansas. It
will be an approximately 100 MW solar photovoltaic facility covering nearly 850 acres
with a planned commercial operation date of March 31, 2020. The solar facility is
expected to produce about 248,819 MWh over the first contract year. Due to normal
solar panel degradation the annual production is expected to decrease slightly each year.
Application at

~10.

EAi will purchase the energy from Chicot Solar under the Chicot PPA terms. The
provisions of the Chicot PPA are similar to the PPA that the Commission approved in
Docket No. 15-014-U for the Stuttgart solar facility (Stuttgart PPA). The Project is
expected to qualify for the 30 percent federal investment tax credit (ITC). It is expected
to have a positive local economic impact. The Application states that the Project is also
in the public interest as a result of its renewable nature. Application at

~~

11-12. The

Solar Project was selected from proposals received under EAi's 2016 Request for
Proposals (RFP). The Company engaged an independent monitor (IM) to monitor the
design and implementation of the 2016 RFP and provide an objective third-party view
on the entire process. Highly Sensitive EAi Application Exhibit 1 contains the IM report
for the 2016 EAi RFP. A three-phase evaluation of the 45 proposals received related to
renewable resources was conducted by multiple teams, with executive oversight
provided by EAi President and CEO Richard Riley. The agreement between EAi and
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Chicot Solar resulted from the evaluation. The IM reviewed and concurred with the
results of the 2016 EAI RFP economic analysis and sensitivity analysis. Application at

EAI requests that the Commission also approve recovery of an Additional Sum
pursuant to A.C.A. § 23-18-109(e) representing an equitable sharing of the benefits with
retail customers. It states the Chicot PPA proposed meets the requirements under Ark.
Code Ann. §23-18-109 and that EAi witness Castleberry explains the calculation of the
amount in detail. The Company is proposing to recover the costs of the Chicot PPA and
the additional amount through Rider ECR. Only minor changes are required to Rider
ECR. Application at 17-18. EAi requests an order approving the requests by April 30,
2018, so that any challenges to the order can be concluded by November 15, 2018, as
required by the Chicot PPA. It will also facilitate construction of the transmission
facilities to serve Chicot Solar by May 31, 2020, as required by the Chicot PPA.
Application at

iT~f

24-28.

EAI Direct Testimony

Castleberry - Direct
EAi witness Castleberry supports the Company's request for a finding that the
Chicot PPA is in the public interest and should be approved. Additionally, he provides
an overview of EAI's resource planning processes; discusses the need for renewables
resources in EAI's portfolio; discusses risks with the Chicot PPA and EAi's mitigation
steps; asserts that EAi is eligible to recover an Additional Sum in the amount of 25
percent of the savings provided under the Chicot PPA; and explains that the Company
modified the Stuttgart PPA to benefit customers. Castleberry Direct at 7-8.
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Mr. Castleberry testifies in support of three of the five requirements of Act

1088

that the Chicot PPA must meet because the term of the Chicot PPA exceeds five-years.
He states that witness Fielder addresses the remaining two requirements. He describes
the Project in detail and discusses its economic benefits and asserts that:
1. The agreement is required by public convenience and necessity;
2.

The agreement is necessary to supplement or replace existing utility generation;
and

3. Approval of the agreement is in the public interest.

Id. at 13.
Mr. Castleberry gives the following reasons to support his opinion that for the
Chicot PPA EAi should receive

25

percent instead of the

20

percent approved in the

Stuttgart PPA docket:
•

Each PPA transaction should be evaluated on its own merits.

•

EAi has negotiated and executed the Chicot PPA on very favorable terms, with

benefits that substantially exceed those of the Stuttgart PPA.
•

The proposed Chicot PPA has a projected 2017 net present value of $91.4 million.

•

The development of the pricing options under the Chicot PPA, which are
discussed in more detail by EAi witness Fielder, reflect an innovative approach to
structuring such a proposal.

•

EAi has also executed an amendment to the Stuttgart PPA which provides
additional benefits to EAi's customers.

•

Providing EAi with the highest possible Additional Sum for negotiating the
lowest possible PPA price and highest actual benefits is consistent with the
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Commission's stated statement regarding the Additional Sum in Order No. 5 of
Docket No. 15-014-U.
Mr. Castleberry states that EAi is proposing to recover the costs for the Chicot PPA and
the Additional Sum through Rider ECR. He notes that EAi witness Fielder provides the
bill effects in her testimony. Mr. Castleberry discusses the "competitively sensitive"
changes to the Stuttgart PPA in HSPI Direct Exhibit KWC-1 and provides a copy of the
executed amendment as HSPI Direct Exhibit KWC-2. Id. at 25-32.
Fielder - Direct
EAi witness Fielder discusses EAi's 2016 RFP, the cost of the Chicot PPA, and the
savings the Chicot PPA will provide compared to other generation and power supply
options. She notes that Chicot Solar was chosen from among 45 renewable resource
proposals that totaled 4,319 MW. Of those 45 proposals, Chicot Solar's bid resulted in
the highest total net benefit to EAi's customers over the 20-year period, as well as the
highest average savings on a per kW basis. She states that the pricing for Chicot Solar is
set annually and is discussed in more detail in Highly Sensitive Direct Exhibit KF-3.
Fielder Direct at 4-10. Ms. Fielder discusses the process EAi used to evaluate the RFP
bid proposals. She notes that EAi, as directed in Docket No. 12-038-U, engaged an
independent monitor, Elizabeth R. Benson, to oversee all aspects of the 2016 EAi RFP.
Ms. Benson's role was to ensure that the RFP's design, implementation, evaluation,
selection, and contract negotiation processes were impartial and objective. Ms. Fielder
states that Ms. Benson also provided an objective, third party perspective on EAi's
efforts to ensure that all proposals were treated consistently and without undue
preference to any bidder. Id. at 11-16.
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Ms. Fielder discusses Phase II of the RFP evaluation process, during which EAI
selected nine proposals and, using AURORA software, modeled the production costs or
net energy benefits from each proposal. She notes two key takeaways from the report:
•

EAI's economic analysis indicated that all of the renewable proposals evaluated in
Phase II would provide customer benefits.

•

The analysis also indicated that no fatal flaws in any of those proposals had been
identified, and that all projects evaluated in Phase II were deemed to be viable
with little or no mitigation needed.

Id. at 16-20.
According to Ms. Fielder, EAi made two changes to the estimated savings for the
Project. The first change was made after the 2016 presidential elections, when EAi
lowered its price projection on C02 costs in its modeling assumptions. This decreased
the estimated savings from $130 million down to $109 million. The second change
occurred when EAi discovered an error in its AURORA model logic. After correcting the
error, she states, the estimated savings decreased to $91 million.

In order to be

transparent and cautious, Ms. Fielder states that EAi is rerunning the analysis for the
top three solar proposals and will provide the results when the analysis is complete. Id.
at 20-21. In Supplemental Direct Testimony, Ms. Fielder provided the update results
from the AURORA model runs for the Chicot PPA using the low natural gas price
sensitivity and also for the two solar proposals identified as secondary selections.
Fielder Supplemental Direct at 2. She states that this analysis assumed a lower natural
gas price forecast than the reference case and assumed no price forecast for carbon
dioxide emissions. This analysis resulted in estimated net present value (NPV) savings
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of approximately $so million. She testifies that positive net benefits in this low natural
gas price scenario indicate that the solar PPA has minimal economic risk over its term.
Ms. Fielder states that EAi also reran the Aurora model using the reference case
assumptions for the two proposals that had been identified as secondary on the selection
list and notes that the results of the revised analyses do not affect the ranking of the
three proposals and supports EAi' selection. Id. at 3.
Ms. Fielder provides a more detailed overview of the Project described in EAi's
Application. The Chicot PPA offers EAi three pricing options, she states, and the annual
fixed price for the energy depends upon the pricing option selected. The pricing options
are presented and discussed in Ms. Fielder's HSPI Direct Exhibit KF-3. Ms. Fielder
assures that as was the case with Stuttgart, EAi will be responsible for any congestion
costs and will manage its risk as it does with other generation resources. Id. at 22-23.
Ms. Fielder testifies that the Chicot PPA will not be treated as a capital lease for
accounting purposes. She believes a new lease accounting standard, issued in early 2016
and which is effective no later than January

1, 2019,

would apply to the Chicot PPA.

She says the Chicot PPA does not appear to contain a lease because EAi does not have
the right to control the asset based on EAi's interpretation of the new lease accounting
standard. Id. at 24-25.
Ms. Fielder says there are two main categories of benefits of the Chicot PPA: (1)
projected energy and capacity benefits, and (2) diversity and risk mitigation benefits.
The total net present value benefits of the Chicot PPA are shown in her HSPI protected
Table

1

and in HSPI Direct Exhibit KF-7. She states that the Chicot PPA would provide

about one percent of EAi's current total energy needs and would likely displace fossil
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based generation over the term of the Chicot PPA. She notes that the Chicot PPA will
also hedge against the possibility that EAi will likely retire some of its generation during
the life of the Chicot PPA. Id. at 25-26.
According to Ms. Fielder, in the first year of the Chicot PPA a typical residential
customer using 1,000 kWh will likely see a savings of 11 cents per month. By the end of
the Chicot PPA term, a typical residential customer's savings is projected to increase to
61 cents per month. Ms. Fielder also provides a table in HSPI Direct Exhibit KF-8
depicting the annual savings for a residential customer over the life of the Chicot PPA.
She also provides a summary in HSPI Direct Exhibit KF-9 of EAi's requested 25 percent
share of the net benefits, if approved by the Commission. Id. at 26-27.
Celina - Direct
EAi witness Celina provides an overview of Rider ECR, describes the necessary
modifications to Rider ECR to accommodate the recovery of the costs of the Chicot PPA,
and describes how the Chicot PPA costs will be collected. He states that Rider ECR is
the tariff through which EAi recovers the cost of third- party energy purchases and fuel
costs related to its own generation.

The rate collected from retail customers is

determined annually and is based on actual fuel and purchased energy expenses for the
prior calendar year (with adjustments for planned refueling outages at the ANO and
Grand Gulf nuclear stations). Celina Direct at 4-5.
Mr. Celina discusses the revisions Staff proposed in Docket No. 13-028-U to
allow long-term renewable energy PPAs to be recovered through Rider ECR. He notes
that the costs associated with EAi's Stuttgart PPA which was approved in Docket No. 15014-U are being recovered through Rider ECR. Id. at 5-6. He testifies that Rider ECR
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will need to be modified if the Commission approves EAI's request for the 25 percent
Additional Sum from the Chicot PPA by reflecting the 20 percent Additional Sum for the
Stuttgart PPA and the 25 percent Additional Sum for the Chicot PPA. Mr. Celino states
that EAI has amended its Stuttgart PPA for a lower price, which will be reflected in the
Rider ECR filed in March 2019. He says the lower price on energy will be effective the
second quarter of 2018.

He adds that no further modifications to Rider ECR are

necessary to accommodate the recovery of the amended, lower costs of the Stuttgart
PPA and that as is the case with the Chicot PPA, all of the costs related to the amended
Stuttgart PPA will be booked to FERC Account 555. Id. at 7-8.
Mr. Celino testifies that upon receiving Commission approval of an Additional
Sum in this Docket, EAi proposes to recover the Additional Sum through Rider ECR,
consistent with recovery of the costs of the PPA and the revisions to Rider ECR
approved by the Commission in Docket No. 15-014-U for Stuttgart Solar. Id. at 8.
Attorney General Direct

Woodruff - Direct
AG witness Woodruff testifies that the Chicot PPA may have appeared to be
beneficial to customers in June 2017 when EAi executed it, but continuing low natural
gas spot prices and low capacity prices in MISO's Planning Resource Auction (PRA)
raise concerns about the Chicot PPA's net benefits being achievable. He calls for EAI to
provide additional updated analysis and more documentation regarding potential
capacity benefits. Mr. Woodruff also testifies that he does not see a reason why the
Commission should grant EAi's request for an Additional Sum greater than 20 percent.
He states that he is generally opposed to granting additional returns to utilities for
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performing tasks they should be doing anyway. He recommends that if the Commission
grants an Additional Sum, it be 10 percent. Woodruff Direct at 5-6.
Mr. Woodruff states that while EAi's analyses were generally reasonable at the
time they were made in June

2016,

they should be updated to reflect Henry Hub future

natural gas prices, instead of using the one year that EAi used. This would give more
weight to current gas prices and may have reduced the Chicot PPA's estimated net
benefits. However, he states, it most likely would not affect EAi's general findings.
Witness Woodruff notes that in the twenty months that have passed since the date of the
forecast EAi used, gas prices have continued at low levels. He believes that low gas price
scenarios merit careful consideration as they are useful in assessing the downside risks.
But he does not believe that a low gas price forecast should be the base case. Instead,
the potential for gas prices to increase should be considered, as they would increase the
Chicot PPA's value. Id. at 6 - 12.
Mr. Woodruff testifies that EAi's use of a zero carbon price in its Low Case
forecast is reasonable, as is the Reference Case use of a carbon price forecast that
considered the results of the Presidential election in the price, as well as a delay in the
start year. Id. at 12-13.
Mr. Woodruff discusses EAi's estimated capacity benefits in the Reference and
the Low gas cases.

He states that EAi's basic methodology for estimating capacity

revenues was reasonable, however he expresses these concerns:
•

The near-term capacity prices estimated by EAi do not reflect recent MISO
capacity prices, which would inflate the estimated value of the Chicot PPA.
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•

EAI's forecasted MISO capacity prices escalate steeply until 2022. This is when
EAi forecasts the reaching of "market equilibrium" or "resource balance year"
(RBY).

Id. at 13-16.

Mr. Woodruff uses extensions of current capacity prices of around $1/ kW-year
and alternative capacity price trajectories for multiple years forward to potential RBYs
of 2022, 2025 and 2028.

He presents his alternate forecast in HSPI Table 3 and

suggests that the value of the Chicot PPA capacity may be lower than EAi's projection.
He displays the impacts on the value of the Chicot PPA of his alternate estimates of
capacity benefits in HSPI Table 5, which show that the Chicot PPA may yield
substantially fewer benefits than EAi projected. Id. at 16-19. Mr. Woodruff also states
that based on the MISO capacity market Business Practice Manual he believes the
Chicot PPA's capacity credit may be around 75 percent instead of the 50 percent credit
used in EAi's analysis. The higher capacity credit would increase the capacity benefits of
the Chicot PPA. Id. at 16-20.
Witness Woodruff states that as a general matter he is opposed to granting
adders and Additional Sums in excess of a utility's costs.

He recommends that an

Additional Sum not be granted in this case. He states that EAI may be requesting a 25
percent Additional Sum in the Chicot PPA because it is less costly than the Stuttgart
PPA. This is not reasonable, however, he states, because the environment for solar PPAs
today is different. Prices for solar projects have declined, which could have resulted in
significant price impacts. Concern over losing Investment Tax Credits (ITC) may result
in better prices being offered. The prices of the Chicot PPA are lower than the Stuttgart
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PPA prices, he notes, and observes that EAI's professional conduct of routine renewable
procurement RFPs is not a reason to credit EAi with achieving such significant
reductions in levelized prices. He discusses the declines in solar PPA prices as shown on
various slides in Direct Exhibit KDW-8. Additionally, he notes, Public Service of New
Mexico recently announced the signing of three solar PV PPAs at long-term, levelized
prices of less than $30/MWh. He notes that PV PPA prices in the Desert Southwest
should be expected to be lower than elsewhere in the USA. Id. at 20-25.
Mr. Woodruff states that part of the Commission's justification for granting a 20
percent Additional Sum for the Stuttgart PPA was that "it is the first solar installation of
its kind in Arkansas." That clearly does not apply in this case, he states. Should the
Commission grant EAi an Additional Sum, Mr. Woodruff recommends that it be set at
10 percent. Id. at 25-26.
AEECDirect

Pollock - Direct
AEEC witness Pollock describes the Project. He states that it would provide a
source of firm capacity because the Project would qualify for Network Resource
Interconnection Service (NRIS) with MISO. He states that the energy purchased under
the Chicot PPA would initially be set at a fixed price and then escalates in later years by
two percent per year. The pricing range can vary depending on whether EAI or Chicot
Solar is designated as the market participant (MP). He notes that EAi can also choose
to designate the Project as behind-the-meter generation. These choices allow the Chicot
PPA pricing to not be tied to a market index and, as a result, net economic benefits will
be impacted by variations between projected and actual market prices as they relate to
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EAI's current forecasts. Mr. Pollock testifies that the capacity savings projected by EAI
represent a large portion of the projected net benefit in both the Reference and Low Gas
scenarios. Based on his assessment, Mr. Pollock asserts that EAI overstates both the
variable supply cost and capacity savings. Pollock Direct at 7-9.
Mr. Pollock testifies that the locational marginal prices (LMPs) projected by EAI
used to derive the variable supply cost savings are unreasonable. He presents Exhibit
JP-1 which shows the LMPs EAI projected are much higher than the futures contracts
for 2020 currently. As a result, he states, if future LMPs are closer to the current futures
prices, the variable supply cost savings would be negative (i.e., no energy benefit). Id. at
9-10.
Mr. Pollock goes on to discuss how EAI's natural gas pnce and carbon tax
assumptions caused EAI's projected LMPs to be inflated. Id. at 9-10. He states that
EAI's projected LMPs are inflated partly because the ·natural gas forecasts that it used in
the scenarios are outdated and are based on natural gas price projections supplied prior
to June 2016. He provides a table illustrating the natural gas forecasts used in EAI's two
scenarios and more recent forecasts from Southwestern Public Service Company (SPS)
and NYMEX Trended. Mr. Pollock states that lower LMPs would result from lower
natural gas prices which would reduce the projected variable supply cost savings. If the
NYMEX Trended natural gas prices were substituted from those used in EAI's two
scenarios, he states, variable supply cost savings would be negative net present value in
both scenarios. Id. at 10-13.
Mr. Pollock testifies that EAI over-stated the projected capacity benefits from the
Project for three reasons:
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1.

MISO PRA market prices cleared at only a fraction of the market priced assumed
by EAi.

2. Capacity prices have decreased, which is the opposite of EAi's assumption that
they would constantly increase.
3. EAi projections assume, invalidly, that capacity equilibrium will be reached in
2022 in the MISO South region, which would lead to the PRA market clearing
price reflecting the cost of new entry (CONE). CONE in MISO is based on the
installed cost of a combustion turbine unit.
Mr. Pollock defines capacity equilibrium as meaning that the projected planning year
reserve margin is at MISO's required reserve margin. He states that even if capacity
equilibrium is reached, it has never been demonstrated that the PRA market clearing
price and the CONE would be exactly equal. Further, he states, MISO is not projecting
capacity equilibrium in 2022 and currently projects more than enough reserve margins.
As a result, market clearing prices are unlikely to be near EAi's projections. Id. at 18-19.
Mr. Pollock acknowledges that the Chicot PPA will provide some capacity benefit
over its 20-year term. However, he states, the level of benefits assumed by EAi is far
from clear. It should not be assumed that the capacity savings will offset the negative
variable supply cost savings under an updated Low Gas scenario. If more realistic
assumptions about future natural gas prices, LMPs, and PRA clearing prices are used,
he argues, it is possible that the Project would not provide net benefits to customers.
Therefore, the Commission should not find the Chicot PPA to be in the public interest
and should deny the approval EAi seeks. Pollock Direct at 19.
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Mr. Pollock testifies that savings could be provided to customers early in the
Chicot PPA due to its escalating fixed price structure but only if the payments are below
the applicable LMPs.

He states that the benefits of the Chicot PPA should not be

considered in isolation from the Stuttgart PPA. Mr. Pollock testifies that EAI's current
LMP projections, even at their lofty levels, are lower than the LMPs projected during the
Stuttgart PPA case. The energy price for the Stuttgart PPA will continue to be well above
EAi's projected LMPs, meaning customers will heavily subsidize the Stuttgart PPA. He
asserts that rewarding EAi for any savings from the Chicot PPA without considering the
subsidization of the Stuttgart PPA would be unreasonable.

Witness Pollock

recommends that if an Additional Sum is approved, it should apply to not more than

20

percent of the cumulative lifetime combined savings of the Stuttgart and Chicot PPAs.
Id. at 20-2i.

Mr. Pollock proposes an alternative approach to cost recovery if the Chicot PPA is
approved. The alternative approach would be to require EAi to develop and file a
renewable energy tariff related to the solar energy provided under both the Chicot and
Stuttgart PPAs. All customers would be allowed the option of subscribing to purchase
some or all of their energy needs from solar energy provided under the PPAs. These
voluntary subscriptions under the tariff could provide the funding for these PPAs. Mr.
Pollock advances these reasons for this approach:
•

EAI does not currently have "green" tariff in place. Implementing one would
provide customers with alternatives to directly purchase renewable energy.

•

Both of the solar PPAs are uneconomic and it is not reasonable to force all EAi
customers to subsidize the high cost of energy.
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Id. at

21- 22.

In addition to providing a funding mechanism for the PPAs, another

potential benefit, if implemented properly he notes, is that offering a renewable energy
option could attract new businesses to Arkansas. Mr. Pollock cites the growing interest
of businesses to source electricity from renewable sources. Id. at 22- 23.
Mr. Pollock discusses two steps in implementing the tariff. First, EAI would
develop the pricing, terms, and conditions such that it would attract a wide range of
subscribers. Second, a marketing plan would need to be developed and filed with the
Commission for approval. He recommends that the approval include a follow-up review
of the marketing efforts and enrollment to assess effectiveness of the program and to
determine the cost that will be recovered through the tariff. If EAI has successfully
marketed the program as established by the Commission, but it is not fully subscribed,
then the Commission could consider how EAI should recover the unrecovered cost for
that year. If the Commission determines that EAI did not successfully market the
renewable tariff, then EAI should be responsible for any unrecovered costs.
Id. at 23-25.
Staff Direct

Athas - Direct
Staff witness Athas testifies that he has reviewed EAi's Application and RFP and
recommends approving the Chicot PPA. He states that the Chicot PPA is reasonable and
prudent, in the public interest, and required by public convenience and necessity. Athas
Direct at 8-9.
Mr. Athas begins by discussing his review of the assumptions EAI used to model
its resource needs in its IRP. He notes that the IRP modeling concluded that EAi's
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supply-side resource additions would likely come from natural gas generation and
renewable energy. He also states that EAI's IRP modeling process was rationally sound.
Id. at

10-14.

Next, Mr. Athas discusses the Arkansas statutes EAi relied on to justify

the Chicot PPA and the non-financial benefits EAi believes will be generated by the
Chicot PPA. Id. at

15-17.

Mr. Athas says using an RFP process is a good way to acquire

resources because it allows the Company to select the best project from competitive
bids.

A competitive RFP process also helps ensure that the selected project will be

acquired at the most reasonable cost as well as meeting the requirements of Act

1088.

Mr. Athas also approves of EAi's use of an independent monitor to ensure the RFP
process is conducted in an objective and fair manner. Id. at 17-18.
Mr. Athas discusses the steps EAi went through in Phase 1A and 1B of the
evaluation process. He notes that twenty-three proposals were selected in Phase 1A and
were analyzed in more detail in Phase 1B. At the end of Phase 1B, EAi selected seven
solar and two wind projects for Phase II consideration.

During Phase II, bidders

provided their best and final offer price. Mr. Athas says he agrees with the assumptions
EAi used in its economic analysis during Phase I and II. Mr. Athas agrees with EAi that
the Chicot Solar bid showed the greatest savings to customers out of all the solar
proposals. Id. at

21-22.

Mr. Athas notes that EAi performed additional sensitivity

studies on the Chicot PPA to ensure it provided benefits using lower market price
futures. Id. at 18- 22.
Mr. Athas discusses the three confidential pricing options and some of the terms
of the Chicot PPA. He notes that the price and benefit amounts changed between the
proposal and final Chicot PPA. Mr. Athas says he has reviewed the change in benefits
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and agrees with EAI that the Chicot PPA is still the proposal with the greatest savings to
customers. Id. at 23-25. Mr. Athas testifies that he has reviewed the contract and that it
adequately protects the benefits that customers are expected to receive.

In HSPI

testimony he identifies the most important elements of the contract, noting the ways
they afford protection to both EAI and its customers. Id. at 25-27.
Foley - Direct
Staff witness Elana Foley addresses EAI's proposal for the recovery of the costs of
the Chicot PPA and the Additional Sum through EAI's Rider ECR. She also addresses
EAI's proposed revisions to Rider ECR and EAI's request to recover an Additional Sum
pursuant to the provisions of Act 1088. Foley Direct at 4. Ms. Foley agrees that Rider
ECR is the correct mechanism for recovering the Chicot PPA and the Additional Sum.
She notes that if the requested 25 percent Additional Sum is approved by the
Commission, Rider ECR will need to be modified to accommodate both a

20

percent

Additional Sum for the Stuttgart PPA and a 25 percent Additional Sum for the Chicot
PPA. Id. at 4-6.
Ms. Foley discusses the provisions of Act 1088 that give the Commission authority to
approve the recovery of an Additional Sum to utilities that enter into a PPA. Ms. Foley
believes that the Additional Sum is warranted and recommends approval by the
Commission.

Ms. Foley discusses the benefits of the Chicot PPA and says it is in the

public interest to allow EAI to share in those benefits.

She says EAI proposes to

calculate the actual savings associated with the Chicot Solar PPA using the methodology
that was approved by the Commission for the Stuttgart PPA in Docket No. 15-014-U.
The estimated savings in the Reference case is $91.4 million, of which EAI will receive
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$22.86 million. Ms. Foley recommends approval of the Chicot PPA and the recovery of
energy costs through Rider ECR. She also recommends approval of the 25 percent
Additional Sum, as long as it is calculated based on the actual annual savings as
approved by Order No. 5 in Docket No. 15-014-U, and the necessary modifications to
Rider ECR for its recovery. Id. at 6-11.
EAI Rebuttal Testimony

Castleberry - Rebuttal
Mr. Castleberry reviews Staff witness Athas's Direct Testimony and addresses AG
witness Woodruffs and AEEC witness Pollock's concerns regarding the value of the
Chicot Solar resource, a renewable energy tariff, and the Additional Sum requested by
EAL He notes that Staff witness Athas "was the only witness whose testimony analyzed
EAI's Application and direct testimony under the specific statutory requirements of Act
1088 and EAi's IRP planning guidelines." He states that Mr. Woodruff does not ask the
Commission to reject the Chicot PPA but rather to require EAI to provide additional
analysis and observes that Mr. Woodruff acknowledges that an updated analysis would
not likely change EAi's general findings. Mr. Castleberry points to EAI witness Fielder's
rebuttal testimony where she discusses the Company's finding that, even when a more
recent natural gas price forecast was considered, the updated forecast does not change
the conclusion that the Chicot PPA is an attractive resource option for customers. He
states that Mr. Pollock recommends that the Commission deny the Chicot PPA because
it does not result in net benefits to customers, but points out that Mr. Pollock may be
inclined to oppose these types of initiatives by a utility since he also opposed the
Stuttgart PPA and the Union Power Station Power Block 2. Again, Mr. Castleberry
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states that Company witness Fielder addresses in more detail the parties' positions
concerning the value of this resource. Castleberry Rebuttal at 2-8.
Mr. Castleberry testifies that the Company does not agree with Mr. Pollock's
recommendations regarding a voluntary tariff to recover the costs of both the Stuttgart
PPA and the Chicot PPA. He states that the Stuttgart PPA has already been found by the
Commission to be in the public interest and that Mr. Pollock's suggestion is an attempt
at a "second bite of the apple to deny the PPA." He states that Mr. Pollock makes
statements in his direct testimony that seem to recognize that solar resources are
attractive to Arkansas customers. Mr. Castleberry testifies that based on EAi's research
it may in the near future propose a program that would allow certain customers access
to renewable energy, such as that from an existing solar resource. Id. at 9-11.
With respect to the Additional Sum, Mr. Castleberry testifies that Ms. Foley
concluded that an Additional Sum of 25 percent of the net benefits is reasonable and
consistent with the statute, as long as it is calculated based on the actual savings. Id. at
11-13.

He notes that while Mr. Pollock opposes approval of an Additional Sum, he

recommends that if the Chicot PPA is approved any Additional Sum allowed should
reflect the cumulative lifetime combined savings of both the Stuttgart and Chicot PPAs.
Mr. Castleberry responds that netting the two separate PPAs would effectively eliminate
EAi receiving benefits from them.

He testifies that Mr. Pollock's proposal is not

provided for in the statute and contravenes the policy recognized by the Commission in
Order No. 5 in Docket No. 15-014-U to allow an Additional Sum to at least partially
remove the disincentive to utilize PPAs that results from the lack of an asset upon which
to earn a return.

Mr. Castleberry states that Act 1088 allows multiple options for
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calculating a requested Additional Sum, including commensurate return on the PPA
that would be equivalent to the return for investing in a power plant. Mr. Castleberry
states that this option could have resulted in a much larger Additional Sum. He states
that EAi recognizes that it has not invested capital in the Chicot PPA to the same level as
investing in a power plant and believes that the requested Additional Sum is reasonable.

Id. at 13-16.
Mr. Castleberry states that witness Woodruff is opposed to granting Additional
Sums as a general matter because the Company should be doing the tasks anyway. He
notes that Mr. Woodruff believes the Additional Sum should be denied, be limited to
percent of the Chicot PPAs net benefits, or not be greater than the

20

10

percent approved

in the Stuttgart PPA. Mr. Castleberry states that EAi informed the Commission and
other parties about the changes to the Stuttgart PPA because the Company believed it
was of interest and not to be a supporting reason for granting the Additional Sum
requested in the Chicot PPA.

Witness Castleberry affirms that the basis for EAi's

request of an Additional Sum of 25 percent of net benefits is because EAi has
demonstrated that it has met the statutory criteria.
Mr. Castleberry states that Mr. Woodruff cites to part of the Commission's Order
No. 5 in Docket No 15-014-U, in which the Commission "... recognizes the unique
qualities of the [Stuttgart] PPA because of the need to quickly obtain the benefits of an
expiring federal tax credit, because it provides emissions-free generation, and because it
is the first solar installation of its kind in Arkansas." He notes that Mr. Woodruff
acknowledges the first two reasons are also met on the facts of the Chicot PPA, but then
suggests that because the Chicot PPA is not the first solar installation of its kind, the
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Commission may approve a smaller percentage Additional Sum. He disagrees that the
Commission should look only to these three enumerated items. Rather, he encourages
the Commission to look at the totality of the facts in this case instead of just the three
items pointed out by Mr. Woodruff. However, Mr. Castleberry states, even under Mr.
Woodruff's one-for-one perspective, the Commission may consider that, while the

100

MW Chicot Solar Project may not be the first large-scale solar installation in Arkansas, it
is the largest - approximately 20 MW larger than Stuttgart Solar, which was an

81

MW

project. He notes further that Chicot Solar also will be the first large-scale installation of
its size in Arkansas to be comprised of solar panels mounted to a single-axis tracking
system.

Mr. Castleberry ends his testimony by stating that EAi has negotiated a

favorable PPA for its customers and believes it has shown the facts needed under Act
1088

to support the Additional Sum it requested. Id. at 17- 21.

Fielder - Rebuttal
Ms. Fielder discusses concerns raised by the AG and AEEC over EAi's natural gas
price forecast and EAi's forecast of near-term capacity prices. In response to the AG's
recommendation that EAi update its analysis of the Chicot PPA using EAi's most
current gas price forecast, Ms. Fielder admits that the price forecasts used in the Chicot
PPA analysis are not EAi's most recent, but says updating the forecasts would not
change the conclusion that the Chicot PPA is a benefit to customers. She also points out
that EAi's most recent price forecast is within the range of high and low price forecasts
EAi used in the Chicot PPA analysis. She says changing assumptions such as the gas
price would be complicated and increase the time needed to complete the RFP process.
She also points out that if EAi changed its gas price forecast, EAi would also need to
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consider what other assumptions should be changed and modeled. She argues that the
more assumptions that are changed, the less comparable the new analysis is to the prior
analysis. Fielder Rebuttal at 2-9.
In response to the AG's argument that EAi's capacity price forecast is overstated
because market conditions in MISO have changed since EAi filed this docket, Ms.
Fielder says that even if the AG's assertion is correct, the Chicot PPA can still provide
significant benefits to customers.

She states that substituting the 2017/18 MISO

capacity auction clearing price of $0.55/ kW-year into the analysis would only reduce the
Chicot PPA net benefit by a net present value of $3.1 million. She argues that it is not
reasonable to assume that the capacity price will remain at this level given the fact that
EAi and others will likely add capacity in the future.

She also argues that the value of

capacity should not be viewed solely by the MISO auction price.

She says other

capacity-related benefits that should be considered include Renewable Energy Credits
(RECs) that EAi customers will be entitled to under the Chicot PPA. Id. at 10-11.
Ms. Fielder disagrees with AEEC witness Pollock's analysis, conclusion, and
recommendation to reject the Chicot PPA because it is not economical. She points out
that one flaw in AEEC's analysis is AEEC's assumption that future LMP prices in MISO
will remain at the projected 2020 level. She asserts that AEEC has underestimated LMP
prices by using a simple average of on-peak and off-peak prices. She argues that AEEC's
average price is not appropriate because it includes prices when Chicot Solar will not be
producing energy. Ms. Fielder also disagrees with AEEC's assumption that long-term
gas prices will remain at the current NYMEX prices. She observes that NYMEX is just
one of many sources for gas price forecasts.

Finally, Ms. Fielder addresses AEEC's
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recommendation that no C02 costs should be used in the cost benefit analysis. Ms.
Fielder says EAI used C02 costs for just one of its cost benefit scenarios. She believes
AEEC failed to notice EAI's low gas price scenario that include zero C02 costs.

Id. at

12-16.
AEEC Surrebuttal Testimony

Pollock - Surrebuttal
Mr. Pollock testifies that AEEC strongly supports the addition of renewable
resources where they are expected to provide net benefits to customers. AEEC also
supports the creation of a voluntary renewable energy tariff to financially support
renewable energy projects even if the projected benefits are questionable. He contends
that Ms. Fielder mischaracterizes his Direct Testimony and inaccurately asserts that he
assumed the LMP would remain constant at $25/MWh. He notes that despite the
decreases in EAI's projected Reference and Low natural gas price scenarios, Ms. Fielder
continues to recommend the Chicot PPA as economical. He states that she also ignores
MISO's most recent resource adequacy projections that capacity equilibrium will not
occur in 2022, which would further reduce the projected capacity benefits. Mr. Pollock
adds that Ms. Fielder also ignores the substantial decrease in EAI's projected peak
demand that have been reflected in BP18U since the 2015 IRP. Pollock Surrebuttal at 57.

Mr. Pollock states that EAI's updated Reference case is an outlier compared to its
updated Low gas case and the natural gas forecasts from SPS Update Low Gas and
NYMEX Futures Trended. He provides Table 1 that compares the levelized natural gas
prices for the various forecasts and notes that EAI's Update Low gas forecast is below
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both the SPS Low Update and the NYMEX Trended, which would result in larger
negative variable supply cost savings from the Chicot PPA than he had quantified in
Direct Testimony. Id. at 7-8.
Mr. Pollock testifies that the SPS forecast was from recent applications submitted
in New Mexico and Texas.

The SPS forecast used NYMEX gas future prices and

forecasts from other third-party services, blended in different proportions for different
time periods. Id. at

8-9.

He states that the NYMEX natural gas forecast is based on 30-

day average closing prices for futures contract prices through
Hub during late
assumed

2

2017

and early

2018.

After

2029

2029

that traded at Henry

the NYMEX prices escalate at an

percent per year, the same as EAi's escalation rate. Mr. Pollock asserts that

because futures contracts represent actual transactions on an actual market, they offer
valuable information. Mr. Pollock concludes that the natural gas prices used by EAI to
justify the Chicot PPA are excessive and result in excessive LMPs which cause EAI to
overstate the projected variable supply cost savings. He states that it is highly unlikely
that the Chicot PPA will results in savings for EAI's retail customers. Id. at 10.
Mr. Pollock argues that Ms. Fielder incorrectly assumes that the MISO market
will reach capacity equilibrium in

2022

and ignores NERC's recent assessment of MISO,

which projects that MISO's reserve margin will stay above the
level through

2027.

15.8

percent reference

He says she also failed to provide support for the capacity value

used in EAi's economic analysis. Id. at

11-12.

He also criticizes Ms. Fielder's failure to

include capacity sensitivity studies in her direct testimony. His analysis, which resulted
in a 65 percent reduction in the projected capacity value of the Chicot PPA, used the
2017/2018

MISO PRA prices through

2027

as well as a reduction in the projected
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replacement capacity cost reflecting the spread between the Reference and Low gas
price scenarios. Mr. Pollock contends that MISO PRA prices should be used in the
analysis. He testifies that a capacity benefit is not the same as a renewable energy credit
. He testifies that a REC is an environmental attribute and not a capacity value and that
it has intrinsic value. He states that the value of a REC is embedded in the contract
energy price. Id. at 12-13.
Mr. Pollock states that his conclusion to reject the Chicot PPA was not based on
an assumption that LMPs would remain at the 2020 level. He explains that his analysis
used the relationship between EAI's derived LMPs and its projected natural gas prices.
He notes that his Direct Exhibit JP-1 shows that the LMPs he used escalate over time.
He testifies that the Reference scenario includes carbon adders and he used that
scenario in his analysis. He testifies that not much weight should be placed on carbon
adders because attempts to implement them have consistently failed. He also states that
Congress has demonstrated policy preferences for tax credits over carbon adders. Id. at
14-15.
Mr. Pollock testifies that, contrary to EAi witness Castleberry's statement, he
analyzed two specific provisions of Act 1088 which provide that for the cost of PPA of
more than five years to be recovered in rates, the Commission must find that:
1.

The cost of the PPA is reasonable and prudent;

2. The PPA will provide savings for retail customers as compared to other
generation and power supply options over the term of the PPA.
Mr. Pollock also testifies that because of EAi's continued projection of reduced peak
demand, he does not agree with the conclusion reached by Staff witness Athas that EAi
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needs the Chicot PPA. Id. at 16. He states that he is not inclined to oppose renewable
PPAs and points to his support for SPS's proposal to add wind resources. He states that
he opposed the Stuttgart PPA because his analysis revealed that projected costs would
exceed projected benefits. He states that he is not the sole advocate of the avoided cost
standard, noting that regulators in Alabama, Georgia, and Florida have applied the
avoided cost standard to evaluate PPAs. Id. at 17.
Mr. Pollock testifies that Mr. Castleberry's rejection of the renewable energy tariff
because not all customers are able to invest the required capital is not a valid reason to
reject the proposal. He states that if only a few large customers were willing to purchase
renewable energy under a voluntary tariff, the commitment would likely be able to
support both solar PPAs. The terms and conditions of other voluntary tariffs do not
require upfront capital contributions from customers.

He asserts that requiring a

voluntary renewable energy tariff is the only way to support a finding that the Chicot
PPA is required for public convenience and necessity and is in the public interest. Id. at
18-19.

Mr. Pollock testifies that he disagrees with Staff witness Foley's recommendation
to approve the 25 percent Additional Sum based on actual annual savings for the
following reasons:
•

She has not demonstrated that the Chicot PPA should receive a higher Additional
Sum than the Stuttgart PPA.

•

She mischaracterizes the Order in the Stuttgart PPA, which states that EAI can
recover an Additional Sum of 20 percent of actual cumulative net benefits. This
is different than her recommendation on actual annual savings.
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•

She and EAI seem to believe it is acceptable public policy for EAi's losses under
the Stuttgart PPA to be subsidized by customers while also paying the maximum
Additional Sum allowed under Act 1088 if the Chicot PPA actually provides
savings. This would be unfair to customers.

Id. at 19-20.
Mr. Pollock says that Mr. Castleberry's statement that netting the savings for the
two PPAs would effectively result in EAI receiving no Additional Sum is an implied
acknowledgment that the Stuttgart PPA will not result in actuals savings and that the
cumulative net losses will more than offset the Chicot PPA savings. He argues that
requiring customers to subsidize one PPA while granting an Additional Sum for the
other PPA would be unfair. Mr. Pollock states that EAi would not be prevented from
earning an Additional Sum under a voluntary renewable energy tariff. Id. at 19-21.
AG Surrebuttal Testimony

Woodruff - Surrebuttal
AG witness Woodruff addresses the rebuttal testimony of EAI witness Fielder
concerning the effect of more current natural gas prices on the Chicot PPA's value. He
also discusses EAI witness Castleberry's rebuttal related to the Additional Sum
requested. Mr. Woodruff remains concerned about the risk to the Chicot PPA's actual
value from continued low gas prices. He continues to oppose granting an Additional
Sum. However if the Commission decides to grant EAi an Additional Sum, he argues
that it should be limited to10 percent of the Chicot PPA's net benefits. Mr. Woodruff
testifies that his recommendations have not changed from those he made in his Direct
Testimony. Woodruff Surrebuttal at 3-4.
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Mr. Woodruff does not believe that simply comparing the 2016 vintage forecast
used by EAi in the analysis filed with its application and its recent 2018 vintage gas
forecast allows one to conclude that the Chicot PPA would still be economic. Instead, he
argues, additional analysis to accept or reject such a conclusion is needed. He states
that EAi's 2018 Low gas case falls below the range of natural gas prices EAi used in its
analysis of the Chicot PPA and it remains on a low trajectory thereafter. Mr. Woodruff
states that given this trajectory of EAi's 2018 low gas price scenario, it is not clear that
the Chicot PPA would be cost-effective if valued using such prices. He admits that he
has previously testified that low gas price scenarios should not be the sole basis for
resource decisions. However, he asserts that low gas prices are a known risk to the costeffectiveness of non-gas resources and argues that EAi should update its analyses based
on its most recent BP18U gas price forecasts. Id. at 5-8.
Mr. Woodruff states that Mr. Castleberry clarified that EAi was not arguing that
the amendment to the Stuttgart PPA or that the lower price of the Chicot PPA compared
to

the

Stuttgart

Additional Sum.

PPA

were

a

basis

for

approvmg

the

Instead, he states, EAi is asking for the Additional Sum merely

because Act 1088 allows for approval of an equitable sharing of savings when the
statutory criteria are met.

He recommends that that the Commission consider the

uncertainty of the Chicot PPA's benefits in low gas price scenarios when considering
granting an Additional Sum. Id. at 10-11.
Staff Surrebuttal
Athas - Surrebuttal
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Mr. Athas restates his recommendation and position from Direct Testimony,
stating that the Chicot PPA meets the requirements set forth in Act 1088 and therefore
he believes it is reasonable and prudent, in the public interest, and required by public
convenience and necessity. He acknowledges that the AG and AEEC have different
positions from Staff, but says that their positions have not changed his
recommendation. Athas Surrebuttal at 3-4.
Foley - Surrebuttal
Ms. Foley continues to support the positions she recommended in her Direct Testimony
- specifically, that EAi be allowed recovery of the Additional Sum of 25 percent. She
acknowledges that the AG and AEEC have different positions from Staff, but says their
positions have not changed her recommendation.

Foley Surrebuttal at 3-4.

EAI Sur-Surrebuttal

Castleberry - Sur-Surrebuttal
Mr. Castleberry testifies that even though EAi's future load forecast is lower than
previous forecasts, the Company still needs additional capacity. He cites the need to
replace the capacity provided by Lake Catherine 4 when it retires and states that the two
solar PPAs have allowed EAi to defer construction of planned gas-fired capacity. He
states that EAi has provided substantial evidence of the unquantified benefits of the
Chicot PPA, which were ignored by Mr. Woodruff and Mr. Pollock. However, he points
out that Staff witness Athas did not even take those benefits into account, and yet he still
determined that the economic analysis alone supported acquiring the resource.
Castleberry Sur-Surrebuttal at 7-8.
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Mr. Castleberry expresses concerns about Mr. Pollock's definition and
application of the "avoided cost standard." Specifically, he points out that Mr. Pollock
does not address the time period over which upward pressure on rates must be avoided
and also exactly what he means by "upward pressure on rates." He states that EAi
witness Fielder shows that the Company has demonstrated that over the life of the
Chicot PPA, net benefits to customers are expected.

Mr. Castleberry testifies that

capacity additions normally will impact rates in a general sense and that the benefits are
appropriately evaluated over the entire life of the resource. Id. at 8-11.
Mr. Castleberry testifies that EAi does not oppose a green tariff. However, EAi
does not support the type of voluntary tariff that Mr. Pollock is promoting. Mr. Pollock
did not provide any support that any of the tariffs he referenced in his Rebuttal
Testimony are similar to the voluntary tariff he proposes in this Docket. Likewise, Mr.
Castleberry states, he did not describe which of his industrial clients have corporate
sustainability goals or would be willing to support the costs of solar energy. He notes
that AEEC opposed both of EAi's solar PPAs and reiterates that Mr. Pollock's proposal
would allow certain customers a "second bite at the apple" by allowing them to reject the
Stuttgart PPA and also reject the Chicot PPA even if it is approved by the Commission.
Mr. Castleberry also reiterates that his statement concerning the Stuttgart PPA being
uneconomic in the early years with net savings realized later is not an acknowledgement
that it will not result in actual savings. Id. at 12-15.
Mr. Castleberry argues that because the Stuttgart PPA will be beneficial over its
life, Mr. Pollock's position that customers would be subsidizing a loss is illogical. He
describes Mr. Pollock's subsidization claims as a "red herring" because the Additional
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Sum only applies in cases of actual net savings. He contends that Mr. Pollock does not
establish any reasonable basis for rejecting the Additional Sum requested. Id. at 16-17.
Mr. Castleberry disagrees with Mr. Woodruffs position to deny or limit the
Additional Sum. He describes Mr. Woodruffs position as one that would result in the
Additional Sum declining with each successive PPA, arguing that this is at odds with the
legislative policy set out in Act 1088, which sets forth that each PPA be evaluated
individually. He asserts that the Commission should not disregard the legislative policy
and its authority.

He concludes that EAI's position on the Additional Sum is

straightforward and has demonstrated that the Chicot PPA is in the public interest and
that EAi has requested the 25 percent Additional Sum as allowed under Act 1088. Id. at
17-19.

Fielder - Sur-Surrebuttal
Ms. Fielder responds to Mr. Pollock's recommendation to reject the Chicot PPA
on the grounds that it will actually increase costs for customers due to continued low gas
prices.

She states that Mr. Pollock performed his own analysis of the energy cost

benefits using a spreadsheet and a NYMEX-sourced gas price forecast. His analysis
resulted in a NPV cost of $11 million for his Base case and a NPV cost of $5 million for
his Low Gas Price case, she notes. Ms. Fielder says his results are counter-intuitive in
that the Base case should not have a higher cost than the Low Gas Price case. Ms.
Fielder also disagrees with Mr. Pollock's additional downward adjustment to the
capacity value of the Chicot PPA, wherein Mr. Pollock applies a 33 percent reduction to
the capacity value that is stated in the Chicot PPA contract. Ms. Fielder points out that,
even with Mr. Pollock's unsupported adjustment, the Chicot PPA has a positive capacity
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value of $13 million NPV. Finally, Ms. Fielder points out that nowhere in his testimony
does Mr. Pollock combine the energy and capacity cost benefits from his analysis. She
says doing so would produce a positive value of $2 million for the Chicot PPA (energy
costs of $11 million NPV plus capacity benefits of $13 million NPV).

Fielder Sur-

Surrebuttal at 13-17.
Ms. Fielder testifies that AG witness Woodruff continues to request that EAi
update its production cost analysis with EAi's most recent low-gas scenario.

She

responds that EAi has performed the requested analysis and has provided the results to
all the parties. Ms. Fielder says the analysis which uses the BP18U low gas price and
assumes zero cost for carbon results in an energy cost of $5 million for customers.
However, she says that if the capacity benefits associated with the Chicot PPA are added
to the energy cost, then result would be positive net benefits to customers. Id. at 7-8.
Ms. Fielder states that Mr. Woodruff also recommends EAi perform analysis of
the risk of continued low capacity prices in MISO's capacity market. She responds that
any positive value given to the Chicot PPA capacity would increase the net benefit. She
believes EAi has already provided a "conservative" estimate of the capacity value of the
Chicot PPA. She points out that EAi assumed Chicot would only receive 50 percent
zonal resource credits in MISO rather than the expected 75 percent credit. She notes
that EAi has also assumed no carbon costs and no value for RECs for the duration of the
Chicot PPA. Id. at 8-10.
III. Summary of Partial Settlement and Supporting Testimony

On April 27, 2018, the Parties filed a Joint Motion to approve a Partial
Settlement. The Parties requested that the hearing be canceled and attached the Joint
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Stipulation and Partial Settlement Agreement as Joint Exhibit

1.

The Joint Motion

recites that each Party filed Stipulation Testimony, summarized below, which discusses
the specific positions regarding the Partial Settlement. Joint Motion at ir 2.
The Partial Settlement states that the parties were able to settle the following
issues:
•

Public Interest
o EAi and Staff support this finding along with recovery of the costs of the
Chicot PPA and any approved Additional Sum through Rider ECR.
o AEEC agrees to support such a finding because of the Renewable Energy
Tariff and Marketing of the Voluntary Renewable Energy Tariff provisions
(described below).
o AG does not take a position on the Public Interest of the Chicot PPA but
agrees not to contest it if the Commission makes that finding.

Joint Exhibit at ii 2.
•

Voluntary Renewable Tariff
o EAi commits to filing for approval the voluntary tariff by July 1,

2018.

The

tariff will be optional. All customers will be allowed to contract for service
from EAi's Stuttgart Solar resource and Chicot Solar resource with
subscriptions limited to 50 percent of the capacity of those resources.
Subscribing customers will pay the costs of their subscribed amounts and
those costs will not be included in the rates of other customers. The RECs
and proportionate share of all capacity and energy market revenues from
the resources will flow to the subscribers.
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Joint Exhibit at ~ 3.
•

Marketing the Voluntary Renewable Energy Tariff
o EAi commits to make a good faith effort in marketing the tariff to all
customers, including prospective customers. EAi will submit a detailed
marketing plan, annual reports reflecting EAi's marketing efforts, and
results. Based on the reports the parties have the right to recommend
changes to the tariff and the marketing activities.

Joint Exhibit 1 at

~4·

According to the Partial Settlement, the Parties were not able to settle this issue:
•

Additional Sum
o No agreement could be reached on whether EAi should be awarded an
Additional Sum in the manner proposed by EAi or on the percentage of
net benefits that EAi should receive. The parties agree that the issue is
ripe for Commission determination in its final order.

Joint Exhibit 1 at~ 5.
EAi Settlement Testimony

Castleberry - Settlement
Mr. Castleberry testifies that the Partial Settlement was reached through armslength negotiations among representatives from all parties in the Docket. He states that
the goal of the discussions was to resolve as many of the outstanding issues as possible
and that the public interest finding and recovery of costs through the ECR are supported
by EAi and Staff. He testifies that AEEC also supports this finding because of the
voluntary renewable energy tariff provisions included. He notes that the AG does not
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take a position on the public interest finding but agrees not to contest it if the
Commission so finds. Castleberry Settlement at 2-5.
Mr. Castleberry testifies that the inclusion of the voluntary renewable energy
tariff responds to AEEC witness Pollock's concerns expressed in his Surrebuttal
Testimony and aligns to an extent with the Company's position expressed in Mr.
Castleberry's own Rebuttal Testimony. He explains that the key provisions agreed to in
settlement discussions include allowing customers to subscribe to the tariff and pay for
the costs of both solar PPAs up to a specified subscription amount. He states that also
included are commitments by EAi to develop a marketing plan, make a good faith effort
to market the tariff, and report annually on the results. Mr. Castleberry says that many
customers are interested in obtaining dedicated renewable energy resources, and thus
offering this service is a logical next step now that EAi has renewable resources. Id. at
6-7.

Mr. Castleberry states that no agreement was reached on whether EAi should be
allowed to collect an Additional Sum to be calculated in the manner EAi proposed or on
the percentage of net benefits of the Chicot PPA. He testifies that EAi continues to
support its request that the Commission award an Additional Sum for the Chicot PPA of
25 percent. He provides specific reasons from the existing record in support of this

amount. Id. at 7-10.
AG Settlement Testimony

McMurray - Settlement
AG witness McMurray testifies that the AG does not take a position regarding the
public interest of the Chicot PPA, but will not contest a finding of public interest by the
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Commission.

He states that the AG agrees that Rider ECR is the proper recovery

mechanism for the costs of the Chicot PPA and for any Additional Sum granted that is
not recovered through the tariff described in Paragraph 3 of the Partial Settlement. He
notes that the AG continues to oppose recovery of any Additional Sum. Mr. McMurray
states that he was an active participant in the settlement discussions and is familiar with
its terms. McMurray Settlement at 3-4.
Mr. McMurray testifies that additional updated information provided by EAi in
Sur-Surrebuttal allows the AG to now be able to not object to a public interest finding
and to support the use of the ECR for cost recovery. He notes that the additional
information EAi provided demonstrated that even in the latest Low Gas scenario, the
Chicot PPA likely will provide benefits over the life of the asset when capacity benefits
are considered.

He states that Rider ECR recovers fuel costs, including costs for

purchased energy from third parties. Additionally, he notes, the Commission found
Rider ECR was appropriate for the Stuttgart PPA cost recovery. Id. at 5-6.
Mr. McMurray testifies that as long as the proposed green tariff is available to all
customers, the AG supports the concept as presented in the Partial Settlement. He
states that it could reduce the financial burden of solar PPAs on customers who are not
motivated to support renewable energy. Id. at 6.
Mr. McMurray states that the AG is still opposed to granting any Additional Sum. He
acknowledges that Act 1088 allows the granting of an Additional Sum if certain
conditions are met, but states that the Act does not require it.

He states that the

language of the statute implies that an Additional Sum should be awarded only for PPAs
that have unique characteristics.

He points out that the Commission stressed the
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unique characteristic of the Stuttgart PPA as being the first solar installation of its kind
in Arkansas, which Mr. McMurray characterizes as the most important criterion the
Commission cited in awarding the

20

percent Additional Sum in that docket.

He

contends that characteristic is not present in the Chicot PPA., adding that no basis exists
either in Act

1088

or in the Commission's Order in the Stuttgart docket to award a

greater Additional Sum for the Chicot PPA.
recommend

10

He states that the AG continues to

percent as reasonable if the Commission awards an Additional Sum, as

the Chicot PPA is not the first of its kind in Arkansas. Mr. McMurray recommends that
the Partial Settlement be approved without modification. Id. at 6-10.
AEEC Settlement Testimony
Pollock - Settlement
AEEC witness Pollock refers to his Surrebuttal Testimony where he stated that
requiring EAI to recover the costs of these PPAs through a voluntary renewable energy
tariff was the only circumstance that supports findings of public convenience and
necessity and that the Chicot PPA is in the public interest. He states that the Partial
Settlement requires a good faith effort on EAI's part to market subscriptions for 50
percent of the output of both the Chicot and the Stuttgart PPAs.

He states that

opportunities to increase the subscriptions can be addressed through other
commitments contained in the Partial Settlement, which allows AEEC and other parties
to suggest modifications to the tariff. Mr. Pollock states that AEEC probably would not
be able to agree that the Chicot PPA is in the public interest without this additional
opportunity. While he remains skeptical of the benefits EAI has projected, Mr. Pollock
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says he is comfortable with the Chicot PPA because a significant level of its costs may be
recovered through the voluntary tariff. Pollock Settlement at 6-7.
Mr. Pollock presents several additional reasons why the Partial Settlement is in
the public interest.
•

The Settlement is within the range of reasonable outcomes had the matter been
fully litigated.

•

The Settlement allows EAI to obtain additional experience with solar resources
and to provide another product to customers, while providing an alternate
recovery mechanism.

•

The marketing of the renewable energy tariff will mitigate upward pressure on
rates that could result from the PPAs, thereby insulating the majority of
ratepayers from a significant amount of that pressure.

Id. at 7-8.

Mr. Pollock asserts that neither EAi nor Staff have given a compelling reason to
grant a larger Additional Sum than was awarded in the Stuttgart proceeding. Before
rewarding EAi for the Chicot PPA, he states, the Commission should take the Stuttgart
PPA into consideration as well because it is likely ratepayers are subsidizing the costs of
that PPA. Id. at 8.
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Staff Settlement Testimony

Butler - Settlement
Staff witness Butler testifies that both EAi and Staff support finding that the
Chicot PPA is in the public interest and that recovery of the costs should occur through
Rider ECR. She notes that AEEC supports the public interest finding as a result of the
provisions concerning the voluntary renewable energy tariff. She points out that while
the AG takes no position on the public interest finding, it will not challenge such a
finding by the Commission. Butler Settlement at 4-5.
Ms. Butler states that EAi commits in the Partial Settlement to file an optional
voluntary renewable energy tariff by July 1,

2018,

which will be available to all of EAi's

customers. She says the tariff will allow customers to subscribe to amounts from both of
EAi's solar PPAs.

She describes EAi's commitment to make a good faith effort to

market the tariff to all customers and notes that EAi will submit a detailed marketing
plan for the tariff when it files the tariff and will also provide a report annually reflecting
the efforts to market the tariff. Id. at 5.
Ms. Butler testifies that Staff supports the terms in the Partial Settlement
concerning the voluntary renewable energy tariff. She states that Staff will evaluate the
tariff to determine that it includes appropriate ratepayer protections, adding that Staff
will also be allowed to recommend additional changes to the tariff based on review of
the annual reports EAi will provide. Id. at 6.
Ms. Butler observes that the parties could not agree on the Additional Sum issue.
However, she states that the parties do agree that based on the existing record, the issue
is ripe for the Commission's determination as part of its final order. The parties request
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that the Commission determine (1) if EAi should be awarded an Additional Sum to be
calculated in the manner EAi proposed, and if so, (2) the percentage of net benefits EAi
should receive for the Additional Sum. Id. at 6. Ms. Butler restates the factors Staff
witness Foley considered in reaching her conclusion that an Additional Sum is
warranted and her recommendation that EAi receive an additional sum equal to 25
percent of the savings calculated based on actual annual savings as approved by Order
No. 5 in Docket No. 15-014-U. Id. at 7-8.
IV.

Discussion

The Settling Parties presented substantial evidence in this Docket that the Partial
Settlement is reasonable and in the public interest. Substantial evidence shows that the
Chicot PPA will likely provide savings to customers as compared to other generation and
power supply options over the term of the PPA. Based on this evidence, and as required
by Act 1088 prior to any approval of a PPA covered by the Act, the Commission finds
that the cost of the Chicot PPA is reasonable and prudent; that the Chicot PPA will
provide savings for retail customers as compared to other generation and power supply
options over the term of the Chicot PPA; that the Chicot PPA is required by the public
convenience and necessity; that the Chicot PPA is necessary to supplement or replace
the utility's existing generation sources; and that approval of the Chicot PPA is in the
public interest.
The evidence also supports that Rider ECR is the correct mechanism for recovery
of the costs of the Chicot PPA. Rider ECR is the same recovery mechanism used for
costs of the Stuttgart PPA.
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It is reasonable and in the public interest for EAi to file for Commission

consideration and approval an optional voluntary renewable energy tariff. This will
allow the Parties and the Commission to study the costs and benefits of such a tariff.
Further, upon approval of the optional voluntary renewable energy tariff, it is
reasonable for EAi to market the tariff to current and prospective customers.
The only issue remaining is whether EAi should be awarded an Additional Sum
to be calculated in the manner proposed by EAi in this proceeding, and if so, the
percentage of net benefits that EAi should receive for the Additional Sum. As noted by
Order No. 5 in Docket No. 15-014-U, the award of an additional sum is not required by
Act 1088 but rather is discretionary. Arkansas Code Annotated§ 23-18-109(e) provides:
(l)(A) If the commission approves a power purchase agreement under this
section, the commission may authorize the utility to recover an additional
sum as determined by the commission in recognition of the unique
characteristics of the power purchase agreement if the commission finds
that including the additional sum is in the public interest.
(B) However, an additional sum is not appropriate if the generator
party to the power purchase agreement is an affiliate of the utility.
(2) In determining the additional sum allowed under subdivision (e)(1) of
this section, the commission may consider:
(A) The risks of the power purchase agreement;
(B) A commensurate return on the power purchase agreement as
would be allowed for an equivalent investment in a power plant;
(C) (i) An equitable sharing of any savings between the utility and
the retail customers of the utility.
(ii) However, the retail customers' share shall not be less
than seventy-five percent (75%); and
(D) Any other reasonable mechanisms for determining the
additional sum that:
(i) Are in the public interest;
(ii) Equitably balance the interests of the utility and the
retail customers of the utility; and
(iii) Provide results that are comparable to the criteria
described in subdivision (e)(2)(B) or subdivision (e)(2)(C) of
this section.
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(3) If the commission authorizes an additional sum under this subsection,
the utility shall recover the additional sum over the entire term of the
power purchase agreement in the same manner as it recovers the cost of
the power purchase agreement as long as electricity, generation capacity,
or ancillary products are being delivered in accordance with the terms of
the power purchase agreement.
The Commission finds that including the Additional Sum is in the public interest
under the facts of this case. As noted by the Commission in Order No. 5 in Docket No.
15-014-U, inclusion of an Additional Sum under Act 1088 removes, at least in part, the
disincentive to utilize PPAs instead of investing in additional generation plant. The
Chicot PPA also enables EAi and its ratepayers to obtain the benefits of an expiring
federal tax credit and emissions-free generation through a larger solar facility with
updated technology such as a single-axis tracking system. Use of the Additional Sum
equitably balances the interests of the utility and its retail customers.
As to the amount of the Additional Sum, the Commission finds no compelling

reason to vary from its decision in Docket No. 15-014-U to award EAi an Additional Sum
of 20 percent of actual cumulative net benefits. No party has produced substantial
evidence of a significant change to either revise that amount downward (as proposed by
AEEC and the AG) or upward (as proposed by EAi and Staff).
Similar to the Stuttgart PPA, although EAi has appropriately minimized the risks
of the Chicot PPA to both itself and its ratepayers, there remains some uncertainty of the
Chicot PPA benefits in a scenario of low gas prices. However, although there is evidence
which suggests the benefits may be reduced, substantial evidence does not indicate that
the benefits would be eliminated.

The evidence shows that the sharing of actual

cumulative net benefits as recommended by Staff and as approved by the Commission
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for Stuttgart Solar4 will result in EAI receiving less than if it received a commensurate
return on an equivalent investment in a power plant. Although there are differences in
the Stuttgart and Chicot facilities and in the terms of the PPA, they are not significant
enough to warrant a revision in the amount of the Additional Sum.
An award of

20

percent of actual annual savings calculated in the same manner

as Order No. 5 in Docket 15-014-U equitably balances the interests of the ratepayers
and the utility under the facts of this case. Sharing of actual savings between customers
and the utility aligns customer and utility interests in realizing these net benefits.
Finally, the Commission declines to adopt AEEC's proposal to base the Additional
Sum on a net of the savings for the Stuttgart and Chicot PPAs. Such an approach would
effectively revise the terms of Order No. 5 in Docket No. 15-014-U. At this time, the
Commission finds that it is reasonable to consider the Additional Sum for each PPA on a
case-by-case basis.

V.

Commission Findings and Ruling

Based upon the totality of the evidence presented in this Docket, and after
considering all of the pre-filed testimony and exhibits, the Commission approves the
Partial Settlement as reasonable and in the public interest.

Therefore, the Commission

directs and orders as follows:
1.

The Partial Settlement Agreement is approved.

2.

EAI's Chicot PPA is in compliance with the provisions of Act 1088 and is

approved as in the public interest.

Foley Direct at 10 and Order No. 5 in Docket No. 15-014-U at 24-26. The Commission notes its finding
in Stuttgart Solar that "[i]t is also more appropriate to base the additional sum on actual savings instead
of projected savings so that EAI will only receive the sum for actual performance" and that "the
calculation of cumulative net benefits shall reasonably account for the time value of money." Id.

4
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3.

The costs of the Chicot PPA shall be recovered through EAI's Rate

Schedule No. 38, Energy Cost Recovery Rider (Rider ECR).
4.

EAi is directed to file for Commission consideration and approval not

later than July

1, 2018,

an optional voluntary renewable energy tariff in a new "TF"

docket.
5.

Should an optional voluntary renewable energy tariff be approved by the

Commission, EAi is directed to market to current and prospective customers the
optional voluntary renewable energy tariff.
6.

The "Additional Sum" based on

20

percent of the actual annual savings

achieved by the Chicot PPA calculated using the same methodology approved by Order
No.

5

in Docket No.

15-014-U,

is approved as in the public interest, recoverable through

Rider ECR.
7.

EAi is directed to file a revised compliance tariff for Rider ECR consistent

with the provisions adopted herein.
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BY ORDER OF THE COMMISSION.

fAl

This Ji'_ day of June,

2018.
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