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VERIFIED SETTLEMENT TESTIMONY OF TIMOTHY R. CAISTER 

NORTHERN INDIANA PUBLIC SERVICE COMPANY 

CAUSE NO. 43922 
 
I. INTRODUCTION 1 

Q1. Please state your name and business address. 2 

A1. My name is Timothy R. Caister.  My business address is 101 W. Ohio Street, Suite 1707, 3 

Indianapolis, Indiana  46204. 4 

Q2. Are you the same Timothy R. Caister that submitted prefiled direct testimony in 5 

this Cause? 6 

A2. Yes, I am.   7 

Q3. What is the purpose of your settlement testimony in this Cause? 8 

A3. The purpose of my settlement testimony in this proceeding is to provide a summary of 9 

and support for the Stipulation and Settlement Agreement (“Settlement Agreement”) 10 

reached with Indiana Office of Utility Consumer Counselor (“OUCC”), Citizens Action 11 

Coalition of Indiana, Inc. (“CAC”), The Hoosier Chapter of the Sierra Club (“Sierra 12 

Club”), Indiana Distributed Energy Advocates, Inc., and Bio Town Ag, Inc. (collectively, 13 

“Parties”) in this proceeding and to seek approval of the Settlement Agreement by the 14 

Commission.   15 

Q4. Please describe the background into the Settlement Agreement. 16 

A4. NIPSCO initiated this proceeding on July 16, 2010 seeking approval of a new renewable 17 

feed-in tariff and modifications to its net metering tariff.  On November 12, 2010, the 18 

various Parties to this proceeding filed prefiled direct testimony requesting modifications 19 
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to NIPSCO’s proposal.  No party submitted testimony seeking denial of NIPSCO’s 1 

request; rather, they all submitted their own proposals of how the request should be 2 

modified.  Since that time, NIPSCO has worked with the Parties in a collaborative 3 

fashion to seek a comprehensive settlement of the request.  As evidence of those efforts, 4 

the Parties have all entered into the Settlement Agreement to resolve the issues in this 5 

proceeding.1 6 

NIPSCO would like to take this opportunity to thank the Commission the time to allow 7 

substantive and worthwhile settlement discussions to occur among the Parties.  In 8 

addition, NIPSCO would also like to thank the Parties for their attention to this matter to 9 

reach a comprehensive resolution and willingness to work through the many detailed 10 

issues in the proceeding.   11 

Q5. Are you sponsoring any exhibits? 12 

A5. Yes.  I am sponsoring the Settlement Agreement, which has been filed with the 13 

Commission as Joint Exhibit 1.  14 

II. SUMMARY OF SETTLEMENT AGREEMENT 15 

Q6. Please summarize the Settlement Agreement. 16 

A6. In summary, the Parties are proposing the following through the Settlement Agreement: 17 

a. addition of a renewable feed-in tariff for electric service to NIPSCO’s tariff; 18 

                                                 
1As discussed in the Settlement Testimony of Michael Mullett and footnoted in the Settlement 
Agreement, Sierra Club and CAC have endorsed the proposed feed-in tariff subject to their 
reservations about forest thinning and waste-to-energy facilities. 
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b. approval of a standard-form renewable purchased power agreement under the 1 

feed-in tariff; 2 

c. modification of NIPSCO’s currently approved electric net metering tariff to 3 

expand eligibility, expand the net metering program cap and expand eligibility to 4 

all classes of retail customers; and 5 

d. other related relief as described in the Settlement Agreement, including provisions 6 

regarding reporting through the pilot feed-in tariff program and recovery of 7 

purchased power costs incurred under the feed-in tariff. 8 

Q7. What are the notable differences between the feed-in tariff proposed under the 9 

Settlement Agreement and that proposed in NIPSCO’s case-in-chief? 10 

A7. Outside of some language improvements and other miscellaneous changes, one of the 11 

most notable changes to the feed-in tariff is found in the length of term for a contract 12 

under the tariff.  The Parties have agreed that the length of the contract should extend for 13 

a period not to exceed 15 years.  In addition, the Parties are proposing additional 14 

technologies and tiers to the eligible facilities.  For example, the proposed feed-in tariff 15 

under the Settlement Agreement has added a tier dedicated to small hydro and small solar 16 

facilities. 17 

Furthermore, the Parties have proposed to clarify that certain eligible facilities are those 18 

specifically found in Ind. Code § 8-1-8.8-10(a)(1) through (a)(5) and Ind. Code § 8-1-8.8-19 

10(a)(8) as of January 1, 2011.  The CAC and Sierra Club have reserved their right to 20 
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advocate a different position from the Parties regarding forest thinning and waste-to-1 

energy facilities. 2 

Q8. Are the Parties proposing any changes to the purchase rates under the feed-in 3 

tariff? 4 

A8. Yes, the Parties have agreed to changes to some of the purchase rates, but have also 5 

maintained other purchase rates as proposed in NIPSCO’s case-in-chief.  As an example, 6 

the Parties have proposed inclusion of a capacity payment for biomass projects at the 7 

current-effective Cogeneration Tariff capacity rate as that rate fluctuates from year-to-8 

year.  In addition, the Parties have agreed to increase the proposed purchase rate for 9 

energy from biomass projects to $0.106/kWh.  Lastly, I would note that the Parties have 10 

agreed to incorporate a 2% escalator on the purchased energy rate per year.  This 11 

escalator would be applied in the renewable purchased power agreement. 12 

Q9. Does the proposed feed-in tariff under the Settlement Agreement still contemplate 13 

the use of a formula rate for projects with a size greater than 2 MW? 14 

A9. Yes, it does with three exceptions.  First, the formula rate would not apply to biomass 15 

projects.  The purchase rate proposed in the Settlement Agreement for biomass projects 16 

would exist for all projects up to 5 MW.  Second, the formula rate would not apply to 17 

hydro projects; rather, the purchase rate for small hydro less than 1 MW would stand on 18 

its own since hydro projects 1 MW or greater would not be eligible.  Lastly, the formula 19 

rate would apply in its entirety for projects from Energy from Waste or Dedicated Crops. 20 
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Q10. Are there any other aspects of the Settlement Agreement that you would like to 1 

highlight? 2 

A10. Yes, I would note that the Parties have taken efforts to propose specific language in the 3 

Settlement Agreement that are important for purposes of evaluating all of these 4 

renewable technologies during the pilot period.  The Parties have agreed to specific 5 

carve-outs of the program cap to the small technology tiers so that large projects do not 6 

erode the program caps and present a barrier for smaller projects to develop.  In addition, 7 

the Parties have agreed to language to make sure that the overall 5 MW project limit 8 

applies to the combination of a customer’s premises.  It is important that as much 9 

information as possible be garnered during the pilot period from the most diverse pool of 10 

entrants, and these changes help to facilitate this objective. 11 

Q11. Please explain the proposal in the net metering provisions of the Settlement 12 

Agreement. 13 

A11. The Parties have agreed to propose changes to NIPSCO’s net metering tariff that would, 14 

in summary, implement the unit size and program limits embodied in the Commission’s 15 

currently-pending rulemaking on net metering.  The unit size limit would be 1 MW as 16 

opposed to 100 kW originally proposed in NIPSCO’s case-in-chief.  The program limit 17 

would increase to 30 MW with 40% of that amount reserved for residential customers.  18 

These are significant increases to NIPSCO’s currently-effective tariff limits.  NIPSCO 19 

would also incorporate any changes to its tariff as effective from the Commission’s 20 

rulemaking. 21 
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It is also important to point out that the proposal under the feed-in tariff would permit a 1 

customer to utilize up to 1 MW of its capacity for net metering and then utilize any 2 

amount in excess of 1 MW under the applicable purchase rate of the feed-in tariff. 3 

Q12. How does the Settlement Agreement address recovery of purchased power expenses 4 

incurred by NIPSCO under the feed-in tariff? 5 

A12. The Parties agree that NIPSCO should be authorized to recover all costs of purchases 6 

under the feed-in tariff, including purchased energy and purchased capacity, as described 7 

in NIPSCO’s petition initiating this proceeding.  Specifically, NIPSCO should be 8 

authorized to recover the cost of purchases of energy from eligible renewable resources 9 

through its Section 42(a) tracking mechanism filed together with its quarterly fuel 10 

adjustment clause proceedings pursuant to Ind. Code § 8-1-2-42(d) in a manner 11 

consistent with NIPSCO’s treatment of its wind PPA purchases approved by the 12 

Commission in Cause No. 43393, or through an appropriate mechanism approved in 13 

successor tariff volumes.  To the extent that the cost of such purchases exceeds the 14 

statutory benchmark for recovery through the FAC, the Parties agree that such purchases 15 

should also constitute a “financial incentive for projects to develop alternative energy 16 

sources, including renewable energy projects” within the meaning of Ind. Code 8-1-8.8-17 

11 and are eligible for timely recovery and not be subject to any benchmarks for recovery 18 

for the full term of any such contracts approved by the Commission.  The Parties agree 19 

that NIPSCO should be authorized to defer the costs of purchases of capacity under the 20 

feed-in tariff for future recovery through NIPSCO's Resource Adequacy Tracker or such 21 

successor mechanism approved by the Commission. 22 
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III. PUBLIC INTEREST 1 

Q13. Is the Settlement Agreement in the public interest? 2 

A13. Yes, it is.  For the same reasons stated in my prefiled direct testimony, the changes in its 3 

proposal embodied in the Settlement Agreement are in the public interest because they 4 

increase opportunities for the expansion of renewable resources by our customers.  The 5 

Settlement Agreement is also an opportunity for NIPSCO to gather further information 6 

about how and when our customers choose to elect such options, and how such 7 

renewable options operate in Indiana.  Furthermore, the Settlement Agreement is also 8 

consistent with the state’s Strategic Plan as I discussed in my direct testimony. 9 

Secondly, the Parties have agreed to resolve all issues in this proceeding, with the 10 

exception of the reservation of one issue by CAC and Sierra Club.  This serves the public 11 

interest by avoiding contentious and costly litigation.  It also serves to provide a going-12 

forward framework within which the Parties can understand how the pilot program will 13 

operate.  Through agreement by all of the Parties to this proceeding, consensus has been 14 

reached regarding how best to implement NIPSCO’s pilot program and implement 15 

changes to the net metering tariff.  Each party has invested and will remain invested in 16 

the evaluation process through the reporting of the pilot period information.   17 

It should also be a positive reflection of the Settlement Agreement considering the cross-18 

section of the industry that is represented.  The Settlement Agreement is executed by 19 

renewable production facility interests, customer advocacy groups and the petitioning 20 

electric utility.   21 
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IV. PROCEDURES AND REPORTING UNDER SETTLEMENT AGREEMENT 1 

Q14. What agreement was reached by the Parties regarding reporting during the 2 

proposed pilot period? 3 

A14. NIPSCO agrees that it will submit annual reports to the Commission and the OUCC on 4 

the anniversary of the first effective date of the tariff through the life of the pilot program 5 

and a final report summarizing the program at the end of the pilot period (due not later 6 

than 90 days after the end date for the pilot program).  These annual reports and the final 7 

report will contain, at a minimum, information concerning participant characteristics, 8 

project characteristics, production totals, customer surveys, customer complaints (type 9 

and number) directly related to this program, issues/problems pertaining to queues for 10 

interconnection, environmental violations (if any are known) on behalf of the 11 

participants, and other externalities as well as NIPSCO operational issues related to the 12 

programs.  Lastly, NIPSCO agrees that it will host an annual meeting among stakeholders 13 

to discuss the previous year’s activities related to the pilot program, including the 14 

allocation between technologies within the system-wide cap(s). 15 

Q15. What process do you envision for implementing the standard-form contract under 16 

the proposed feed-in tariff? 17 

A15. If approved, the standard-form contract would permit NIPSCO to enter into agreements 18 

with eligible customers as swiftly as possible and to allow certainty for customers who 19 

may have financing or investment banking decisions that need to be resolved in order to 20 

move forward with the project.  As long as the executed agreement conforms to the 21 
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standard-form agreement approved by the Commission, there would be no specific 1 

additional approval required from the Commission.  In this manner, it is the same as 2 

NIPSCO entering into a contract with a general service customer under a Commission-3 

approved general service tariff.   4 

The Settlement Agreement provides that NIPSCO will seek approval from the 5 

Commission for in those instances when there may be deviations from the standard-form 6 

contract.  To implement this provision of the Settlement Agreement, NIPSCO proposes 7 

that it be permitted to submit the contract to the Commission under its 30-day filing 8 

procedures when there are no deviations from the purchase rate in the feed-in tariff.  For 9 

those instances when there are deviations to the purchase rate as contemplated by the 10 

proposed feed-in tariff, then NIPSCO proposes that it would file for specific approval for 11 

the agreement from the Commission.  NIPSCO feels this is the appropriate mechanism 12 

and it is important that the Commission review and approve the contracts when they 13 

deviate from the purchase rates included in the tariff since recovery of the costs are 14 

sought from all other customers. 15 

Q16. Does this conclude your prefiled settlement testimony? 16 

A16. Yes, it does.17 




