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VERIFIED TESTIMONY OF MICHAEL L. ZDYB 
 

NORTHERN INDIANA PUBLIC SERVICE COMPANY 
 

CAUSE NO. 43922 
 

I. INTRODUCTION 1 

Q1. Please state your name and business address. 2 

A1. My name is Michael Zdyb.  My business address is 801 E. 86th Avenue, Merrillville, 3 

Indiana 46410. 4 

Q2. What is your role within Northern Indiana Public Service Company (“NIPSCO” or 5 

the “Company”)? 6 

A2. I am Director, Regulatory Strategic Analysis.   7 

Q3. Please describe your educational and business experience. 8 

A3. I graduated from Purdue University with an Associate Degree in Civil Engineering and a 9 

Bachelor’s Degree in Construction Management.  I also hold a Masters of Business 10 

Administration Degree from the University of Notre Dame in South Bend, Indiana.  I 11 

have been employed by NIPSCO and its affiliate companies continuously since 1976.  12 

From 1976 through 1983 I held various positions in distribution field engineering and 13 

customer service positions.  From 1983 through 1989 I was Assistant to the Gary 14 

Division Manager in Gary, Indiana.  In 1989, I was promoted to District Manager in 15 

Angola, Indiana where I had responsibility for all aspects of the gas and electric 16 

distribution operations and customer service activities for a four county area.  In 1991, I 17 

became the Operations Manager for NIPSCO’s Gas and Electric Distribution where I was 18 

responsible for all distribution service, maintenance and construction activities for 19 
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customers in the Northeast region of NIPSCO.  In 1993 I assumed the responsibilities as 1 

Operations Manager-Electric Distribution, where I was responsible for the operation and 2 

maintenance of the electric distribution system including the distribution substations for 3 

the east half of the NIPSCO distribution system and customer base.  In 1995 I was 4 

promoted to Director of Customer Service for NIPSCO where I was responsible for the 5 

NIPSCO customer call center, all customer billing and collections, meter reading, CIS 6 

quality control, customer service field offices, and customer service dispatching.   In 7 

1997, I became Director of Sales and Service.  A year later, I became Director – Major 8 

Accounts where I was responsible for all large customer activities for the top 150 largest 9 

volume electric and gas customers on the NIPSCO system.  In 2001, I accepted the 10 

position of Vice President of Business Development for NiSource Energy Technologies, 11 

an unregulated NiSource Inc. subsidiary focused in the distributed generation market 12 

space while developing and marketing small Combined Heat and Power systems. During 13 

2008, I coordinated the existing interconnection and net metering process for NIPSCO. 14 

During this time I had responsibility for working with customers who were either 15 

evaluating or installing renewable energy systems.  My group was responsible for 16 

ensuring that the customer application process and any questions related to this evolving 17 

customer interest in renewable energy and net metering was handled accurately and in a 18 

timely fashion.  During this time we had experiences with interconnecting solar, wind, 19 

and bio fueled generation.  My current title is Director, Regulatory Strategic Analysis. 20 
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Q4. Please describe your responsibilities in your current position. 1 

A4. I am responsible for monitoring the development of evolving technologies and markets.  I 2 

am also responsible for the assessment of potential and developing business processes for 3 

the potential application and integration of technology and markets to achieve 4 

stakeholder benefits.  5 

Q5. Have you previously testified before the Commission? 6 

A5. No, I have not. 7 

Q6. What is the purpose of your testimony? 8 

A6. The purpose of my testimony is to explain the development of the economic model used 9 

to develop the purchase rate structure for NIPSCO’s Renewable Feed-In tariff, Rate 849, 10 

proposed in this proceeding. 11 

II. DERIVATION OF THE PRICING FOR RENEWABLE FEED-IN TARIFF 12 

Q7. How did NIPSCO derive the pricing for power to be purchased under the renewable 13 

feed in tariff? 14 

A7. NIPSCO used a discounted cash flow (“DCF”) model to derive the pricing to be proposed 15 

for wind, solar, and biomass renewable projects.  A DCF analysis is a method of valuing 16 

a project using the concepts of the time value of money and future positive and negative 17 

cash flows.  18 
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Q8. What assumptions were required to develop the pricing model? 1 

A8. We used the DCF model to review the net present value of representative projects over a 2 

twenty-year period.  The DCF model included the following assumptions: 3 

 Estimated energy outputs for representative project(s) for each technology; 4 

 Capital cost of installation; 5 

 Operations and maintenance costs; 6 

 Discount rate; 7 

 Federal investment tax credit; 8 

 Tax effect of accelerated depreciation; and  9 

 Inflation 10 

Based on the inputs to the model, purchase rates in dollars/kWh were calculated for each 11 

technology. 12 

Q9. How were representative projects for each technology identified? 13 

A9. At the outset, it is important to recognize that the size and configuration of renewable 14 

energy projects is in a nearly constant state of flux as technology and needs change.  With 15 

that said, we identified reasonable assumptions about output and installed cost for each 16 

technology.  For solar, we chose a 100 kW solar panel array suitable for use on a scaled 17 

basis by both residential and commercial customers.  For wind, we chose a 90 kW wind 18 
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turbine that could be installed in modules to achieve increasing capacity and output.  For 1 

large wind, we chose a 1 MW capacity machine.  For biomass, we chose a 2.8 MW 2 

combustion generator that could be fueled by renewable fuels from a variety of sources. 3 

Q10. Why is the 100 kW solar array project a reasonable representative project for use in 4 

the model?  5 

A10. The 100 kW solar panel was chosen because it represented the point of differentiation 6 

from our net metering proposal and the proposed renewable feed-in tariff.  We felt that 7 

this size captured some of the economies of scale for both purchase and installation cost.   8 

Q11. Why are the 90 kW wind turbine and 1 MW wind turbine projects reasonable 9 

representatives for use in the model? 10 

A11. We used the 1 MW and 90 kW machines to develop purchase rate points because we 11 

have received inquiries from customers who want to install a single 1 MW capacity 12 

turbine or multiples of smaller machines such as the 90kW to reach the desired project 13 

size.  In this case we used the estimated cost of $1 million per MW installed for the 1 14 

MW wind turbine and $207,000 for the 90 kW wind turbine.  These costs are estimates 15 

were obtained from various sources in the media and industry.  Wind projects have many 16 

variables that are specific to each site, such as the wind opportunity, site selection, pole or 17 

tower maintenance, turbine maintenance, zoning and permits, widely varying balance of 18 

system costs, the proximity and type of interconnection, interconnection fees, insurance 19 

and whether or not it is a residential or a commercial endeavor.  20 
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Q12. Why is the 2.8 MW biomass project a reasonable representative project for use in 1 

the model? 2 

A12. We used 2.8 MW biomass project because we have been in discussions with an interested 3 

customer and felt that we had experience with a project of this size and that this 4 

customer’s operation was typical.  It is also representative of a typical operation that 5 

could support a biomass generation project with a biomass fuel stream, digester and gas 6 

clean up.  7 

Q13. How did NIPSCO determine the assumed capital cost of installation for each 8 

representative project? 9 

A13. We used the estimated ranges that have been published in various media sources, some 10 

energy associations, actual costs of installations, manufacturers’ web sites and price lists.   11 

Q14. How did NIPSCO determine the appropriate operations and maintenance (“O&M”) 12 

costs for use in the model? 13 

A14. Many technologies are still in the early stage of market penetration in Indiana and the 14 

Midwest.  We used either a percentage of installed cost or an estimated fixed amount, 15 

depending upon the technology, as a reasonable assumption to what the O&M cost could 16 

be over the life of the project.  The assignment of O&M cost as a percentage of project 17 

cost is a common estimating technique for project evaluation.  O&M costs are specific to 18 

the technologies installed and the complexities of the installation and maintenance 19 

requirements to operate as a generator.   20 
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Q15. What discount rate was used in the model? 1 

A15. A 7% discount rate was used for the twenty-year analysis period.  Given the wide range 2 

of possible project costs for the three technologies, this allowed for a representative 3 

project to earn a simple payback of between 6 and 10 years. 4 

Q16. What rate of inflation was used in the model? 5 

A16. A 2% annual inflation rate was used in the model.  NIPSCO believes this is a reasonable 6 

estimate of the average rate of inflation over a ten year contract term.  While annual rates 7 

may vary higher or lower, 2% is consistent with the long-term rate of inflation observed 8 

in the economy as a whole   9 

Q17. What purchase rates were derived from the DCF model using the inputs you have 10 

described? 11 

A17. Based on the inputs to the DCF model noted above, the proposed purchase rate for 12 

purchases from solar projects is $0.26/kWh, for purchases from wind projects less than 13 

100 kW is $ 0.17/kWh, for purchases from wind projects equal to or greater than 100 kW 14 

is $0.10/kWh, and for purchases from biomass projects is $0.07/kWh.  Purchase rates 15 

under the proposed renewable feed in tariff would be fixed for the duration of a 16 

maximum ten year contract term, or, at customer’s election, may be allowed to reflect the 17 

currently-approved tariff rate as it may be updated from time to time.   18 
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Q18. For those projects greater than 2 MW and up to and including 5 MW, NIPSCO is 1 

proposing a formula application attached to its tariff.  Is that formula application 2 

consistent with the DCF model? 3 

A18. Yes, it is.  The formula included in the tariff is the same methodology utilized to calculate 4 

the purchase rates described above.  Since the installed cost of larger projects may vary 5 

more so than smaller projects, NIPSCO is incorporating the formula to assist in the 6 

calculation of the purchase rate based upon the inputs of a specific project of that size at 7 

the time of the customer’s application.   8 

Q19. Do you anticipate that there will be a cost to the customer for interconnecting to 9 

NIPSCO’s electric system? 10 

A19. If there is a cost to interconnect, those costs could vary with each project, and are the 11 

responsibility of the customer under the terms of Rule 51 of NIPSCO’s General Rules 12 

and Regulations Applicable to Electric Service. 13 

III. CONCLUSION 14 

Q20. How do the rates under the proposed feed in tariff compare with similar rates 15 

offered by other utilities?  16 

A20. The proposed rates are comparable to those offered by Indianapolis Power & Light 17 

Company (“IPL”), the only other Indiana utility with a similar tariff.  NIPSCO also 18 

investigated similar tariffs in use in other states, and while the results varied widely based 19 

on localized conditions and requirements, the rates proposed by NIPSCO are consistent 20 
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with their design and are within the range of those rates.  The length of our ten-year 1 

contract is also comparable to that of other utilities.  2 

Q21. Is it your belief the model produces reasonable purchase rates? 3 

A21. Yes.  The results reflected in the proposed renewable feed in tariff are reasonable based 4 

on the inputs used, and as demonstrated by the fact that they are in line with similar 5 

purchase rates in use by IPL and in other states. 6 

Q22. Does this conclude your direct testimony? 7 

A22. Yes.8 
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Verification 

I, Michael L. Zdyb swear and affirm that the foregoing representations are true and 

accurate to the best of my knowledge and belief. 

Michael L. Zdyb 

7-1"'- 10 

Dated 


