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The Energy Facilities Siting Board ("“Siting Board") hereby APPROVES subject to
conditions the petition of Altresco Lynn, Inc. to construct a 170 megawatt bulk generating

facility and ancillary facilities in Lynn, Massachusetts.

L INTRODUCTION

A Summary of the Proposed Project and Facilities
Altresco Lynn, Inc. ("Altresco” or "Company") has proposed to construct a 170

megawatt ("MW") natural gas-fired combined-cycle cogeneration facility on a 5.7-acre site at
the General Electric ("GE") River Works complex in the City of Lynn, Massachusetts
(Exhs. AL-2, p. 1-1; HO-E-4, p. 2-1).

The proposed facility would be powered by natural gas delivered through a new
2.5-mile pipeline constructed by Tennessee Gas Pipeline Company ("Tennessee"), with
distillate oil as back-up fuel (Exh. HO-E-4, p. 2-1; Exh. AL-29). A natural gas
interconnection line of approximately 1,800 feet would be constructed between a new sales
meter station on Tennessee’s system and natural gas compressors within the proposed facility
(Exh. AL-2, at 3-8). Pursuant to signed contracts and precedent agreements, Altresco will
be provided with natural gas on a 365-day-per-year firm basis (Exh. HO-V-11, attachs.
11a-f). The proposed upper limit on the use of oil in the Company’s air quality permit is
five days per year (Exh. HO-E-4, at 1-1; Tr. 6, at 22).! The proposed facility would
include an above-ground, 1,450-foot, 12-inch diameter steam line capable of providing GE
with at least 55,000 pounds per hour ("1b/hr") of steam for process and heating use (Exhs.
AL-2, at 3-1; HO-E-33, at A-1; HO-RR-37). The electricity generated by the proposed
facility would be transmitted via two 116-foot, 115 kilovolt ("kV") above-ground
interconnection lines to existing utility lines (Exhs. AL-2, p. 3-7; HO-E-1, p. 2-1).

! The Company indicated that the back-up fuel that it will burn is very low sulfur
distillate oil, which would contain at most 0.05% sulfur, compared to 0.2-0.3% sulfur
in ordinary No. 2 distillate oil (Exh. AL-8, at 6).

-8- -
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The major components of the proposed project include: (1) three GE Series 6000 gas

turbine generators; (2) three enclosed heat recovery steam generators ("HRSG"); (3) a single

condensing turbine generator with a water-cooled condenser; (4) a wet mechanical draft
evaporative cooling tower; and (5) three 199-200 foot stacks (Exhs. HO-E-4, at 2-2;
HO-E-368). Additional components include an ammonia storage tank, a 500,000 gallon
municipal effluent storage tank, and a 100,000 gallon demineralized water storage tank
(Exh. HO-RR-68). Altresco proposes to utilize treated effluent from the Lynn Water and
Sewer Commission ("LWSC") as a source of non-potable water for cooling tower make-up
(Exhs. HO-E-1, at 5-15; AL-2, at 1-2). Nitrogen oxide ("NOx") emissions would be
controlled through the use of advanced low-NOx combustors and Selective Catalytic
Reduction ("SCR")? (Exh. HO-E-1, at 5-1).

The Company’s proposed site is located in an area zoned for heavy industry and
consists of developed industrial land currently being used for industrial purposes (Exhs.
AL-2, at 1, 13-21; HO-E-71). The proposed site is bounded by residential areas to the north
and northwest, by Route 1A (the Lynnway) to the east, by Route 107 (Western Avenue) to
the west, and by the Saugus River and marsh areas to the south (Exh. AL-2, at 13-9). The
area immediately surrounding the proposed site is predominantly industrial, while the
residential neighborhoods surrounding the proposed site in Lynn, Revere and Saugus are of
medium density (id. at 12-11; Exh. HO-E-1, at 2-1; Tr. 1, at 90-91).

The Company estimated that construction could be completed in approximately
eighteen months and that the proposed facility would cost approximately $181.8 million
(Exhs. HO-V-1;- HO-RR-88).

Altresco stated that the Company filed an application with the Federal Energy
Regulatory Commission ("FERC") for certification of the proposed project as a "Qualifying
Facility” ("QF") under the Public Utilities Regulatory Policies Act of 1978 ("PURPA")

2 SCR is a flue-gas treatment technology that involves injection of ammonia into the
turbine exhaust system (Exh. HO-E-1, at 5-2).

-
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(Exh. HO-B-5). The Company stated that FERC issued Order Number QF90-128-000 on the
application on August 8, 1990 (id.). The Company provided a self-certification that

(1) demonstrates that the proposed facility continues to satisfy QF requirements for operating
standards and efficiency standards, and (2) states that no utility or utility holding company
owns 50% or more of the project (id.).

Altresco executed a power purchase agreement ("PPA") with Commonwealth Electric
Company ("ComElectric") for 25 MW or approximately 14.7 percent of the output from the
proposed facility (Exhs. HO-MB-1; HO-MB-128). The Company presented documentation
from the Department of Public Utilities ("Department” or "DPU") approving the power
purchase agreement between Altresco and ComElectric on March 18, 1992 (Exh. HO-MB-
128). In addition, Altresco’s proposal is the sole project in Boston Edison Company’s
("BECo™) Request for Proposals ("RFP") 3 Award Group for 132 MW (Exh. HO-RR-30).’

Altresco is a subsidiary of Altresco Financial, Inc. ("Altresco Financial"), which is
responsible for arranging and overseeing the financing for the proposed project (Exh. AL-2,

at 8-1). Altresco Financial has handled the financing for two projects in Massachusetts -- the

3 The Siting Board takes administrative notice of the following: On June 25, 1993, the
Department issued an Order denying a petition filed by BECo on May 20, 1992
seeking to defer further activities in RFP 3. Boston Edison Company, D.P.U. 92-130
(1993). The Department required BECo to begin negotiating a purchase power
contract with the RFP 3 Award Group, but suspended BECo’s obligation to execute a
contract with the Award Group, until the Department issues final Orders in
proceedings involving challenges to the rankings in BECo’s RFP 3. Id. at 33-34.

On June 30, 1993, BECo filed with the Department a motion for immediate stay of
the Department’s June 25, 1993 Order in D.P.U. 92-130. In an Order dated July 14,
1993, the Department denied this motion. Boston Edison Company, D.P.U. 92-130-A
(1993). On July 14, 1993, BECo filed an appeal of the Department’s June 25, 1993
Order with the Massachusetts Supreme Judicial Court ("SIC" or "Court"). As of the
date of this decision, the Court has not yet ruled on the appeal.

-1 0-—-
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Altresco Pittsfield cogeneration facility and the Berkshire Gas Pipeline project (HO-V-21).4

B. Jurisdiction

Altresco’s petition to construct a bulk generating facility and ancillary facilities was
filed in accordance with G.L. ¢. 164, §§ 69H and 69J, which require the Siting Board to
ensure a necessary energy supply for the Commonwealth with a minimum impact on the
environment at the lowest possible cost, and pursuant to G.L. ¢. 164, §69] which requires
electric companies to obtain Siting Board approval for construction of proposed facilities at a
proposed site before a contruction permit may be issued by another state agency.

As a cogeneration facility with a design capacity of approximately 170 MW,
Altresco’s proposed generating unit falls squarely within the first definition of "facility" set
forth in G.L. ¢. 164, §69G. That section states, in part, that a facility is:

(1) any bulk generating unit, including associated buildings and structures,
designed for, or capable of operating at a gross capacity of one hundred
megawatts or more.

At the same time, Altresco’s proposals to construct a transmission line and other
structures at the site fall within the third definition of "facility” set forth in G.L. c. 164,
§69G, which states that a facility is:

(3) any ancillary structure including fuel storage facilities which is an
integrated part of the operation of any electric generating unit or
transmission line which is a facility.

The Company indicated that Altresco Financial is involved in the early stages of
developing projects in Arizona and Nevada, but stated that it has not financed a
project outside of Massachusetts. (Exh. HO-B-6; Tr. 4, at 27).

11—
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C. Procedural History
On March 29, 1991, Altresco filed with the Energy Facilities Siting Council ("Siting

Council")* its proposal to construct a 325 MW natural gas-fired cogeneration facility and
ancillary facilities in the City of Lynn, Massachusetts. The Siting Council docketed this
petition as EFSC 91-102. On July 15, 1991, the Siting Council conducted a public hearing
in Lynn. In accordance with the direction of the Hearing Officer, Altresco provided notice
of public hearing and adjudication.

Petitions to intervene were filed by the City of Revere, Revere City Councilor John
Arrigo, Sheldon Kovitz on behalf of the Point of Pines Beach Association ("Beach
Assocation"), Elaine Hurley on behalf of the Pines Riverside Association ("Riverside
Association"), West Lynn Cogeneration ("West Lynn"), and Cabot Power Corporation.
Petitions to participate as an interested person were filed by the Town of Saugus ("Saugus"),
Saugus Selectman Peter Manoogian, and David Ellis, representing the Oakville-Minot

Neighborhood Association.

5 Pursuant to Chapter 141 of the Acts of 1992 ("Reorganization Act"), the Siting
Council was merged with the Department of Public Utilities ("Department” or "DPU")
effective September 1, 1992, Reorganization Act, § 55. Petitions for approval to
construct facilities that were pending before the Siting Council prior to September 1,
1992 will be decided by the Siting Board, which is within, but not under the control
or supervision of, the Department. Id., §§ 9, 15, 43, 46.

The Reorganization Act provides that all facility petitions before the Siting Board,
regardless of when they were filed, will be reviewed consistent with all orders, rules
and regulations duly made, all approvals duly granted, and all legal and decisional
precedents established by the Siting Council until superseded, revised, rescinded, or
cancelled in accordance with law by the Siting Board. Id., § 46.

The Reorganization Act provides further that wherever the name of the Siting Council
appears in any general or special law, or in any order, rule, regulation or other
document, such name shall mean and shall be construed as referring to the Siting
Board or the Department, as appropriate, in accordance with G.L. c. 164, §§ 69G
through 69Q. The terms Siting Council and Siting Board will be used throughout this
decision as appropriate to the circumstances being discussed.

2= -
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On October 18, 1991, Altresco submitted a revised petition for construction of a
smaller, 170 MW natural gas-fired cogeneration facility and ancillary facilities described in
Section I.A., above (Exhs. AL-2; AL-3). In accordance with the direction of the Hearing
Officer, Altresco provided a new notice of adjudication.® Although the deadline for
intervention was extended, no additional petitions for intervention or participation as
interested persons were filed. On January 17, 1992, the Hearing Officer conducted a pre-
hearing conference at which all petitions to intervene and all petitions to participate as an
interested person were allowed. In addition, procedural rules and discovery and hearing
schedules were established.

The Siting Council initially conducted 12 days of evidentiary hearings commencing
April 16, 1992 and ending June 5, 1992, Altresco presented nine witnesses: Gerald Hill,
vice president for health, safety and environmental programs for Altresco, who testified on
issues refated to site selection, land use, visual impacts, water supply, wastewater, safety and
project viability; Howard D. Lutz, president and chief executive officer of Altresco
Financial, who testified on the project’s financial arrangements and the expertise of the
project developers; Jerome M., Gotlieb, vice president of project development for Altresco,
who testified on the engineering, procurement and construction contracts; Douglas L.
Corbett, an independent consultant, who testified regarding fuel supply and transportation;
Michael T. Carroll, manager of plant utilities for GE River Works, who testified on the site
lease and steam agreements between GE and Altresco; Richard La Capra, utility analyst and
principal of La Capra Associates, who testified on the need for the project, Massachusetts
benefits, and alternative energy resources; George S. Lipka, a consultant with HMM
Associates, Inc. ("HMM"), who testified regarding air quality and traffic issues; David N.

Keast, an acoustical consultant, who testified on noise issues; and Charles J. Natale, a

¢ The Hearing Officer directed the Company to undertake the same notification process
as for the initial notice of adjudication. However, since the revised proposal was
basically the same as the original proposal, with the primary difference being the
smaller size and associated reduced impacts, no additional public hearing was held.

~T 3=
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consultant with HMM, who testified regarding environmental issues. None of the
intervenors presented witnesses.

Pursuant to a schedule established by the Hearing Officer, the Company filed its initial
brief ("Company Initial Brief") on July 3, 1992, Saugus filed what it characterized as a brief
("Saugus Initial Brief") on July 17, 1992.7 On July 22, 1992, the Company filed the
Opposition of Altresco Lynn, Inc. to the Town of Saugus’ Post-Hearing Brief. Saugus filed
a reply letter to the Company Opposition to the Saugus Brief on July 29, 1992.

The Beach Association filed its initial reply brief ("Beach Association Initial Brief")
on July 23, 1992. In accordance with the revised briefing schedule issued by the Hearing
Officer, the Company filed its reply brief ("Company Reply Brief") on July 30, 1992. The
Beach Association filed a second reply brief ("Beach Association Reply Brief"} on August 6,
1992.

On August 31, 1992, Altresco submitted a letter ("Company Letter") to the Siting

Council responding to the SJIC’s Decision in City of New Bedford v. Energy Facilities Siting

Council, 413 Mass. 482 (1992) ("City of New Bedford"). In City of New Bedford, the SIC

remanded the conditional approval of a proposed generating facility to the Siting Council "to

compare alternative energy resources" in its review of the proposed project.® Id. at 484.

7 Saugus actually filed a document entitled "Review of Permit Application Materials
Submitted to the EFSC for the Proposed Altresco-Lynn Cogeneration Facility", and
characterized it as a brief.

8 In City of New Bedford, the SJC also identified four other issues for reconsideration:
(1) Because the Siting Council’s mandate referred to a necessary
energy supply for the Commonwealth, the Siting Council’s finding that
additional energy resources are needed for New England was
inadequate (id. at 489);

(2) The Siting Council must make a finding that the proposed project

would produce power at the lowest possible cost (id.};

(3) The Siting Council must determine that the proposed project would

provide a "necessary” energy supply (id. at 489-490); and

(4) The final decision must be "accompanied by a statement of reasons
. . including determination of each issue of fact or law necessary to

the decision . . ." (id. at 490).

14~
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In light of the SIC’s directive that such a comparison is a necessary element of a Siting
Board review of a proposed project, the Company proposed that sections of an earlier
version of the Company’s filing,” which compared the Altresco project to alternative energy
resources and technologies, be marked as an exhibit and entered into the record in this
proceeding (Company Letter at 1-2). The Company also proposed that all parties be invited
to submit supplemental briefs in light of City of New Bedford (id. at 3).

On September 8, 1992, the Beach Association submitted a letter to the Siting Board
regarding City of New Bedford ("Beach Association Letter"). The Beach Association

requested "an entirely new proceeding, with new discovery, new expert witnesses, new
briefs, and new hearings" on alternative energy resources and on the need for the proposed
project (Beach Association Letter at 1-3).

On September 16, 1992, the Company responded to the Beach Association Letter
("Company Reply Letter"). The Company acknowledged that a "limited reopening” of the
proceedings was necessary to address the alternative energy resources issue (Company Reply
Letter at 1-2). However, the Company opposed further proceedings regarding the need for
the proposed project because "ample evidence has already been presented” and was the
subject of cross-examination and briefing by the Beach Association (id. at 3). The Company
further asserted that the implications of City of New Bedford should be addressed in
supplemental briefs (id.).

On September 25, 1992, the Hearing Officer issued a Procedural Order reopening the

proceeding for the limited purpose of comparing the proposed Altresco project to alternative

energy resources.!® The Company submitted supplemental testimony comparing the

s These sections are Chapter 11 of Book 1 and Exhibits 11-A and 11-B of Book 2 of its
March 21, 1991 filing.

10 The Hearing Officer found that City of New Bedford did not require the introduction
of new testimony, discovery and cross-examination on need issues for the following
reasons: "(1) there was ample opportunity to present evidence on need in the original
hearings; (2) ample evidence was presented and entered into the record; and (3) the
standard of review is essentially the same as the original standard of review." (cites
omitted) (Procedural Order of September 25, 1992).

~15~
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proposed project to alternative energy resources. The Siting Board staff submitted discovery
on this supplemental testimony and an evidentiary hearing was held on alternative energy
resources on October 30, 1992. Altresco presented two witnesses at this hearing: Richard
La Capra, and Gerald R, Hill, both of whom testified regarding alﬁernative energy
technologies and their comparison to the proposed project. The Company filed its
Supplemental Initial Brief on January 14, 1993, which addressed the comparison of the
proposed project and alternative energy approaches ("Company Supplemental Brief").

On October 25, 1992, the Beach Association submitted a motion to "allow the
introduction of new testimony, discovery, and cross-examination on need issues in this
proceeding.” Motion of The Point of Pines Beach Association, Inc. at 1. On October 28, -
1992, the Company filed a Response to the Point of Pines Beach Association, Inc. Motion to
Reopen the Record ("Company Response to Motion to Reopen"). In its response, Altresco
stated that, although it disagreed with the arguments set forth by the Beach Association in its
motion, the Company wished to be responsive to the concerns of the intervenors and
interested parties in the proceeding and, therefore, proposed to file additional testimony
regarding the issue of need for new capacity in Massachusetts, such testimony to be subject
to discovery and evidentiary hearings, if necessary. Company Response to Motion to
Reopen, at 1-2. The Hearing Officer treated the motion filed by the Beach Association on
October 25 as a motion for reconsideration and granted the motion at the evidentiary hearing
on October 30, 1992, allowing further testimony, discovery and cross-examination on the
issue of the need for power in Massachusetts, including the relationship between the need for
power in Massachusetts and the need for regional power. !

Additional hearings were held on February 17, 23, and 24, 1993, on the issue of
Massachusetts need. Altresco presented one witness at these hearings, Mr. La Capra, who
testified regarding need for power in Massachusetts. Altresco filed its Second Supplemental
Initial Brief ("Company Second Supplemental Brief") on March 15, 1993. The Beach

1 On October 30, 1992 the Company filed with the Siting Board the additional
supplemental direct testimony of Richard La Capra on the issue of Massachusetts
need.

—16-
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Association filed its supplemental brief on Massachusetts need ("Beach Association
Supplemental Brief"). On March 24, 1993, the Company filed a reply brief on
Massachusetts need ("Company Supplemental Reply Brief"). The Beach Association also
filed a reply brief on Massachusetts need ("Beach Association Supplemental Reply Brief").
On May 18, 1993, the City of Revere submitted a letter in support of the Beach
Association and stated that Altresco failed to adequately demonstrate a Massachusetts need
for its proposed facility in accordance with the standards set forth in City of New Bedford,

supra.
The Hearing Officer entered 376 exhibits into the record, consisting primarily of

information and record request responses. Altresco entered 42 exhibits into the record. The
Beach Association entered 47 exhibits into the record. Mr. Arrigo entered one exhibit into

the record.

D. Scope of Review
In accordance with G.L. c. 164, §§ 69H and 69], before approving a petition to

construct facilities, the Siting Board requires applicants to justify generating facility proposals

in four phases. First, the Siting Board requires the applicant to show that additional energy

resources are needed. Eastern Energy Corporation (on Remand), EFSB 90-100R at 190
(1993) ("EEC (Remand)"); Boston Edison Company, EFSB 90-12/90-12A at 15 (1993)
("1993 BECo Decision"); Northeast Energy Associates, 16 DOMSC 335, 343 (1987)

("NEA"). (see Section II.A. below). Second, the Siting Board requires the applicant to
show that, on balance its proposed project is superior to alternative approaches in the ability
to address the previously identified need and in terms of cost, environmental impact, and
reliability.’ EEC (Remand), at 65; 1993 BECo Decision, at 15; NEA, 16 DOMSC at 343.

12 In City of New Bedford, supra, the SJC stated that this standard of review, which was
applied by the Siting Council up to 1990, comports with ifs statutory mandate. 413
Mass. at 485. Subsequent to the Court’s ruling, the parties in this proceeding were
invited to address in their briefs the precise standard of review that should be applied
here.
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(see Section II.B., below). Third, the Siting Board requires the applicant to show that its
project is viable. 1993 BECo Decision at 15; Enron Power Enterprise Corporation, 23
DOMSC 1, 15 (1991) ("Enron"); MASSPOWER, Inc., 20 DOMSC 301, 310 (1990)
("MASSPOWER"). (see Section II.C., below). Finally, the Siting Board requires the

applicant to show that its site selection process did not overlook or eliminate clearly superior

sites, and (1) in cases where an alternative site has been noticed, that the proposed site for
the facility is superior to the alternative site in terms of cost, environmental impact, and
reliability of supply (See 1993 BECo Decision at 15; New England Power Company, 21
DOMSC 325, 333; NEA, 16 DOMSC at 343), or (2) in cases where a noticed alternative is

not required, that the proposed site for the facility will minimize environmental impacts and

that an appropriate balance will be achieved among conflicting environmental concerns as
well as among environmental impacts, cost and reliability of supply. 1993 BECo Decision at
32; Eastern Energy Corporation, 22 DOMSC 188, at 315-316 ("EEC"); MASSPOWER, 20
DOMSC at 383-404. (see Section III, below).
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II. ANALYSIS OF THE PROPOSED PROJECT
A. Need Analysis

1. Standard of Review
a. Arguments of the Parties

(1) The Company’s Position
The Company argued that, consistent with the statutory mandate and the Court’s

decision in City of New Bedford, there are two reasonable approaches for the Siting Board to

use to determine whether the proposed facility is needed based on reliability considerations --
a demonstration of a capacity deficiency for Massachusetts or a demonstration of a capacity
deficiency on a regional basis (Company Second Supplemental Brief at 5-6). The Company
asserted that, where a capacity deficiency is demonstrated for Massachusetts based on an
analysis of the projected electricity demand within the Commonwealth and the supply
resources committed to meet that demand, the clear language of the statute would require the
Siting Board to find that a proposed facility is needed to provide a necessary energy supply
for the Commonwealth (id.).

In the alternative, the Company asserted that the Siting Board can find need for a
proposed facility where a deficiency is demonstrated on a regional basis, provided that the
Siting Board provides a statement of reasons why a finding of regional need meets the
statutory requirements (id. at 6). Altresco stated that, given the integrated regional
electricity system and tangible benefits to Massachusetts resulting from participation in the
New England Power Pool ("NEPOOL") system, it would be consistent with the statute to
base need for a proposed facility on regional considerations (id. at 6-10)."

3 The Company asserted that the inextricable link between regional and Massachusetts’
reliability and the appropriateness of a regional need analysis was recognized by the
Legislature in establishing the Siting Council (Company Second Supplemental Brief at
6-7). The Company asserted that the appropriateness of a regional analysis was also
confirmed by G.L. c. 164A, the intent of which is to foster participation of electric
utilities in NEPOOL (id. at 8).
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In addition, the Company stated that, although the Court was silent on the
appropriateness of using economic efficiency'* as an independent basis to demonstrate need,
an economic efficiency analysis also would be consistent with the Siting Board’s obligation to
ensure a necessary energy supply at the lowest possible cost with a minimum impact on the
environment (id. at 10). Therefore, the Company asserted that a demonstration that a
proposed facility would result in lower costs for the Commonwealth’s ratepayers would be
sufficient to establish need (id. at 10-11). The Company further asserted that a regional
economic efficiency analysis also would demonstrate Massachusetts’ economic efficiency
benefits (id.). The Company explained that due to the integrated nature of the NEPOOL
system, Massachusetts would share in the economic efficiency savings of a facility, even if
the power were sold to a utility outside Massachusetts (id. at 11).

Finally, the Company asserted that regional economic efficiency-based need should be
expanded to allow for the determination of need based on a demonstration that the addition of
the proposed facility would reduce environmental impacts associated with the generation of
electricity to a greater extent than any reductions that would take place without the facility
(id. at n.7),

(2) The Intervenor’s Position
The Beach Association argued that, in light of the Court’s decision in City of New

Bedford, the Siting Board must clarify what constitutes a necessary supply of energy for

1 The Company noted that in Enron, the Siting Council found that economic efficiency
can establish need if the addition of the proposed new facility would result in lower
generation costs for the system than would be experienced without the new facility
{Company Second Supplemental Brief at 10).

The Siting Board notes that in Enron, the Siting Council found that the facility was
needed for economic efficiency purposes in addition to reliability purposes. 23
DOMSC at 63-65. The Siting Council made it clear that it would have to evaluate, on
a case-by-case basis, whether the magnitude and timing of the economic efficiency
gains identified would be adequate to establish need on economic efficiency grounds.
Id., 23 DOMSC at 59-60.
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reliability purposes, and clarify the difference between necessary, adequate, and sufficient
sources of energy for the Commonwealth (Beach Association Supplemental Brief at 23;
Beach Association Supplemental Reply Brief at 10). The Beach Association defines the
terms: (1) "necessary" as "absolutely needed or required;” (2) "adequate" as "a close
meeting of need or barely enough;" and (3) "sufficient" as "enough to meet the needs of a
sitvation or proposed end"” (Beach Association Supplemental Brief at 22). The Beach
Association stated that, in planning to meet a capacity position in a future year, a necessary
supply is one that is needed at a very low confidence level, an adequate supply is one that is
needed at a 50 percent confidence level, and a sufficient supply is one that is needed at a
very high confidence level (id., at 27)."

In discussing planning for future energy supplies, the Beach Association noted that
there is a distinction between the reliability of the energy supply, or reliability criterion, in a
given year, and the reliability of projections of capacity position in a future year (id. at 27).
The Beach Association argued that necessary energy is that which is specifically needed to
meet the reliability criterion, but that energy that would increase the probability of meeting
the reliability criterion in a future year may or may not be needed, depending on various
factors in the future (id, at 30-31). Therefore, the Beach Association stated that, given
future uncertainty, energy needed to increase the probability of meeting the reliability
criterion in a future year is not necessary energy (id. at 31).

The Beach Association stated that, in the past, in finding that “new capacity is needed
where projected future capacity is found to be inadequate to satisfy projected load and
reserve requirements,” the Siting Council provided for an increase to adequate levels of

supply (id. at 24). The Beach Association argued that, instead, the Siting Board should only

13 The Beach Association maintained that without a necessary supply of energy,

Massachusetts will almost surely have an unreliable energy supply in the near future,
without an adequate supply of energy, Massachusetts might or might not have a
reliable energy supply in the near future and that, with a sufficient supply of energy,
Massachusetts will most likely have a reliable energy supply in the near future (Beach
Association Supplemental Brief at 22-23).
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plan for power that is necessary, given the uncertainties reflected by the various
contingencies (id.).!®

In addition, the Beach Association argued that Altresco’s position that need can be
established on economic efficiency grounds is inconsistent with the Court’s interpretation of
the statute that the first consideration must be whether the new energy supply is necessary for
the Commonwealth (Beach Association Supplemental Brief at 35; Beach Association
Supplemental Reply Brief at 8-9).

b. Analysis
In EEC (Remand), the Siting Board set forth a standard of review for the analysis of

need for non-utility developers consistent with the statutory mandate to implement the energy
policies to provide a necessary energy supply for the Commonwealth with a minimum impact
on the environment at the lowest possible cost and the Court’s directive in City of New
Bedford. Here, the Siting Board considers the arguments of the Company and the Beach
Association in this case to determine if the standard of review set forth in EEC (Remand)
continues to be appropriate.!’

In City of New Bedford, the Court found the Siting Council’s finding that New

England needed additional energy resources for reliability purposes to be inadequate in light

of the statutory mandate that an energy supply must be necessary for the Commonwealth.

16 The Beach Association maintains that planning to a 50 percent confidence level in the
capacity position would mean that power would be unnecessary in half of the cases
(Beach Association Supplemental Brief at 24). Therefore, the Beach Association
argued that the Siting Council’s past practice of planning to a 50 percent confidence
level would provide more than a necessary energy supply (id.). The Beach
Association stated that the Siting Board should specify the different confidence levels
that would provide a necessary energy supply, an adequate energy supply and a
sufficient energy supply (Beach Association Supplemental Reply Brief at 12).

17 As noted in Section I, above, the parties had an opportunity to address the ruling in

City of New Bedford on the issue of need and did so through the filing of additional
testimony, discovery, cross-examination at hearings, and by filing additional briefs on
the issue.
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413 Mass. at 489. In addition, the Court noted that, although the Siting Council had argued
that its mandate was to ensure an adequate energy supply at minimum cost, "[e]nsuring an
adequate supply is not the same as ’provid{ing] a necessary energy supply for the
commonwealth’ (emphasis added)." Id., 413 Mass. at 490, citing, G.L. c. 164, § 69H.
First, with respect to the issue of an adequate versus a necessary energy supply, the
Siting Board disagrees with the Beach Association’s distinction between the terms necessary
and adequate. After reviewing the legislative history and possible definitions of the terms in

EEC (Remand), the Siting Board found that it would be appropriate, without more specific

guidance from the Court regarding the definitions of necessary and adequate, to adopt the
Siting Council’s past approaches to determining whether the addition of a proposed facility to
the energy supply is necessary (at 178-181)."® The Siting Board noted that need has been
found: (1) where projected future capacity available to a system is found to be inadequate to
satisfy projected load and reserve requirements; (2} in order to ensure that service to firm

customers can be maintained in the event that a reasonably likely contingency occurs; or (3)

18 Before making this finding, the Siting Board stated that:

"[a] necessary energy supply is one that would be capable of meeting
demand in situations that are likely to occur. Thus, a necessary energy supply
would be capable of meeting forecasted peak-day demand and would include a
(reserve) margin to account for the likelihood of power generating facilities not
being available (either planned or unplanned) on those peak days....

As transmission systems are not 100 percent efficient in transporting
electricity, additional amounts of electric power are necessary to account for
these losses, losses that can increase as the distance between the power
generation site and its end-use increases. (footnote omitted) Therefore, to
provide for the interests of consumers, any definition of necessary energy
supply should allow for consideration of these transmission factors.

Further, as G.L. c. 164 requires a necessary energy supply to be
provided with a minimum impact on the environment at the lowest possible
cost, it is reasonable to conclude that a proposed facility may be necessary even
if there is no additional need for supply capacity or transmission reasons. In
such a case, an applicant would have to establish a record that supported a
finding by the Siting Board that the Commonwealth’s energy supply would have
lower costs and/or reduced environmental impacts with the addition of the
proposed facility than it would have without the addition of the proposed
facility.” (footnotes omitted). EEC (Remand) at 180-181.
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principally for providing economic energy supplies relative to a system without the proposed
facility. EEC (Remand) at 181; EEC, 22 DOMSC at 203-205.

With respect to the issue of regional need vs. Massachusetts need, the Court, in City
of New Bedford, stated that our statutory mandate is to ensure that a necessary energy supply

is provided for the Commonwealth and further stated that a finding of regional need is
inadequate as the sole foundation of a finding of need for additional energy resources for the
Commonwealth. Nevertheless, given the integration of the Massachusetts electricity system
with the regional electricity system and the resulting link between Massachusetts and regional
reliability, and recognizing the inherent reliability and economic benefits which flow to
Massachusetts as a result of this integration, the Siting Board has stated that consideration of
regional need is a central part of any need analysis for a power project not yet linked to
individual utilities by PPAs. See EEC (Remand) at 185. The Massachusetts Legislature
clearly foresaw the need for "cooperation and joint participation in developing and
implementing a regional bulk power supply of electricity” when it enacted G.L. c. 164A.
This same enactment acknowledged that power generating facilities would provide electric
power across state lines. G.L. c¢. 164A, §§ 3,4. A review of need that is limited to the need
in the Commonwealth for new energy resources would require the construct of an electric
energy market that was limited by state borders and would appear to be contrary to
legislative intent. EEC (Remand) at 186. Accordingly, the Siting Board has found that an
analysis of regional need must form the foundation for an analysis of Massachusetts need.
Id.

The Company argued that a showing of a Massachusetts capacity deficiency or a
regional capacity deficiency should be sufficient, on its own, to establish need for a proposed
facility. As stated above, the Siting Board recognizes that a regional capacity analysis

provides a necessary foundation for, rather than the sole determinant of, a finding of need.
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Therefore, neither a regional capacity deficiency, taken alone, nor a Massachusetts capacity
deficiency, taken alone, would be sufficient to establish need. Id. at 188."

Finally, with respect to the issue of establishing need on economic efficiency grounds,
the Siting Board agrees with the Company that an economic efficiency analysis of need
would be consistent with our statutory obligation to ensure a necessary energy supply for the
Commonwealth with a minimum impact on the environment at the lowest possible cost.

G.L. c. 164, §§ 69H, 69J. The Siting Board has found that a demonstration of
Massachusetts need based on reliability, economic efficiency or other benefits associated with
additional energy resources from a proposed project remains a necessary element of a need
review. EEC (Remand) at 186-187. However, in response to the Court’s reminder in City
of New Bedford that our statutory mandate is limited to ensuring that a necessary energy
supply is provided for the Commonwealth, the Siting Board found in EEC (Remand) that

reliability, economic, or environmental benefits associated with the additional energy

resources from a proposed project must directly relate to the energy supply of the
Commonwealth to be considered in support of a finding of Massachusetts need. Id. at 187.
After considering the arguments presented by the company and the Beach Association,
the Siting Board concludes that the standard of review for the determination of need
established in EEC (Remand) continues to be appropriate. That standard is set forth below.

c. Conclusion
In conclusion, in accordance with G.L. ¢. 164, § 69H, the Siting Board is charged

with the responsibility for implementing energy policies to provide a necessary energy supply

¥ The Siting Board has also found that demonstration of a regional capacity surplus
would be insufficient by itself to establish that a proposed facility was not necessary
for the Commonwealth’s energy supply. See, EEC (Remand) at 188. The Siting
Board noted that an applicant could establish that reliance on a regional surplus to
address or offset a Massachusetts supply deficiency could involve transmission or
other reliability constraints or could be contrary to the statutory mandate to ensure that
a necessary energy supply is provided for the Commonwealth at the lowest possible
cost with least environmental impact. Id.
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for the Commonwealth with a minimum impact on the environment at the lowest possible
cost. The Siting Board, therefore, must find that additional energy resources are needed as a
prerequisite to approving proposed energy facilities, With respect to proposals to construct
energy facilities in the Commonwealth, the Siting Board evaluates whether there is a need for
additional energy resources to meet reliability, economic, or environmental objectives
directly related to the energy supply of the Commonwealth.

In evaluating the need for new energy resources to meet reliability objectives, the
Siting Board may evaluate the reliability of supply systems in the event of changes in demand
or supply, or in the event of certain contingencies. With respect to changes in demand or
supply, the Siting Board may find that new capacity is needed where projected future
capacity available to a system is found to be inadequate to satisfy projected load and reserve
requirements. EEC (Remand) at 190-191; Altresco-Pittsfield Inc, 17 DOMSC 351, 360-369
(1988) ("Altresco-Pittsfield"); New England Electric System, 2 DOMSC 1, 9 (1977). With

regard to contingencies, the Siting Board may find that new capacity is needed in order to

ensure that service to firm customers can be maintained in the event that a reasonably likely
contingency occurs. EEC (Remand), at 191; Middleborough Gas and Electric Department, 17
DOMSC 197, 216-219 (1988); Eastern Utilities Associates, 1 DOMSC 312, 316-318 (1977).
The Siting Board also may determine under specific circumstances that additional energy

resources are needed primarily for economic or environmental purposes related to the

Commonwealth’s energy supply. EEC (Remand), at 191.

While G.L. c. 164, § 69H, requires the Siting Board to ensure a necessary supply of
energy for Massachusetts, the Siting Board interprets this mandate broadly to encompass not
only evaluations of specific need within Massachusetts for new energy resources,? but also

the consideration of whether proposals to construct energy facilities within the

Commonwealth are needed to meet New England’s energy needs. EEC (Remand), at 191;
Turners Falls Limited Partnership, 18 DOMSC 141, 151-165 (1988); Massachusetts Electric

20 See, Hingham Municipal Lighting Plant, 14 DOMSC 7 (1985); Boston Edison
Company, 13 DOMSC 63, 70-73 (1985).
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Company, 13 DOMSC 119, 129-131, 133, 138, 141 (1985). In doing so, the Siting Board
fulfills the requirements of G.L. ¢. 164, § 69J, which recognizes that Massachusetts’
generation and transmission system is interconnected with the region and that reliability and
economic benefits flow to Massachusetts from Massachusetts utilities’ participation in
NEPOOL.

In cases where a non-utility developer seeks to construct a jurisdictional generating
facility principally for a specific utility purchaser or purchasers, the Siting Board requires the
applicant to demonstrate that the utility or utilities need the facility to address reliability
concerns or economic efficiency goals through presentation of signed and approved PPAs.

EEC (Remand) at 192. Where a non-utility developer has proposed a generating facility for

a number of power purchasers that include purchasers that are as yet unknown, or for
purchasers with retail service territories outside of Massachusetts, the need for additional
energy resources must be established through an analysis of regional capacity and a showing
of Massachusetts need based either on reliability, economic or environmental grounds

directly related to the energy supply of the Commonwealth. Id,

2. Power Sales

In NEA, the Siting Council found that, consistent with current energy policies of the

Commonwealth, Massachusetts benefits economically from the addition of cost effective QF
resources to its utilities’ supply mix. 16 DOMSC at 358. In that case, the Siting Council
also found (1) that a signed and approved PPA between a QF and a utility constitutes prima
facie evidence of the utility’s need for additional energy resources for economic efficiency
purposes, and (2) that a signed and approved PPA which includes a capacity payment
constitutes prima facie evidence for the need for additional energy resources for reliability

purposes. Id.
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Here, Altresco has a signed and approved PPA for 25 MW -- 14.7 percent of plant
output -- of capacity and related energy with ComElectric (Exh. HO-MB-128).2 1In
addition, the Company stated it was designated the sole award winner of BECo’s RFP 3 on
June 1, 1992, for 132 MW (Exh. HO-RR-30). Therefore, the Company asserted that it has
demonstrated Massachusetts need for the project for both economic efficiency and reliability
purposes (Company Initial Brief at 63).

The Siting Board notes that the Company has established that the ratepayers of
ComElectric are likely to receive economic efficiency and reliability benefits from the
proposed additional power resources. However, the Siting Board also notes that the signed
PPA with ComElectric constitutes only 14.7 percent of the capacity output of the proposed
project. In a recent review, the Siting Board determined that 75 percent of total output sold
would be sufficient to establish need for the proposed project. EEC (Remand) at 268.

In regard to BECo’s RFP 3 solicitation, however, the Siting Board notes that a
petitioner’s inclusion in an award group does represent an important first step toward
reaching approved PPA status. See West Lynn Cogeneration, 22 DOMSC 1, 39 (1991)
("West Lynn"); MASSPOWER, 20 DOMSC at 326-327. However, there currently exists
uncertfainty as to if, and when, the PPA will be signed between Altresco and BECo because
of a pending appeal concerning the RFP 3 solicitation (See n.3, above). Further, the
standard of review requires signed and approved PPAs to establish need on economic
efficiency or reliability grounds.

Accordingly, based on the foregoing, the Siting Board finds that Altresco has not
established that its proposed project is needed for economic efficiency or reliability reasons

in Massachusetts through signed and approved PPAs. Therefore, the Siting Board reviews

2 The Company notes that executed contracts between Altresco and ComElectric and
Cambridge Electric Light Department were filed with the Department on November
27, 1991, concerning a proposed settlement of RFP #2 issues for both the Altresco
facilities in Lynn and Pittsfield facilities (Exh. HO-MB-1). The Company presented
documentation from the Department approving the power purchase agreement between
Altresco and ComElectric on March 18, 1992 (Exh. HO-MB-128).
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the Altresco analysis of regional and Massachusetts need to determine if the proposed project

is needed to provide necessary energy to the Commonwealth.

3. ew England’s Need

a. Introduction

Altresco asserted that there is a need for 170 MW in New England beginning during
the time period of 1995 to 1997 and beyond (Company Initial Brief at 13, citing, Tr. 9 at
121-122). In support, the Company (1) presented a series of forecasts of demand and supply
for the region, based, in part, on data and 1992 forecasts published by NEPOOL, and (2)
combined demand and supply forecasts to produce a series of need forecasts (Exh. AL-
13).2 Altresco asserted that it provided a comprehensive analysis of the need for the
proposed facility, consistent with Siting Council standards (Company Initial Brief at 14).
Altresco also presented an analysis of regional need based on economic efficiency grounds
(Exhs. HO-N-38S; HO-RR-58; HO-RR-60A). The Company asserted that this analysis
establishes need for the project on economic efficiency grounds (Company Initial Brief at
52).

In the following sections, the Siting Board reviews the demand forecasts provided by
the Company, including the demand forecast methodologies and estimates of Demand Side

Management ("DSM") savings over the forecast period, and the supply forecasts provided by

2 Altresco originally provided an analysis of regional need based, in part, on load
forecast data contained in the NEPOOL Forecast of Capacity, Energy, Loads and
Transmission ("CELT Report”) 1990-2005 ("1990 CELT Report") and the CELT
Report 1991-2006 ("1991 CELT Report") (Exhs. AL-2, sec. 9; AL-12, at 1 to 15). In
its original analysis, the Company subjected its need forecasts to a variety of
contingency tests to evaluate the sensitivity of the need projections to the uncertainty
inherent in the underlying forecast assumptions (Exhs. AL-2, at 9-18 to 9-30; AL-3,
exhs. 9-L, 9-0).

The Company updated its analysis of regional need after the publication of the CELT
Report 1992-2007 ("1992 CELT Report") (Exh. AL-13). In its updated analysis of
regional need, the Company did not provide an updated analysis of contingency
scenarios (id.).
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the Company, including the capacity assumptions and required reserve margin assumptions.
The Siting Board then reviews the need forecasts, which are based on a comparison of the
various demand and supply forecasts. Finally, the Siting Board reviews the Company’s

analysis of economic efficiency need.

b. Demand Forecasts

Altresco presented eleven demand forecasts of adjusted peak load demand (Exh. AL-
13). The Company stated that it based its demand forecasts on seven different demand
forecast methodologies and two different forecasts of reductions in peak demand resulting
from utility-sponsored DSM programs (id. at 2-20, 23-24). To derive its eleven demand
forecasts, the Company indicated that it adjusted results from four of its forecast
methodologies to reflect the two respective DSM forecasts (id., attach. RLC-26). The
Company utilized the results from the remaining three forecast methodologies without

separate reductions to reflect DSM (id.).

(1) Description of Demand Forecast Methodologies
The Company stated that it developed four demand forecasts based on load forecast

data contained in the 1992 CELT Report and three additional demand forecasts based on
historical trends (id. at 1-16).2 With respect to the 1992 CELT Report-based forecasts,
Altresco noted that the 1992 CELT Report contains three distinct forecasts of regional load --

a high demand forecast, a reference forecast, and a low demand forecast (id. at 1-2).*

5 In its updated regional need analysis, the Company included an analysis of need based
on the 1990 and 1991 CELT Reports for illustrative purposes but not for the purpose
of evaluating regional need (Exh. AL-13, at 23-24). For purposes of this review, the
Siting Board does not consider the 1990 or 1991 CELT Report or associated need
analyses in the analysis of need for the proposed facility.

L Altresco indicated that NEPOOL characterizes: (1) the high demand case as having a
10 percent probability of being exceeded; (2) the reference case as having a fifty
percent probability of being exceeded; and (3) the low demand case as having a 90
percent probability of being exceeded (Exh. AL-13, at 1-2).
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The Company stated that it utilized the reference forecast and high demand forecast and
based two additional forecasts on variations of the 1992 CELT Report forecasts, including
(1) the arithmetic average of the 1992 CELT Report high and low demand cases ("high-low
average forecast"), and (2) a linear projection between 1992, or first year, reference forecast
peak load and 2007, or end-year, reference forecast peak load ("end-year linear forecast")
(d. at 1-16, 23-24).

With respect to the forecasts based on historical trends, the Company stated that it
developed three forecasts as follows: (1) a historical time series constant annual growth rate
("CAGR") regression forecast, based on projection of the 1974-1991 CAGR regression trend
over the 1992-2007 forecast period ("CAGR regression forecast"); (2) a historical time series
linear regression forecast, based on projection of the 1974-1991 linear regression trend over
the 1992-2007 forecast period (“linear regression forecast");? and (3) a multiple regression
forecast based on the 1974-1989 muitiple regression relationship of personal income and time
to peak load, and a forecast of personal income (“multiple regression forecast”) (id. at 9-16;
Exh, HO-N-4).%

The Company indicated that three of the seven forecast methodologies -- the reference
forecast, the CAGR regression forecast, and the linear regression forecast -- are common to
both the regional need analysis and the Massachusetts need analysis (Exh. JH-RR-7; Tr. JH2,
at 49-51).

The Company asserted that the high-low average forecast, the end-year linear forecast,

the CAGR regression forecast, the linear regression forecast, and the multiple regression

» The Company noted that the CAGR regression forecast and linear regression forecast
were updated to reflect 1992 CELT Report data (Exh, AL-13, at 2).

% The Company indicated that the forecast of personal income for the years 1990-2014
was based on a forecast for Massachusetts from the Massachusetts Division of Energy
Resources ("DOER") which in turn was based on a forecast produced by Regional
Economic Models Inc. ("REMI") (Exh. AL-13, at 13). The Company further
indicated that the DOER forecast extended only through 1996 and that the forecast
was extended through 2007 by assuming a CAGR for the 1997-2007 period equal to
the CAGR for the 1992-1996 period that was included in the DOER forecast (id.).
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forecast reflected reliable methodologies to forecast the regional demand for power
(Company Initial Brief at 15). However, the Company stated that it considered the high-low
average forecast to represent a principal demand forecast and the end-year linear forecast to

represent a conservative but reasonable alternative (Exh, AL-13, at 16).”

(a) 1992 CELT Report Forecasts
As noted above, the 1992 CELT Report contains a high demand forecast, a reference

forecast, and a low demand forecast (id. at 1-2). With respect to the reference forecast,
Altresco asserted that such a forecast was not appropriate, without adjustment, for use in the
regional need analysis (Company Initial Brief at 23). In explaining NEPOOL development of
the reference forecast, the Company provided the NEPOOL Forecast of New England
Electric Energy and Peak Load Executive Summary 1992-2007 ("Executive Summary")
which indicated that NEPOOL produced (1) a short-term forecast for the years 1992 and
1993 based on an econometric model of three exogenous variables, personal income, number
of residential customers, and real energy prices, and (2) a long-term forecast for the years
1996 through 2007 based on an end-use model (Exh. HO-RR-38(c) at 2-1). The Executive
Summary indicated that NEPOOL then merged the short-term and long-term forecasts to
produce projections for the years 1994 and 1995 and that, in moving from the short-term to
long-term, "the forecast was adjusted to approach the long-run results smoothly over a two
year interim period” (id.).

Altresco characterized the reference forecast as a reasonable low demand case
(Exh. AL-13, at 7). Altresco stated that the reference forecast reflects a CAGR in adjusted
peak load of only 0.56 percent over the 1992-1995 period®® and projects that adjusted peak

z Mr. La Capra indicated that both the high-low average forecast and end year linear
forecast meet the criterion established by the Siting Council in Enron and EEC that a
principal demand forecast be based on a sophisticated methodology (Exh. AL-13, at
13-16).

% The Siting Board notes that the reference forecast annual growth in load for the period
(continued...)
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load will be lower than NEPOOL'’s 1991 weather-normalized summer peak of 19,700 MW
until the year 1994 (id, at 3, 8).% The Company asserted that the New England region is
currently experiencing an economic recovery and that the lack of short-term growth in peak
demand projected by the reference forecast is inconsistent with the region’s historical
experience in emerging from recessions (id. at 8; Exh. HO-RR-76).*

Mr. La Capra maintained that the downward bias of the short-run results of the
reference forecast results, primarily, from (1) overly pessimistic economic assumptions which
underlie the personal income forecast, and (2) unrealistically high fuel price projections
which are the primary drivers of real electricity prices (Exh. AL-13, at 8; Tr. 11, at 4 to 9).
In forecasting the variables underlying the short-term forecast, Mr. L.a Capra explained that
NEPQOL relied on a modified Delphi method, or opinion poll of members of its Load
Forecasting Committee (Exh. HO-RR-38(c) at 2-1; Tr. 11, at 8). He noted that NEPOOL
adjusted the personal income forecast for 1992 downward from an objective forecast of

personal income in order to lower the short-term forecast (Tr. 11, at 74-78).>' He also

2(_..continued)
1991-2000 is as follows: (1) 1992, -1.06 percent; (2) 1993, 0.51 percent; (3) 1994,
1.44 percent; (4) 1995, 1.39 percent; (5) 1996, 2.52 percent; (6) 1997, 1.4 percent;
(7) 1998, 2.7 percent; (8) 1999, 2.8 percent and (9) 2000, 1.96 percent (Exh. HO-
RR-61, at 1).

% Mr. La Capra indicated that the reference forecast, adjusted by the 1992 CELT values
for DSM reflects a CAGR in adjusted peak load of: (1) 1.9 percent over the 1991-
2007 forecast period; (2) 0.56 over the 1991-1995 period; (3) 2.3 percent over the
1995-2000 period; and (4) 2.4 percent over the 2000-2007 period, (Exh. AL-13, at 3).
Mr. La Capra noted that the CAGR of the reference forecast is nearly equal to that of
the high demand forecast over the 2000-2007 period (id.).

30 Altresco stated that NEPOOL’s short-term forecast assumes recovery will not begin
until the fourth quarter of 1992 whereas recent economic indicators demonstrate that
the region’s recovery began in the first quarter of 1992 (Exh. HO-RR-76; Tr. 11, at
4).

3 Mr. La Capra indicated that the "NEPOOL Economic and Demographic Forecast,

New England and the Six States, 1992-2007" ("1992 Economic and Demographic
(continued...)
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noted that NEPOOL made upward adjustments to an objective forecast of residual oil and
natural gas fuel price escalators (Exh. HO-RR-59),%3

The Company asserted that, although the methodological flaws in the reference

forecast pertain largely to the short-term forecast, the short-term forecast directly impacts the

growth in demand projected by the long-term forecast for the year 1996 and beyond

(Company Initial Brief at 30-37). Mr. La Capra explained that the short-term forecast causes

the long-term forecast to begin from a lower base and therefore produces a significantly

31(_..continued)

32

33

Forecast") specifies an increase in real personal income of 1.9 percent in 1991 and 2.2
percent in 1992 whereas a zero percentage increase for 1991 was assumed by
NEPQOL in the short-term forecast (Exh. HO-RR-75, at 13; Tr. 11, at 77). The 1992
Economic and Demographic Forecast For New England was the sum of the six state
forecasts which in turn were based on the New England Power Planning Committee
("NEPLAN") state-specific economic models developed from REMI state models and
the 1991 Data Resources Inc. ("DRI") national economic forecast (Exh. HO-RR-75, at

1).

Mr. La Capra indicated that the NEPQOL fuel price forecast was derived from the
draft December 1991 NEPOOL "Summary of the Generation Task Force Long-Range
Study Assumptions” ("GTF") which, in turn, was based on an October 1991 DRI
energy forecast ("1991 DRI forecast") (Exh. HO-RR-59). However, he noted that the
residual oil and natural gas price escalators used by NEPOOL for the 1992-1994
period were significantly higher than the comparable fuel price escalators included in
the 1991 DRI forecast (id.). Further, Mr, La Capra noted that the fuel prices
included in the 1992 GTF, with the exception of nuclear fuel, were lower than those
prices projected by NEPOOL in the 1992 CELT Report (id.).

In order to approximate the impacts that a change in NEPOOL’s fuel price would have
on its projections of regional demand, the Company provided alternative forecasts
based on lower fuel price assumptions included in (1) the 1992 GTF, and (2) the May
1991 forecast of fuel prices prepared for a New England utility (Exh. HO-RR-77).
The Company provided an additional demand forecast based on the United States
Department of Energy ("DOE") annual electricity sales projections for New England
(id.). The Company stated that all three forecasts would show need for the proposed
project earlier than the reference forecast (id.).
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lower forecast of peak load (Tr. 11, at 71).3 The Company asserted that further evidence

of the influence of the short-term forecast on the long-term forecast is the dramatic difference
in the slope of the forecast for the 1991-1995 period (0.56 percent) and 1995-2000 period
(2.29 percent) (Company Initial Brief at 31).%

In sum, the Company asserted that the reference forecast should be rejected for the
same reasons that the Siting Council previously rejected the 1991 CELT forecast --
inconsistency with historical trends, overly pessimistic economic assumptions and inflated oil
prices (Company Initial Brief at 34-37).%

With respect to the high and low demand forecasts in the 1992 CELT Report, Mr.
La Capra characterized the high demand forecast as a reasonable high demand case to be
included in the Company’s analysis of regional need (Exh. AL-13, at 7, 23). He indicated
that the high demand forecast anticipates a spurt in the demand for electricity based on a

strong recovery of the regional economy and sustained strong growth in peak demand

H# The Company further explained that because NEPOOGL fuel price forecasts are
expressed as annual escalation rates rather than absolute dollar values, the effects of
the fuel price escalators assumed by NEPOOL for 1992 continue through the forecast
period and are compounded by the high price elasticity assumed by NEPOOL (Exh.
HO-RR-59). The Company asserted that the annual escalation rates would cause the
long-run demand forecast to begin from a lower base point because the annual fuel
price escalation rates are applied to a base value, specifically the fuel price in the 1995
forecast, which is greatly influenced by the short-term forecast (Company Initial Brief
at 31; Tr. 11, at 70-71).

3 The Company asserted that, assuming the 1996 forecast was produced solely by the

long-run model, the long-run model would therefore have independently forecasted the
same 0.56 percent growth rate for the 1991-1995 period, contradicting economic
assumptions underlying the forecast (Company Initial Brief at 31, citing, Exh. HO-
RR-75, at 13). In addition, the Company asserted that there is no evidence of a
sufficiently large adjustment in the years 1994 and 1995 to bridge the gap between the
load growth slopes of 0.56 percent and 2.29 percent (id.).

%6 See Enron, 23 DOMSC at 42-43; EEC, 22 DOMSC at 235-236.
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throughout the forecast period (id. at 7).* He stated that although such economic
assumptions would be consistent with the region’s repeated pattern of higher than average
recovery from a recessionary period, he considered the magnitude of the projected growth
spurt and CAGR over the forecast period to be optimistic (Exh. AL-13, at 7-8; Tr. 9, at
103).

Mr. La Capra indicated that the low demand forecast in the 1992 CELT Report
predicts a significant decline in peak demand in 1992, remaining below the NEPOOL 1991
weather-normalized summer peak until the year 2000 (Exh. AL-13, at 9). He stated that
such a decline in peak demand is unprecedented and unsupported by evidence that an
economic recovery is currently underway (id.). He, therefore, characterized the low demand
forecast as having a probability of occurrence of essentially zero and stated that it should be
discarded from the analysis of regional need (id.).

{b) High-Low Average Forecast

As noted above, the Company indicated that the high-low average forecast, the
arithmetic average of the low demand forecast and the high demand forecast from the 1992
CELT Report, represents its principal forecast.® Given that the reference forecast is
significantly closer to the low demand forecast than the high demand forecast, Mr. La Capra
indicated that the high-low average forecast would better represent the range of forecasts

embodied in the 1992 CELT Report than would the reference forecast (Exh. AL-13, at 12-

% Mr. La Capra indicated that the 1992 CELT Report high demand forecast, adjusted by
the 1992 CELT Report values for DSM, reflects a CAGR in adjusted peak load of: (1)
3.4 percent over the 1991-2007 forecast period; (2) 5.0 percent over the 1991-1995
period; (3) 3.5 percent over the 1995-2000 period; and (4) 2.5 percent over the 2000-
2007 period (Exh. AL-13, at 2-3).

* Mr. La Capra indicated that the high-low average forecast, adjusted by the 1992
CELT Report values for DSM, reflects a CAGR in adjusted peak load of: (1) 2.15
percent over the 1991-2007 forecast period; (2) 2.12 percent over the 1991-1995
period; (3) 2.37 percent over the 1995-2000 period and (4) 2.01 percent over the
2000-2007 period (Exh. AL-13, attach. RLC-16).
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13, 16).* However, he added that, in assuming equal probability for the low demand
forecast and high demand forecast, the high-low average forecast constitutes a conservative
projection of future load growth (Exh. HO-RR-65).*° He noted that the high-low average
forecast shows stronger growth in the early years relative to the reference forecast (Tr. 9, at
65).

The Company asserted that the 1952 NEPOOL Resource Adequacy Assessment,
Technical Supplement ("Resource Assessment") confirms that the high-low average forecast
is a reasonable forecast (Company Initial Brief at 38). The Resource Assessment provides a
probability distribution for the variation in expected regional load growth assumed by
NEPQOL for the years 1993 through 1997 (Exh. HO-RR-77(h)). From this distribution, the
Resource Assessment provides the expected value, or weighted average of all possible
outcomes in the distribution, of the load forecast for each year from 1993 though 1997 (id.).
Mr. La Capra noted that the expected value of the 1997 capacity position is reasonably close
to the 1997 capacity position projected by the high-low average forecast (Exh. HO-RR-77;
Tr. JH-1, at 17).* Mr. La Capra further noted that the Resource Assessment demonstrates
that the uncertainty associated with load growth, existing utility attrition, DSM and other
factors is more likely to result in a capacity shortfall than a capacity surplus if NEPOOL

plans its resources to meet the reference forecast (Exh. HO-RR-77).

39 The Company stated that this asymmetry means there is a greater likelihood of the
reference forecast underforecasting than overforecasting demand by a given margin
(Exh. AL-13, at 12).

40 As noted above, the Company considers the high demand forecast to be a reasonable
high demand case while it considers the low demand forecast to have a probability of
occurrence of essentially zero (Exh. AL-13, at 7).

4 The Company indicated that the expected value in 1997 is a capacity deficiency of 241
MW (Exh. HO-RR-77). The Siting Board notes that, assuming the Company’s base
supply forecast, the high-low average forecast projects a 1997 capacity deficiency
ranging from 961 MW to 1356 MW, under two alternative DSM forecasts (Exh AL-
13, exh. attach. RLC-26).
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(¢) End-Year Linear Forecast

With respect to the end-year linear forecast, the Company explained that this forecast
assumes that the beginning and end points of the reference forecast are correct and that peak
load will grow linearly between these two points (id. at 11). The Company stated that,
therefore, the end-year linear forecast partially corrects for the unreasonable assumptions
underlying short-term growth in the reference forecast (Exh. AL-13, at 11-12).* The
Company noted that, in reflecting the same long-term increase as the reference forecast -- 1.9
percent per year between 1992 and 2007 -- the end-year linear forecast is reasonable but

conservative relative to other forecasts based on the region’s long-term trends (id.).*

(d)  Forecasts Based on Historical Trends

As noted above, the Company provided three additional demand forecasts based on
historical trends -- the CAGR regression forecast, the linear regression forecast and the
multiple regression forecast. The Company stated that it developed the CAGR regression
forecast and linear regression forecast based on performing time series regression analysis of
1974-1991 weather-normalized summer peak load data for New England derived from
NEPOOL data (id. at 10; Exh. AL-12, at 5-7). The Company stated that historic trends in
DSM are reflected in the weather-normalized data that underlies the regression equations,
and claimed that a moderate-to-high amount of DSM thus was incorporated in the regression
forecasts (Exh. HO-MN-4).* The Company stated that the projected growth in peak load

2 Mr. La Capra indicated that the end-year linear forecast, adjusted by the 1992 CELT
Report values for DSM, reflects a CAGR in adjusted peak load of: (1} 1.90 percent
over the 1997-2007 forecast period; (2) 2.13 over the 1991-1995 period; (3) 1.95
percent over the 1995-2000 period, and (4) 1.74 percent over the 2000-2007 period
(Exh. AL-13, attach, RLC-16).

i The Company indicated that the projected growth in peak load would be 433.6 MW
per year under the end-year linear forecast (Exh. HO-RR-65).

“ The Company stated that the regression forecasts reflect a continuation of a rapid rate
of increase in DSM resources over the historical period and that the rate of growth in
(continued...)
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would be 2.93 percent per year under the CAGR regression forecast and 468 MW per year
under the linear regression forecast (Exh. AL-13, attachs. RLC-16, RLC-17b).* The
Company stated that, although each of the regression formats exhibits statistically solid
results, the CAGR regression forecast is statistically superior (id. at 10).%

The Company stated that it developed the multiple regression forecast using personal
income and time as independent variables (id. at 13-14).#* Mr. La Capra acknowledged
that the confidence in this forecast methodology depends on the forecast of personal income
and stated that the forecast of personal income utilized in developing the multiple regression
forecast was reliable (Exh. HO-RR-74; Tr. 10, at 106).* Mr. La Capra asserted that,

#(...continued)
DSM resources is likely to decline over time as cost-effective DSM opportunities
decline (Exh. MN-4). Therefore, the Company stated that the DSM included in the
regression forecasts is likely to be accurate in the short-run but too high in the long-
run (id.).

4 Mr. La Capra indicated that the linear regression forecast, reflects a CAGR in
adjusted peak load of: (1) 2.00 percent over the 1991-2007 forecast period; (2) 2.25
percent over the 1991-1995 period; (3) 2.05 percent over the 1995-2000 period, and
{4) 1.82 percent over the 2000-2007 period (Exh. AL-13, attach. RLC-16).

a6 The Company noted that the use of a CAGR regression was accepted by the Siting
Council in Enron, EEC, and West Lynn (Company Reply Brief at 4).

4 Mr. La Capra indicated that a series of single and multiple regression analyses of
three independent variables -- time, Massachusetts personal income and Massachusetts
state product -- demonstrated that the regression on personal income and time
exhibited the best overall statistical results (Exh. AL-13, at 13-14).

a8 Mr. La Capra indicated that the multiple regression forecast reflects a CAGR in
adjusted peak load of: (1) 3.00 percent over the 1991-2007 forecast period; (2) 2.96
percent over the 1991-1995 period; (3) 3.00 percent over the 1995-2000, period and
(4) 3.03 percent over the 2000-2007 period (Exh. AL-13, attach. RLC-16).

49 Altresco asserted that the economic forecast underlying the multiple regression
forecast is more reliable than the economic forecast underlying the reference forecast
because (1) it is more recent; (2) it was not adjusted by the modified Delphi method;

el

s
b el

and (3) it is supported by recent economic data and projections from numerous
forecasters (Company Reply Brief at 5, citing, Exhs. HO-RR-62; HO-RR-76).
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absent major structural changes in the economy such that increases in disposable income and
commercial activity would not require increases in energy use, the multiple regression
forecast would be the best predictor of electric demand over the long-term (Tr. 10 at 102-
106).

2) Arguments of the Parties
The Beach Association took issue with the Company’s economic assumptions and

demand forecast methodologies (Beach Association Initial Brief at 2-5; Beach Association
Reply Brief at 2-9). The Beach Association argued that the recession was not limited to the
1990-1991 time frame as suggested by the Company, but instead, continues (Beach
Association Initial Brief at 2,5). Thus, the Beach Association maintained that the reference
forecast and the low demand forecast would likely be accurate forecasts for the short-run (id.
at 6).* The Beach Association added that this recession is unlike previous recessions

(Beach Association Reply Brief at 4).

With respect to the Company’s demand forecast methodologies, the Beach Association
argued that the CAGR regression forecast should be excluded from the analysis of need
because it is not "a proper model during a recession” (Beach Association Initial Brief at 2;
Beach Association Reply Brief at 2-3). The Beach Association stated that the CAGR of peak
load for the 1974-1989 period would differ from the CAGR of peak load for the 1974-1998
period due to the continuing recession and the likelihood that the recovery from the current
recession will be weaker than previous recoveries (Beach Association Reply Brief at 2-3).”

The Beach Association argued that the multiple regression forecast also should be

50 The Beach Association argued that the fuel price assumptions of the 1992 CELT
Report are as reasonable as the alternative assumptions presented by the Company
(Beach Association Initial Brief at 6).

St Altresco responded that the CAGR regression forecast demonstrates the long-term
trend in the region’s demand for electricity in that it was based on historical growth in
demand over a period which included multiple recessions and recoveries (Company
Reply Brief at 3).
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excluded from the analysis of need (Beach Association Initial Brief at 2). In support, the
Beach Association stated that economic activity cannot be predicted with certainty and the
Company’s assumption of the time frame of the current recession in that forecast is
speculative (id.).

Finally, the Beach Association objected to the use of the high-low average forecast as
the base forecast and argued that this forecast would be unacceptable even as an alternative
forecast (id., at 3-4; Beach Association Reply Brief at 5-9). The Beach Association stated
that the high-low average forecast is not based on a sophisticated methodology and is
essentially a modification of the CAGR regression forecast (Beach Association Reply Brief at
8). The Beach Association added that the Company asserted that the high demand forecast
and low demand forecast were not equally probable and, therefore, the average of the two
forecasts was not a valid method to determine the center of the distribution (id. at 7; Beach

Association Initial Brief at 3).%

3) Analysis
As noted above, the Company presented two demand forecasts included in the 1992

CELT report (the reference forecast and the high demand forecast), developed two additional
demand forecasts based on the load forecast data contained in the 1992 CELT report (the
end-year linear forecast and the high-low average forecast) and developed three additional
demand forecasts based on historical trends (the linear regression forecast, the CAGR
regression forecast and the multiple regression forecast).

With respect to the reference forecast, the Siting Board notes that the CELT report has
previously been acknowledged as an appropriate starting point for resource planning in New
England and CELT forecasts have previously been accepted for the purposes of evaluating

regional need in reviews of proposed non-utility generator ("NUG") facilities. See, EEC

2 Altresco responded that the high-low average forecast assumption of equal probability
of the high demand forecast and low demand forecast is not cause to reject the
forecast and that the forecast does not produce a constant growth rate (Company Reply
Brief at 6).
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(Remand) at 211; Enron, 23 DOMSC at 42; EEC, 22 DOMSC 234-236; NEA, 16 DOMSC
at 354. Specifically, the reference forecast has been accepted by the Siting Board as an
appropriate base case forecast for use in the analysis of regional need.”® See, EEC
(Remand) at 211.

Here, the Company characterized the reference forecast as overly pessimistic,
particularly in the near term, and argued that it should be rejected from the analysis of
regional need. As noted above, the Company argued that overly pessimistic economic
trends, and high fuel price projections dampened the short-term forecast for the years 1992
and 1993 which, in turn, affected the growth in demand projected by the long-term model for
the years 1996 and beyond.

In merging the short-term and long-term forecasts, NEPOOL stated in the 1992 CELT
Report that it "adjusted the forecast to approach the long-run results smoothly over a two
year interim period" (Exh. HO-RR-38(c) at 2-1). The Company raised significant concerns
relating to NEPOOL’s adjustment of the forecast in the interim period, citing the low CAGR
of 0.56 percent over the 1991-1995 period as compared to the CAGR of 2.29 percent over
the 1995-2000 period. The CAGR over the 1991-1995 period reflects the lack of growth
between 1991 and 1992 (-1.06 percent) and minimal growth between 1992 and 1993
(0.51 percent).

However, given that the first year of reliance on the long-term forecast is 1996, the
reason for the Company’s emphasis on relative trends over the 1991-1995 period and 1995-

54

2000 period is unclear.” An examination of the average annual increase in growth over the

53 In previous reviews, the Siting Council also stated its concerns with the 1991 CELT

forecast that compromised the validity of the forecast, and, therefore, found that need
cases developed from the 1991 CELT forecast should not be used for the purposes of
evaluating regional need. See Enron, 23 DOMSC at 42-43; EEC, 22 DOMSC at 235-
236.

54 The Company’s comparison appears to assume that the 2.52 percent increase between

1995 and 1996 is a direct output of the long-term forecast, rather than simply a
reflection of the difference between 1995 peak load, which is not part of the output of
(continued.,.)

—42-



SR W 0 PO

EFSB 91-102 Page 36

1991-1996 period, including the transition period, from 1993 to 1996, shows increases in
demand significantly larger than the four-year average of 0.56 percent cited by the Company.
Specifically, the average annual growth in demand is 0.95 percent for the overall 1991-1996
period and 1.78 percent for the transition period between 1993 and 1996.>° Further, the
growth in demand over the 1996-2000 period is 2.24 percent, less than that over the 1995-
2000 period. Thus, although the Company questioned the short-term forecast of growth rate
between 1991 and 1993, the rate of growth assumed between 1993 and 1996 is significantly
higher. Thus, it is not clear that the low peak load projections for 1992 and 1993 had a
significant impact on the long-term forecast. In addition, regarding the Company’s
arguments that economic indicators show a recovery is already underway, the Siting Board
notes that peak load would not necessarily respond immediately to changes in economic
indicators.

In sum, the record does not demonstrate that, for the forecast years beyond 1995, the
reference forecast is obviously biased, either upward or downward, such as to lead the Siting
Board to question the validity of the forecast for those years. Further, the reference forecast
has a wide level of recognition for capacity planning purposes in the New England region
and has been incorporated directly into Altresco’s analysis without the need for adaptation by
the proponent. Thus, the Siting Board finds that the reference forecast is an appropriate base

case forecast for use in the analysis of regional demand for the years 1996 through 2007.%

54(...continued)
the long-term forecast, and 1996 peak load, which is within the time frame of reliance
on the long term forecast. There is no evidence to support an interpretation that the
long-term forecast method produces results in the form of percentage changes in peak
load.

35 The annual transition period increases are 1.44 percent between 1993 and 1994, 1.39
percent between 1994 and 1995, and 2.52 percent between 1995 and 1996.

36 As noted above, Altresco considers the high demand forecast to represent a reasonable

high demand case. However, given that NEPOOL characterizes the forecast as having

only a ten percent chance of occurring, the Siting Board considers the high demand

forecast to represent a sensitivity analysis of varying economic assumptions rather than
(continued...)
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With respect to the high-low average forecast, the Company notes that the average of
NEPOOL’s high and low forecast is higher than the 50 percent confidence level, or median
level, reflected in the reference forecast. The Company also claims that the high-low
forecast produced a 1997 capacity position result that is comparable to that shown in the
1992 Resource Assessment’s expected value forecast.

The Siting Board notes that, in producing forecast results that are greater than the 50
percent confidence level reflected in the reference forecast as a result of high side
uncertainty, the high-low average forecast is conceptually akin to NEPOOL’s expected value
forecast. In EEC (Remand) at 212-213, the Siting Board stated that in order to accept an
expected value forecast as a base case forecast, a proponent would be required to provide a
cost/benefit analysis to support planning to a higher reliability level. Absent such an
analysis, the Siting Board found in that review that an expected value forecast was acceptable
for use in an analysis of regional need, but not as a base case forecast. Id.

Here, in proposing the high-low average forecast as a base case forecast, the
proponent has not addressed the cost of planning to a reliability level greater than fifty
percent. Accordingly, based on the foregoing, the Siting Board finds that the high-low
average forecast is an acceptable forecast for use in an analysis of regional need, but does
not constitute a base case forecast.

With respect to the end-year linear forecast, Altresco argued that the long-term linear
trend would dampen the short-term pessimism of the reference forecast. However the
Company did not explain its reasons for choosing a linear format, in particular, to develop a
long-term trend, or its reasons for using the end year alone as the basis for determining the
slope of the linear trend.

The Siting Board notes that the Company’s end-year linear forecast shows higher peak
load than the reference forecast for the entire 15-year span of the forecast period, excepting

the end year itself. Further, the reference forecast shows its most rapid growth over the

56(...continued)
a forecast of regional demand. Thus, the Siting Board does not include the high
demand forecast in its analysis of regional need.
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latter ten years of the forecast period -- with annual increases in peak load ranging from 434
MW to 672 MW. Thus, the end-year linear forecast is potentially sensitive to the
Company’s choice of a representative long-term forecast year for purposes of developing the
linear trend. While we recognize the intuitive logic of using the end year to represent the
long term, Altresco might have provided a more balanced basis to develop the long term
trend of its forecast if it had used a range of later years in the forecast, rather than just the
end year. In addition, Altresco might have provided a clearer rationale for its selection of a
linear long-term trend format as part of the end-year forecast approach.

Accordingly, based on the foregoing, the Siting Board finds that the end-year linear
forecast is an acceptable forecast for use in the analysis of regional demand but may warrant
adjustment to reflect a more balanced long-term trend.

With respect to the CAGR and linear regression forecasts, Altresco maintained that
both time series regression formats are consistent with Siting Council precedent, provide
good statistical results, and, barring major structural changes, would continue to demonstrate
a strong relationship between time and growth in summer peak load. In addition, Altresco
maintained that the rate of DSM implementation reflected in the regression forecasts is likely
accurate in the short-run but too high in the long-run due to a likely decline in the rate of
growth in DSM resources over time as cost-effective DSM opportunities dechine. The Beach
Association, on the other hand, argued that the CAGR regression forecast does not capture
the continuing recession given that this recession is unlike previous recessions.

In a recent review, the Siting Board acknowledged that time series regression provides
no means to capture possible shifts in peak load trends stemming from changes in underlying
economic determinants and thus is an unsophisticated forecast methodology. See, EEC
(Remand) at 250-251. The Siting Board, therefore, agrees with the Beach Association that
the time series regression forecasts would not reflect significant differences in the current
recovery from recoveries during the 1974 to 1991 time frame. However, based on this
record, it is not clear that this recovery is significantly different from previous recoveries.

With respect to DSM, the Siting Board questions Altresco’s assertion that its time

series regressions, based on a 1974-1991 historical period can adequately capture current
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rates of DSM implementation. The Siting Board notes that, because formal utility programs
did not appear until late in the historical period, a majority of peak load data points used in
the Company’s regression analysis could not reflect the annual amounts of DSM
implementation observed in recent years. Thus, unless annual amounts of DSM
implementation are significantly smaller over the forecast pericd than in recent years, the
Company’s time series regression forecasts can not fully capture DSM trends. See, EEC
(Remand) at 250-252.

Overall, time series regression analyses are a long-recognized benchmark for
establishing peak load trends, and have been considered in previous reviews of proposed
generating facilities. As discussed herein, there is some likelihood that the Company’s time
series regression analyses of the 1974-1991 period resulted in under-representation of current
DSM ftrends.

Based on the foregoing, the Siting Board finds that the linear regression forecast and
the CAGR regression forecast provide acceptable forecasts for use in an analysis of regional
demand, while recognizing that the forecast methodologies are not sophisticated and possible
adjustments may be appropriate to reflect DSM trends over the forecast period.

With respect to the Company’s multiple regression forecast, the Siting Board notes
that the Company’s forecast includes only one independent variable reflecting an economic,
demographic or other determinant of load growth, and uses time as a second independent
variable. As such, the multiple regression forecast is akin to a forecast based on the
historical relationship of peak load to a single economic indicator -- an approach included in
previous Siting Board reviews of regional need. While the Siting Board previously has
addressed forecasts based on the relationship of peak load to gross national product ("GNP")
or gross domestic product ("GDP"), Altresco based its multiple regression forecast on the
relationship of peak load to another economic determinant, personal income.

In its previous reviews, the Siting Board or Siting Council has accepted forecasts
based on GDP or GNP as alternative forecasts for evaluation of regional need, while,
recognizing that such forecast methodologies were not sophisticated. See, EEC (Remand) at
213-214; Enron, 23 DOMSC at 44; EEC, 22 DOMSC at 236-237. In EEC (Remand), the
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Siting Board also found that possible adjustments may be needed to reflect DSM trends over
the forecast period. 90-100R at 213-214.

Here, although the Siting Board agrees with the Beach Association that economic
activity cannot be predicted with certainty, the record does not support a conclusion that the
Company’s forecast of personal income is obviously biased, either upward or downward,
such as to lead to a rejection of the forecast. However, the Siting Board is concerned that
the forecast methodology, as applied by the Company, had no means to capture possible
shifts in the relationship between personal income and peak load that would stem from
changes in the rate of DSM implementation. Nevertheless, the Siting Board finds that the
multiple regression forecast provides an acceptable forecast for use in an analysis of regional
demand, while recognizing that the forecast methodology is not sophisticated and that

possible adjustments may be appropriate to reflect DSM trends over the forecast period.”’

c. DSM
¢y Description
Altresco indicated that, in order to incorporate DSM savings from utility-sponsored
programs into the CELT forecast, NEPOOL first projects DSM savings over the forecast
period by aggregating the DSM forecasts of the individual utilities (Exh. AL-13, at 17;
Tr. 9, at 84).** However, Mr. La Capra asserted that NEPOOL projections of DSM

savings likely overestimate the savings that the region will actually experience as a result of

57 As noted above, during the course of the proceedings, the Company presented three
additional demand forecasts -- two forecasts based on alternative fuel price scenarios
and one demand forecast based on the DOE forecast of energy use (see n.33, above).
The Siting Board considers these forecasts to represent sensitivity analyses of varying
fuel price/energy use scenarios rather than forecasts of regional demand. Further, the
Siting Board had no opportunity to question the Company about the development of
these forecasts.

% The Company stated that NEPOOL projects a CAGR in DSM of approximately 19
percent per year between 1991-1995, 8 percent per year between 1995-2000, and 4
percent per year between 2000-2007 (Exh. AL-13, at 17).
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utility-sponsored programs (Exh. AL-12, at 10). In support, he stated that in previous CELT
forecasts NEPOOL consistently has overestimated the contribution of DSM resources to peak
demand reduction (Exh. AL-13, at 17). Specifically, he stated that since 1988, actual DSM
savings, on average, have been approximately 18 percent less than the DSM forecast by
NEPOOL (id. and attach. RLC-20).%

Mr. La Capra explained that NEPOOL’s overforecast primarily is due to the manner
in which individual utilities project savings from existing and planned DSM programs (id. at
19). He stated that utility projections are based on engineering estimates, and that such
estimates generally overpredict actual savings as measured by impact evaluations (id.; Tr. 9,
at 85).° Mr. La Capra stated that a review of the results of DSM evaluation studies has
found that on average the actual savings from DSM were only 54 percent of forecasted
savings, which were based on engineering estimates (id.; Exh. HO-RR-80).

The Company asserted that another reason for NEPOOL overprediction of DSM
relates to recent changes in the regulatory climate (Exh. AL-13, at 20; Company Initial Brief
at 44). Specifically, Altresco presented documentation detailing a number of utilities’
requests for regulatory approval to lower their DSM budgets (Exh. HO-RR-79).

Altresco stated, therefore, that it would be inappropriate to evaluate regional need for
new capacity based on the assumption that 100 percent of the utilities’ projected DSM

savings would be achieved, and instead, a more realistic DSM scenario should be considered

¥ The Company indicated that an analysis of NEPOOL DSM forecast accuracy indicates
that: (1) actual DSM was less than the 1988 forecast of DSM by 3.7 percent for 1988,
8.6 percent for 1989, 6.3 percent for 1990 but was more than the 1988 DSM forecast
of DSM by 1.8 percent for 1991; (2) actual DSM was less than the 1989 forecast of
DSM by 50.4 percent for 1989, 49.4 percent for 1990, and 35.0 percent for 1991;
(3) actual DSM was less than the 1990 forecast of DSM by 12.8 percent for 1990 and
12.0 percent for 1991; and (4) actual DSM was less than the 1991 forecast of DSM by
5.4 percent for 1991 (Exh. AL-13, attach. RLC-20).

60 Mr, La Capra stated that some reasons for overestimates include erroneous
assumptions in engineering calculations, unanticipated interactions among DSM
measures, technical problems, customer behavior changes and weather variations
(Exh, AL-13, at 19).
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(Exh. AL-13, at 20). Thus, the Company provided an alternative DSM forecast as a base
DSM case which assumed that DSM growth above 1991 levels would be 25 percent less than
the growth forecast by NEPOOL (id. at 20).* Mr. La Capra stated that the 25 percent was
intended to be a median value, and that in fact 25 percent may be a modest assumption given
the current overforecasting of DSM estimates (Tr. 9, at 84-86; Company Initial Brief at 46).
He further stated that the 25 percent discount factor for the base DSM case was based on a
number of considerations including (1) overall projections on the speed of implementation of
conservation measures have been high, specifically overforecasted by almost 20 percent, and
(2) the review of utilities actual savings over forecasted savings shows an average saving of
only 54 percent (Tr. 9, at 85). Altresco also provided a high DSM case which assumed the
NEPOOL DSM forecast (Exh. AL-13, at 23: Tr. 9, at 86).

2) Analysis
The Company considered a discount of the 1992 CELT DSM by 25 percent of the

increment over 1991 levels to be appropriate in the base case. The Siting Board notes that
the average actual DSM underperformance for the years 1988 through 1991 is 18.2 percent,
significantly lower than the 25 percent assumed by the Company. Further, the actual DSM
underperformance relating to the 1989 forecast was significantly greater than DSM
underperformance relating to the 1988, 1990 and 1991 forecasts, and the record indicates that
if the 1989 forecast is omitted from the analysis, the average underperformance is only seven
percent.

In reviewing a similar analysis of NEPOOL overforecasting of DSM in EEC
(Remand), the Siting Board noted that the high level of overforecasting in the 1989 CELT
forecast is not based on historical trends and may be an aberration, contributing to an

unwarranted high underperformance average. Thus, the Siting Board concluded in that

ol The Company stated that under this scenario, DSM continues to grow at a robust rate
with CAGRs of approximately 14.29 percent per year between 1991-1995, 6.15
percent per year between 1995-2000, and 3.03 percent a year between 2000-2007
(Exh. AL-13, at 17).
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review that it would be reasonable to omit DSM underperformance from 1989 in considering
the historical basis for any discounting of NEPOOL-projected DSM levels.

By omitting the actual DSM underperformance for 1989 and substituting instead the
DSM underperformance for 1990, the next largest DSM underperformance, the average
DSM underperformance is reduced to 8.4 percent. Accordingly, based on the foregoing, the
Siting Board finds that it is appropriate to adjust the 1992 CELT DSM levels in the base case
and that an adjustment of the 1992 CELT DSM levels by 8.4 percent of the increment over
1991 levels represents a reasonable base DSM case for the purposes of this review.%

As noted above, the Company included the NEPOOL base DSM forecast as a high
DSM case. The Siting Board notes that the 1992 NEPOOL Resource Adequacy Assessment
includes high and low DSM cases in addition to the base DSM case.* However, the 1992
NEPOOL Resource Adequacy Assessment was published after the Company prepared its
regional need analysis. Therefore, for the purpose of this review, the Siting Board finds that
the Company’s high DSM case which is the 1992 NEPOOL base DSM case, represents a
reasonable high DSM case.

d. Supply

(1)  Description
Altresco presented three supply forecasts based on the 1992 CELT Report, a base

supply case, high supply case and low supply case (Exhs. AL-13, at 21; AL-2, at 9-14).

8 The Siting Board adjustment to the end-year CAGR forecast which incorporates the

base DSM case, as adjusted, requires recalculation of the linear trend based on new
values for DSM and resultant peak load in 2007 (see Section I1.A.3.b.(1)(c), above).
The new peak value for 2007 is 26,914 MW under the adjusted base DSM forecast.
The projected growth is 450.9 MW per year.

6 The Siting Board notes that the high DSM values from the Resource Adequacy

Assessment for the years 1996 through 2000 are: 1996 - 1,943 MW, 1997 - 2108
MW; 1998 - 2268 MW; 1999 - 2456 MW, 2000 - 2654 MW, and the low DSM
values are: 1996 - 1485 MW, 1997 - 1612 MW; 1998 - 1725 MW, 1999 - 1824 MW,
2000 - 1922 MW (Exh, JH-1, at 65).
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The Company explained that it considers the base case to be the most likely supply scenario,
while the high case is a somewhat optimistic, although not unlikely, increase in supplies, and
the low case is a somewhat pessimistic, although not unlikely, decrease in supplies (Exh.
HO-N-20).%

In support of the supply cases, Altresco stated that the base supply case reflects the
resources included in the 1992 CELT Report,% with two exceptions; (1) a minor correction
to the Hydro-Quebec Vermont joint ownership purchases, and (2) a deduction from

NEPOOL’s estimate of capacity to reflect expected attrition and delays of committed future

As part of its initial analysis Altresco provided 16 contingency scenarios likely to
affect either DSM or supply, as adjustments to the base, high and low supply cases
(id. at 9-18 through 9-30). The Company stated that in selecting the contingencies, it
focused on supply/DSM contingencies as Altresco felt it had adequately captured
demand uncertainty through the base and alternative demand forecasts (Exh. HO-N-
21). Altresco selected the 16 contingencies based on varying 11 parameters as
follows: (1) high oil prices; (2) high and low DSM implementation; (3) restricted gas
supply availability -- base, high and low; (4) major project delay; (5) high committed
NUG project delay and attrition; (6) Clean Air Act implementation impacts; (7) older
nuclear unit shutdown; (8) IRM process impacts; (9) regulatory delay of NUG projects
and planned utility additions -- base, high and low; (10) 2 percent higher reserve
requirement; and (11) existing committed utility unit attrition (Exh. AL-3, exhibit 9-
L). The Company asserted that, although all of the contingencies except one increase
expected need, there are many more potential events which could reduce the level of
available supplies as opposed to increasing the level of such supplies (Exh. HO-N-22),
However, as noted above, an updated contingency analysis was not included in the
Company’s updated regional analysis.

The resources included in the 1992 CELT report include: (1) existing utility
generation; (2) cumulative retirements; (3) cumulative life extensions; (4) committed
non-utility generation; (5) net of planned, purchased and sales; (6) other committed
capacity additions; and (7) net reratings and deactivations (Exh. AL-13, attach. RLC-
23). The Company indicated that the category of committed non-utility generation
includes those projects fully licensed, with all third party contracts and financing
obtained, and those projects under construction (id.; Exh. HO-RR-61, at 55). The
Siting Board notes that neither this proposed facility, the proposed Eastern Energy
facility, nor the Enron facility are included in this category.
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NUG capacity (Exh. AL-13, at 21-22).% The Company stated that the high supply case

assumes the base case is increased by (1) the continuation of Hydro-Quebec Phase II beyond

the year 2000, and (2) 50 percent of the planned, but not yet committed, utility generation

project capacity pending regulatory approval, and 25 percent of the planned, but not yet

committed, utility generation project capacity without regulatory approval (Exh. AL-2, at 9-

16).5 The Company stated that the low supply case assumes that the base case is decreased

by the potential early cancellation of utility purchases from outside of NEPOOL, due to

short-term excess capacity available within the pool (id. at 9-16).5%

67

68

The Company explained that, historically, a number of NUG facilities with signed
contracts have failed to be completed or to come on-line as expected for a variety of
reasons including failure to obtain financing, fuel supply or required permits (Exh.
AL-2, at 9-15). The Company stated that the Massachusetts Electric Company
("MECo"} prepared an analysis of NUG attrition and delay in a 1991 report entitled,
" Alternative Energy Negotiation-Bidding Experiment" ("1991 MECo Report"), which
includes a wide array of NUG projects at different stages of development (Exhs. AL-
13, at 23; HO-N-16). The Company stated that in updating the 1991 MECo Report, it
concluded that the average committed NUG failure rate is 32 percent, and that on
average 50.5 percent of NUGs will experience a delay in their projected service date
(Exh. AL-13, at 23).

The Company indicated that these two types of uncommitted utility capacity are
categorized in the 1992 CELT Report as categories (L) -- regulatory approval
pending, and (P) -- without regulatory approval, respectively (Exhs. AL-2, at 9-16;
HO-RR-61, at 54). The record indicates that the principal projects in the L category
include (1) the Taunton Energy Center, a proposed 150 MW facility, with an expected
start date of January 1995 and (2) Edgar Energy Park, a proposed 306 MW facility,
with an expected start date of January 1996 (Exh. HO-RR-61, at 31). The Siting
Board notes that the Edgar Energy park has been indefinitely delayed by the
developer, BECo. See, 1993 BECo Decision at 10. The P category includes 67 MW
beginning in 1996, 5 MW beginning in 1997, 100 MW beginning in 1998, and a total
of 722 MW beginning in 2000 and beyond (Exh. HO-RR-61, at 31).

The Company stated that it determined which supply contracts were likely to be
cancelled based on a review of contracts held by purchasing utilities, discussions with
purchasing utilities and first-hand knowledge of many of the power contracts held by
major New England utilities (Exh. HO-N-19). Further, the Company stated that all of
the identified contracts either will expire, although they are potentially renewable, or
have an early cancellation provision (id.).
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Alfresco stated that it assumed a reserve margin of 22 percent of peak demand,
consistent with the reserve margin generally used in the CELT Report, a forecast by the New
England Governor’s Council and recent NEPOOL experience (id. at 9-14). The Company
indicated that the assumption of a 22 percent reserve margin is conservative as the NEPOOL
reserve margin has varied between 17.0 percent and 50.2 percent over the 1970-1990 period
(Exh. HO-N-13). However, the Company indicated that the 1990 NEPLAN Report called
for a reserve margin of 20 to 22 percent between 1996 and the year 2005 to meet its

reliability criterion (id.).”™

(2) Analysis
As noted above, the Company presented a base supply forecast based on the 1992

CELT Report, a high supply forecast based on possible implementation of supply options
listed in the 1992 CELT Report and a low supply forecast, based on possible losses of
committed capacity included in the base case. The Company characterized the base supply
forecast as the most likely supply scenario, while asserting that the high case is a somewhat
optimistic, although not unlikely, increase in supplies, and the low case is a somewhat
pessimistic, although not unlikely, decrease in supplies. The Siting Board notes that, for all
supply forecasts, Altresco included NUG capacity only to the extent that such capacity is
committed, and is existing or under construction. As noted in Section II.A.4.c., below, the

Company excluded the committed capacity of the Enron facility from its original supply

%9(...continued)

o The Company calculated the potential NEPOOL purchase reductions, based on the
1992 CELT Report as follows: 1992 - 567 MW; 1993 - 484 MW; 1994 - 310 MW;
1995 - 260 MW,; 1996 - 241; 1997 through 2007 - 191 MW per year (Exh. HO-RR-
82).

™ The Siting Board notes that within the 1992 Resource Adequacy Assessment Executive
Report, NEPOOL targeted adjusted required reserve requirements to meet the
reliability criterion for the high, reference and low demand forecasts (Exh. HO-JH-1,
Table 3). These reserve margin requirements ranged from: (1) 21 percent to 22
percent for 1998; (2) 20 percent to 22 percent for 1999; and (3) 20 percent to 21
percent for 2000 (id.).
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forecasts but later amended the Massachusetts supply forecast to include such capacity
because the Enron facility was under construction.”! We have assumed a comparable
correction, i.e, an addition of 83 MW which represents the committed capacity of the Enron
facility, to each of the Company’s regional supply forecasts.

With respect to the base supply forecast, as noted above, the Company utilized the
1992 CELT Report capacity forecast with a minor correction to the Hydro-Quebec purchase
and a deduction to reflect attrition and delay of future NUG capacity. The deduction was
based on an analysis of the success rates and operational delays of NUG projects prepared by
a utility.

The Siting Board agrees with the Company’s general position that the base supply case
should reflect capacity specified in the 1992 CELT Report. However, we have specific
concerns with the methodology utilized by the Company in deducting capacity from the 1992
CELT report to reflect NUG attrition and delays. The utility analysis cited by the Company
reflected a wide array of NUG projects at differing stages of development. However, the
committed NUG projects included in the 1992 CELT capacity forecast are in an advanced
stage of development, and thus would not necessarily have the same attrition or delay rate as
those included in the utility analysis. For the purposes of deriving a base case, it would be
preferable to base any adjustments to the 1992 CELT Report capacity forecast on specific
circumstances.

Nevertheless, it is reasonable to assume that some of the committed NUG capacity
included in the 1992 CELT Report would be cancelled or delayed. Accordingly, for the
purposes of this review, the Siting Board finds that the base supply case, as adjusted by Ian
additional 83 MW, represents a reasonable base supply forecast.

n The Siting Board notes that the Company also adjusted the Massachusetts need
forecasts to reflect a decrease in Massachusetts purchases from the Power Authority of
New York ("PASNY") based on updated data which indicated that original estimates
were too high (Exh. JH-RR-2). However, no adjustment was made for purchases
from PASNY in the regional analysis because there is no indication whether there was
a change in overall purchases or in the allocation of purchases to Massachusetts.
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With respect to the high supply forecast, the Siting Board also has concerns with
Altresco’s consideration of NUG capacity. In a recent review the Siting Board questioned
the exclusion of uncommitted NUG capacity that is existing or under construction from the
applicant’s supply forecasts and found that such capacity should be included as part of a high
supply case.” EEC (Remand) at 224-226. Thus, inclusion of 66 MW of uncommitted
capacity of NUG projects that are existing or under construction would be appropriate for the
high supply case.

In addition, the Siting Board notes that the Company assumed differing success rates
for two categories of planned, uncommitted utility capacity in its high supply forecast. The
Company assumed a 50 percent success rate for uncommitted utility capacity classified as
"regulatory approval pending," and a 25 percent success rate for uncommitted utility capacity
classified as "without regulatory approval.” Given uncertainties in planning supply additions,
it is reasonable for the Company to assume that not all planned, uncommitted utility capacity
will be built and operational as of expected start dates. In fact, the 1992 CELT report
includes on-line dates for two proposed utility projects that clearly are uncertain including (1)
January, 1995 for the Taunton Energy Center, and (2} January, 1996 for the Edgar Energy
Park. These two projects represent 95 percent of the total capacity included in this category.
Thus, a 50 percent success rate for planned utility additions with regulatory approval pending
is reasonable. The Company did not, however, provide a rationale for assuming a still lower
success rate for the category of planned utility additions without regulatory approval.

However, the Siting Board notes that the largest additions in this second category would

7 The consideration of the uncommitted capacity of these NUG projects is akin to the
consideration of existing but uncommitted utility-owned capacity, such as the extension
of the Hydro-Quebec contract, other contracts due to expire, or life extensions for
existing generating units planned for retirement during the forecast period. Although
the infrastructure is in place such that the above capacity reasonably could be
available, the availability of capacity is not certain over the forecast period and, thus,
is appropriate to exclude from the base case. The uncommitted capacity of NUG
projects that are existing or under construction includes 3 MW for MASSPOWER and
63 MW for Enron.
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occur starting in the year 2000 and, therefore, do not significantly affect the review of need
for the proposed facility contained herein.

Therefore, for the purposes of this review, the Siting Board finds that the high supply
case, as adjusted by an additional 83 MW, and further adjusted by an additional 66 MW of
the uncommitted capacity of NUG projects that are existing or under construction, would
represent a reasonable high level of supply likely to be available over the forecast period.
Accordingly, the Siting Board finds that the high supply case, with the aforementioned
adjustments, represents a reasonable high supply forecast for the purposes of this review.

Finally, with respect to the low supply case, the Siting Board notes that the
Company’s derivation of a low supply case differs in the regional and Massachusetts need
analyses (see Section II.A.4.c., below). For the Massachusetts need analysis, Altresco
derived its low supply forecast based on a reduction in supply of 632 MW for each forecast
year to reflect the unavailability of the Pilgrim nuclear facility. For the regional need
analysis, Altresco assumed a reduction in supply of 191 to 260 MW for the 1995 though
2007 time period based on potential early cancellation of utility purchases from outside of
NEPOOL. However, as noted in the analysis of Massachusetts need, the Company did not
discount its hypothesized loss of the specific nuclear unit to better reflect the limited
probability of such a loss. Therefore, while the low supply forecast figures for regional need
appear to be inconsistent with the Massachusetts low supply forecast, the deduction of 632
MW in the Massachusetts low supply case may have been excessive.

Accordingly, for the purposes of this review, the Siting Board finds that the low
supply case, as adjusted by an additional 83 MW, would represent a reasonable low range of
supply likely to be available over the forecast period. Accordingly, the Siting Board finds
that the low supply case, as adjusted, represents a reasonable low supply forecast for the
purposes of this review.

Finally, with respect to the reserve margin, the Siting Board notes that the reserve
margin assumed by the Company, 22 percent over the entire forecast period, is too high,
given NEPOOL’s expectations concerning long-term reserve margins. With respect to

NEPOOL expectations, the 1992 Resource Adequacy Assessment Executive Report projects a
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downward trend in the reserve margin required to meet its reliability criterion. The midpoint
of NEPOOL’s target reserve margins to meet its reliability criterion for high, low and
reference demand forecasts, after 1997, is: (1) 21.5 percent for 1998; (2) 21 percent for
1999; and (3) 20.5 percent for 2000. The Siting Board also notes that, given the downward
trend in NEPOOL-assumed reserve margin requirements, it also would be reasonable to
assume a decline from the Company’s assumed 22 percent reserve margin beginning in 1998.
Therefore, based on the foregoing, for the purposes of this review, the Siting Board finds
that the Company’s reserve margin for the years 1998 through 2000 should be adjusted as
follows: (1) 21.5 percent for 1998; (2) 21 percent for 1999; and (3) 20.5 percent for 2000.

e, Need Forecasts

(1 Description™
The Company developed 33 need forecasts based on a comparisen of its eleven

demand forecasts -- the reference forecast, the high demand forecast, the high-low average
forecast, and the end-year linear forecast each adjusted by base and high DSM scenarios; and
the CAGR regression forecast, the linear regression forecast and the multiple regression
forecast -- all adjusted by three supply forecasts -- base, high and low (Exh. AL-13). In
comparing the Company’s demand and supply forecasts, the cumulative number and
percentage of need forecasts that demonstrate a need for at least 170 MW of capacity in the
early years of proposed project operation is: (1) 18 need forecast scenarios, 54.5 percent, in
1996; (2) 26 need forecast scenarios, 78.8 percent, in 1997; (3) 28 need forecast scenarios,
84.8 percent, in 1998; (4) 32 need forecast scenarios, 96.9 percent in 1999; and (5) 33 need
forecast scenarios, 100 percent, in 2000 and beyond (id.). See Table 1. The Company
indicated that comparison of the high-low average forecast incorporating Altresco’s base
DSM assumptions with the base supply forecast with updated information ("base need

scenario") showed a need for over 170 MW in the early years of the proposed project,

3 In comparing the need forecast scenarios in this section, the base, high and low supply
forecasts were increased by 83 MW -- the committed portion of the Enron facility.
See Section I1.A.3.d., above.
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specifically: (1) 371 MW in 1996; (2) 1,273 MW in 1997; (3) 2,061 MW in 1998; (4) 2,800
MW in 1999; and (5) 3,379 MW in 2000 (id.). See Table 1.

A summary of the 12 common-case need cases, those need cases common to both the
regional and Massachusetts need analyses, indicated that the cumulative number and
percentage of cases that demonstrated a regional need for at least 170 MW was: (1) 9 cases,
25 percent, in 1996; (2) 10 cases, 83.3 percent in 1997; and (3) 12 cases, 100 percent, in
1998 and beyond (Exh. HO-JH-RR-7).

(2) Arguments of the Parties

The Beach Association argued that the Company failed to demonstrate adequate need
for the proposed facility (Beach Association Initial Brief at 2-7). The Beach Association
stated that the most reasonable assessment of need is the reference forecast adjusted, by the
1992 CELT DSM, with the base supply case (id. at 5). However, the Beach Association
stated that the aforementioned assessment of need does not demonstrate a need for the
proposed facility by the year 1998 (id.).

3) Analysis
As noted above, the Siting Board does not consider the high demand forecast in its

analysis of regional need given that NEPOOL characterizes the forecast as having only a ten
percent chance of occurring. See n.56, above. Therefore, the Siting Board focuses on the
27 need forecasts that reflect combinations of six demand forecasts, two DSM forecasts as
adjusted, and three supply forecasts as adjusted.

In regard to the time period of our need review, the Siting Board notes that it is
appropriate to consider need within a time frame beyond the first year of planned facility
operation. EEC (Remand) at 232-233. The Siting Council previously considered capacity
position beyond the first year of proposed facility operation as part of assessing need for
reliability purposes in reviews of two NUG projects. See West Lynn, 22 DOMSC at 14,
33-34; Enron, 23 DOMSC at 49. The longer time frame is potentially useful regardless of

whether need has been established for the first year of proposed operation. If need has been
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established for the first year, the longer time frame helps ensure that the need will continue
over a number of years, and is not a temporary aberration. If need has not been established
for the first year of proposed operation, a demonstration of need within a limited number of
years thereafter may still be an important factor in reaching a decision as to whether a
proposed project should go forward.™ Thus, for the purposes of this review, the Siting
Board finds that it is appropriate to explicitly consider need for the proposed facility within
the 1996 to 2000 time period.

As noted above, in considering the Company’s demand and supply forecasts, the
Siting Board has adjusted: (1) all supply forecasts by 83 MW to include the committed
capacity of the Enron facility; (2) the 1992 CELT DSM levels by 8.4 percent of the
increment over 1991 levels in the base DSM case; (3) the Company’s high supply forecast by
66 MW to include the uncommitted capacity of NUG projects that are existing or under
construction; and (4) the Company’s assumed reserve margin of 22 percent to reflect lower
levels after 1997, specifically 21.5 percent for 1998, 21 percent for 1999, and 20 percent for
2000.

With respect to the Company’s demand forecasts, the Siting Board has found that; (1)
the reference forecast is an appropriate base case forecast for use in an analysis of regional
demand for the years 1996 through 2007; (2) the high-low average forecast is an acceptable
forecast for use in an analysis of regional demand but should not constitute a base case
forecast; and (3) the end-year linear, linear regression, CAGR regression, and multiple
regression forecasts provide alternative forecasts, with the caveats as noted above.

While accepting the high-low average, end-year linear, linear regression, CAGR
regression, and multiple regression forecasts for use in an analysis of regional demand, the
Siting Board identified concerns with these approaches. The identified concerns affect the
weight the Siting Board places on these forecasts. As a result, for purposes of this review,

the Siting Board places more weight on the reference forecast. Accordingly, the Siting

"4 As explained above, an analysis of capacity position is not the only basis by which a
facility proponent can establish need. Instead, need also can be established by a
combination of factors related to the energy supply. See Section II.A.1.b., above.

59—



EFSB 91-102 Page 53

Board addresses need based on two compilations of the Company’s need forecasts as adjusted
(1) a compilation including only those need forecasts incorporating the reference forecast,
and (2) an overall compilation including all 27 need forecasts reflecting all three demand
forecast methodologies.

Separating out the forecast methodologies as described above, the number of need
forecasts that demonstrate a need for at least 170 MW in each year, from 1996 through
2000, is as follows:

|| Forecast 1996 1997 1993 1999 2000

" Reference forecast 0 0 0 4 6
(6 cases) (0%) (0%) (10%) (67%) (100%)
Alternative forecasts 11 20 21 21 21
(21 cases) (52%) 95%) (100%) (100%) (100%)
Total (27 cases) 11 20 21 25 27

| (41%) (74 %) (78%) 93%) (100%)

The capacity positions under the need forecasts, as adjusted, are shown in Table 2.
Considered with the base DSM forecast, and the base supply forecast: (1) the reference
forecast shows a need for 334 MW in 1999; (2) the high-low average forecast shows a need
for 879 MW in 1997; (3) the end-year linear forecast shows a need for 625 MW in 1997,
(4) the linear regression forecast shows a need for 682 MW in 1996; (5) the CAGR
regression forecast shows a need for 2005 MW in 1996; and (6) the multiple regression
shows a need for 296 MW in 1997,

In sum, 11 of the Company’s 27 need forecasts, including the 21 need forecasts that
incorporate the high-low average, end-year linear, linear regression, CAGR regression, and
multiple regression forecasts, show a need for at least 170 MW in 1996, 20 show a need for
at least 170 MW in 1997, 21 show a need or at least 170 MW in 1998, 25 show a need for
170 MW in 1999, and 27 show a need for 170 MW in 2000. However, none of the six need

forecasts that incorporate the reference forecast show a need for at least 170 MW in 1996 or
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1997, or 1998, four such forecasts show a need for at least 170 MW in 1999 and six show a
need for at least 170 MW in 2000.

Accordingly, giving added weight to the need forecasts based on the reference forecast
for the reasons noted above, based on the foregoing, the Siting Board finds need for 170
MW or more of additional energy resources in New England for reliability purposes

beginning in 2000 and beyond.

f. Economic_Efficiency
(D Description
Altresco argued that, consistent with the standard of review established by the Siting

Council in Enron, there is a need for the proposed project on economic efficiency grounds

(Company Initial Brief at 52).” The Company indicated that economic efficiency savings
available to the region from the proposed project include (1) the variable cost savings which
result from Altresco’s inclusion in the NEPOOL dispatch pool, and (2) the avoided cost of
new capacity to meet identified regional need (Exh. HO-N-38).

In support, Altresco provided a series of detailed economic analyses with and without
the proposed facility, based on NEPOOL dispatch practices (Exhs. HO-N-38S; HO-RR-58;
HO-RR-60A). Altresco modelled NEPOOL’s load duration curve and dispatch order over a
twenty-year period, beginning in 1996 (Exhs. HO-N-38; HO-RR-60A; AL-12, at 16-17).

& The Siting Board notes that the standard of review set forth in Enron predated City of
New Bedford. In EEC (Remand), the Siting Board revisited its standard of review for
establishing need in light of City of New Bedford. Specifically, the Siting Board
found in that review that it is appropriate to consider economic efficiency benefits to
the energy supply as a possible basis for a finding that there is a need for additional
energy resources. Thus, the Siting Board reviews the Company’s economic efficiency
analysis consistent with the current standard of review and past Siting Council
precedent.

" Altresco provided an initial economic efficiency analysis, reflecting the 1990 CELT
demand forecast, for a 20-year period beginning in 1995, but then updated and
expanded its analysis based on the 20-year period beginning in 1996 (Exhs. HO-N-38;
HO-N-58; HO-RR-60A).
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Altresco stated that it projected a dispatch order for each year of the analysis by adjusting for

scheduled plant retirements and additions, adding new generic capacity to meet projected

regional capacity requirements,’’ escalating dispatch prices, and reranking generation

facilities in order of their new dispatch prices (Exh. AL-12, at 19).%"

77

78

79

The Company modelled four types of new generic capacity: gas-fired combined cycle
units; oil-fired combustion turbines; coal circulating fluidized bed ("CFB") units;
and intermediate steam units (Exh. HO-N-33; Tr. 8, at 55-67). The Company
indicated that most assumptions for these units, including fuel prices and variable
operation and maintenance ("O&M") costs, were taken from the 1991 GTF (Exh. HO-
N-34). Mr. La Capra noted that the analysis assumed CFB projects would not
displace the proposed project in the dispatch queue, both because the proposed
project’s variable costs are fixed by its bid, and because CFB units may have fairly
high variable O&M costs which would be included in the dispatch price (Tr. 8, at 60-
62). He added that it was "unlikely" that the next generation of combined-cycle plants
would have lower fuel prices than the Altresco project (id. at 63-66).

Altresco stated that it modelled NEPOOL’s current dispatch order based on plant-
specific information for each existing generating facility (Exh. AL-12, at 17).
Specifically, Mr. La Capra obtained plant generating capacity, fuel types, quantity of
fuel consumed, average heat rate, unit availability, must-run status, fuel cost, variable
non-fuel costs, and dispatch price for each plant (Exh. AL-12, at 17). This
information was obtained from FERC Form 1 filings, NEPOOL NX-12 forms, utility
plant performance filings with the DPU, and NEPOOL’s 1991 GTF (id.). Initial plant
dispatch prices were based on actual NEPOOL dispatch price data for November,
1991 (id.). Dispatch prices for the proposed project were based on the project’s bid
prices in BECo’s RFP 3 (Exh. HO-N-36; Tr. 8, at 29). The Company calculated the
"expected annual capacity” for each plant by multiplying its seasonally-weighted
average annual capacity by its target equivalent availability factor (id. at 18). Mr. La
Capra stated that availability factors, as well as ratings and dispatch prices, were
adjusted when necessary to account for seasonal variations (Tr. 8, at 41-44),

The Company indicated that it assumed that NEPOOL would dispatch on a purely
economic basis, with exceptions made for units which must operate for technical or
contractual reasons (Exh. AL-12, at 17-18), Mr. La Capra stated that a total of 9196
MW were classified as "must-run" capacity, including all of NEPOOL’s nuclear units,
conventional hydropower, baseload external purchases, purchases from existing and
committed non-utility generation, and portions of certain existing fossil units (Exh.
AL-12, p. 18). He noted that this may overstate future must-run capacity, since: (1)
some existing and committed NUGs may be dispatchable, rather than must-run; (2)
(continued...)
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Altresco used two alternative costing methods to estimate the avoided cost of new
capacity: (1) estimation of avoided capital costs and annually declining carrying charges for
utility-owned combustion turbines ("declining carrying charge method");* and (2)
estimation of avoided capacity payments based on NEPOOL deficiency charges ("NEPOOL
deficiency charge method") (Exh. HO-N-38). For each avoided cost method, the Company
analyzed a range of scenarios varying assumptions as to (1) future load growth, (2) future
fuel prices, and (3) the mix of future generating units (Exhs. HO-RR-58, HO-RR-60A).*!
Specifically, Altresco analyzed the economic savings attributable to the proposed project for
three load growth scenarios, including the reference forecast, the Company’s high-low
average forecast, and the 1990 CELT Report forecast (Exh. HO-RR-60A).*? The Company
considered each of these forecasts in conjunction with two fuel price forecasts, the Summer,
1991 DRI forecast, and the May, 1991 forecast by the WEFA Group {formerly Wharton
Econometrics) (id.).*® Finally, in conjunction with the 1990 CELT report load forecast, the

7(...continued)
some units which are currently classified as must-run in order to maintain voltage
support may not be required if new projects come online in the area; and, (3) some
older must-run units may be retired before the end of the 20-year analysis period
(Exh. HO-N-35). Mr. La Capra noted that overstatement of NEPOOL’s must-run
capacity leads to an understatement of the economic efficiency savings available from
the project (id.).

80 The Company estimated the avoided capacity cost under the declining carrying cost

method based on a utility-owned gas turbine unit depreciated over 20 years.

i The Company used its 1992 base case supply scenario in these analyses (see Section
II.A.3.d., above) (Exh. HO-RR-60A).

2. Mr. La Capra claimed that using the 1992 CELT Reference case as a low demand
case and the 1990 CELT case as a high demand case creates a reasonable range in
which future demand might fall (Tr. 8, p. 89).

8 Mzr. La Capra indicated that the 1991 DRI forecast predicted flat fuel prices for the
first two years, followed by several years of sharp increases and an extended period of
slower real growth (Tr. 8, at 81-82). Mr. La Capra stated that he believed this
forecast was probably high, especially in early years, and offered the WEFA Group

(continued...)
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Company provided alternative analyses assuming that the mix of new resources in early years

would be heavily weighted toward base load capacity, rather than equally weighted between
base load capacity and peaking capacity (Exh. HO-RR-58).%

Thus, for each of the two methods used to reflect avoided capcity cost, the Company

presented estimates of the 20-year net present value ("NPV"), in 1996 dollars, of the

economic efficiency savings available from the proposed project under eight scenarios.®

The Company’s analysis indicates that the proposed project would provide 20-year NPV

savings ranging from a low of $48.5 million to a high of $224.0 million (Exhs. HO-RR-58;

HO-RR-60A; Company Initial Brief at 60). Table 3 presents a summary of the economic

efficiency effects of the proposed project based on the Company’s overall analysis for the

1996-2015 period. Table 4 shows the energy cost and capacity cost effects of the proposed

project for the years 1996 through 1999, based on the Company’s analyses that incorporate
the 1992 CELT reference forecast.

$(...continued)
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forecast as a "lowest reasonable boundary” (id. at 90). Mr. La Capra noted that
higher fuel prices for the units dispatched after the proposed project result in greater
economic efficiency savings attributable to the proposed project (id. at 87).

The Company’s original analysis assumed that new generic resources would be split
evenly between gas-fired combined-cycle plants (baseload) and oil-fired turbines
(peaking) until 1998, after which intermediate oil-fired steam plants and CFB
technologies would enter the mix (Exh. HO-N-38, Attachment C; Tr. 8, at 57-58).
Mr. La Capra stated that NEPOOL'’s current mix of 80 percent baseload capacity and
20 percent peaking capacity does not represent the historical mix, and that utilities are
likely to correct the imbalance by acquiring additional peaking capacity (Tr. 8, at 69-
70). In response to a Siting Board request, Mr. La Capra developed an alternative
growth path which assumed that this correction would be delayed until 1998, until
which time new capacity would be 80 percent baseload, 20 percent peaking (Exh. HO-
RR-58; Tr. 8, at 73-77).

For the respective scenarios, the avoided capacity cost estimates developed under the
declining carrying charge method were higher in the early years of the proposed
project, but lower over the overall 20-year period, compared to the avoided capacity
cost estimates that the Company developed based on the NEPOOL deficiency charge
method (Exhs. HO-RR-58, HO-RR-60A).
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Mr. La Capra asserted that the economic efficiency savings available from the
proposed project would increase under a variety of policies aimed at reducing regional
emissions (Tr. 8, at 48-51).% Mr. La Capra also claimed that the economic efficiency
savings would continue, although at a lower level, in the case of the early retirement of
existing generating plants (id. at 51-54). Finally, he indicated that the proposed project’s
place in the dispatch queue, and hence its economic efficiency savings were related to its fuel

transportation package (id. at. 94-95).

(2) Analysis
In the past, the Siting Council determined that, in some instances, utilities need to add

energy resources primarily for economic efficiency purposes. Specifically, in Massachusetts
Electric Company/New England Power Company, 13 DOMSC 119, 178-179, 183, 187, 246-
247 (1985), and Boston Gas Company, 11 DOMSC 159, 166-168 (1984), the Siting Council

recognized the benefit of adding economic supplies to a specific utility system. In addition,

where a non-utility developer has proposed a generating facility for a number of power
purchasers that are as yet unknown, or for purchasers with retail service territories outside of
Massachusetts, the Siting Council standard indicated that need may be established on either
reliability or economic efficiency grounds. Enron, 23 DOMSC at 55-56; EEC, 22 DOMSC
at 207-241; NEA, 16 DOMSC at 344-360.

%  Specifically, Mr. La Capra stated that, if high-emission plants added emission control
devices, these would be treated by NEPOOL either as a fixed cost, in which case the
dispatch order would not be changed, or as a variable operating cost, in which case
the proposed project would provide greater savings because of the increased cost of
the generation it displaced (Tr. 8, at 48-50). Mr. La Capra also indicated that if
NEPOOL changed its practices to dispatch based on variable cost plus an
environmental adder, gas-fired plants such as the proposed project would rise in the
dispatch order (id. at 50-51). Finally, Mr. La Capra stated that, if an emissions
allowance trading program were implemented, gas-fired plants would rise in the
dispatch order (Tr. 8, at 48).
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In previous reviews of non-utility proposals to construct electric generation projects,
project proponents have argued that additional energy resources were needed in the region
based on economic efficiency grounds, i.e., that the construction and operation of a
particular project would result in a significant reduction in the total cost of generating power
in the New England region through the displacement of more expensive sources of power.
Enron, 23 DOMSC at 49-55; EEC, 22 DOMSC at 210-211; West Lynn, 22 DOMSC at 14;
MASSPOWER, 20 DOMSC at 19.

In MASSPOWER, West Lynn and EEC, the Siting Council rejected Companies’

arguments, finding problems with elements of their analyses. In those decisions the Siting
Council noted that proponents must provide adequate analyses and documentation in support
of assertions that their respective projects are needed on economic efficiency grounds.

In Enron, for the first time, the Siting Council found that a non-utility generating
project was needed for economic efficiency purposes (23 DOMSC at 55-62). The Siting
Council noted that such a finding, based on comprehensive analyses of NEPOOL dispatch
both with and without a proposed project, is necessarily project-specific. Id. at 58. The
Siting Council indicated that since, unlike economic efficiency gains associated with specific
PPAs, regional economic efficiency gains are not contractually guaranteed, the degree to
which they are assured would be a critical factor in our evaluation of regional need for
economic efficiency purposes. Id. at 58-59. The Siting Council also identified the magnitude
and timing of such gains as critical to our review. Id, at 59.

Here, the Company has provided a detailed description of the methodology and
assumptions used in its analysis of economic efficiency savings. The Company’s
methodology is based on reasonable assumptions, and is very similar to that accepted by the

Siting Council in Enron.

Further, Altresco’s use of multiple scenarios allows the Siting Council to evaluate the
degree to which economic efficiency savings are assured in face of uncertainty about future
conditions. Specifically, the Company’s sensitivity analyses indicate that, over its life, the

proposed project will generate significant and quantifiable savings to the region under a range
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of assumptions regarding potential load growth, fuel prices, avoided capacity costs, and types
of generation built in the region in the future.

The Siting Board notes that the lowest of the three load growth forecasts used by the
Company in its sensitivity analysis, the reference forecast, was accepted in Section
M.A.3.b(3), above, as an appropriate base case demand forecast in evaluating need for
reliability purposes. Of the two remaining forecasts, the 1990 CELT forecast was not
included in the analysis of reliability need and the high-low average forecast was included as
a possible forecast but not as a base case forecast in that analysis. However, the high-low
forecast and the 1990 CELT forecast serve to demonstrate the sensitivity of the Company’s
economic efficiency analysis results to high-side variability in the demand forecast.

The analyses provided by the Company indicate that, even under the base case demand
forecast, the proposed project would provide substantial economic efficiency savings over 20
years. However, the timing of these savings is extremely sensitive both to the demand
forecast and to the costing approach for avoided capacity. Under the cases incorporating the
reference forecast, continuous annual savings would not begin to be realized until 1999 or
2000, and cumulative savings would not be realized until 2003. Under the cases that
incorporate one of the two higher demand forecasts, continuous and cumulative economic
efficiency savings would be realized beginning in most instances by 1996, assuming use of
the declining carrying charge method to cost avoided capacity, and by 1999, assuming use of
the NEPOOL deficiency charge method. See Table 3.

The Siting Board notes that the actual economic efficiency gains that would be
achieved under the 1992 CELT reference forecast cases may be less than that indicated in
Table 3, since the Company’s analysis reflects avoided capacity costs beginning in 1996,
although the capacity is not needed for reliability purposes until 2000 under that demand
forecast. As shown in Table 4, the Company’s analysis assumed cumulative 1996-1999 NPV
avoided capacity costs of $86.1 million under the declining carrying charge method and
$74.5 million under the NEPOOL deficiency charge method. Table 4 further shows that, if
only the displaced energy cost is considered, the proposed project would provide a

cumulative NPV '1996-1999 cost displacement ranging from $181.6 million to 183.8 million,
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or 65.8 percent to 66.6 percent of the cumulative NPV 1966-1999 total fixed and energy cost
of the proposed project.®

Thus, while the proposed project likely would provide economic efficiency savings
over 20 years, the Company’s analysis failed to show that continuous annual savings would
be attained prior to 2000 — the first year of regional need for reliability purposes. Further,
if the NPV amounts for avoided capacity costs are removed from the Company’s analysis for
the years 1996 through 1999, the remaining NPV amounts for displaced energy costs are
well below 100 percent of the NPV fixed and energy costs for such years. Therefore, the
Company has not demonstrated a need for the proposed project in years prior to 2000, based
on economic efficiency.

The Siting Board finds that Altresco has established that New England would realize
economic savings of a substantial magnitude from the operation of the proposed project over
the likely term of its PPAs, and that, under future demand levels consistent with the
reference forecast, economic efficiency savings would begin to accrue on a continuous basis
in 2000 or Iater.

Accordingly, the Siting Board finds that Altresco has established that, beginning in
2000 or later, New England will need 170 MW of the additional energy resource from the

proposed project for economic efficiency purposes.¥’

%A We note that the exclusion of 1996-1999 avoided capacity costs removes or
significantly reduces the 1996-2015 NPV savings shown in Table 3 under the 1992
CELTS reference forcast cases. However, we recognize that with a delay in the
project on-line date, the Company likely could show 20-year NPV savings more
closely reflecting those shown in Table 3.

¥ The Siting Board notes that this finding, in and of itself, would not be sufficient to
establish need for a project, such as the Altresco project, with an expected on-line date
of 1996. However, this finding supports our finding of regional need for the project
for reliability purposes.
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4, Massachusetts’ Need for Additional Energy Resources
a. Introduction

Altresco asserted that there is a need for new capacity in Massachusetts beginning in
1997 or earlier, and continuing beyond 1997 (Company Second Supplemental Brief at 29;
Exh. AL-42 at 1). The Company further asserted that the need for new capacity in
Massachusetts arises earlier than the need for new capacity in New England as a whole (id.
at 30). To support its assertions, the Company presented a series of forecasts of demand and
supply for Massachusetts, based in part on 1992 forecast documents and other data published
by NEPOOL and, as necessary, prorated to Massachusetts by the Company (Exhs. AL-42;
HO-MN-5; HO-MN-9; HO-MN-10; HO-MN-11; HO-MN-12). The Company combined its
demand and supply forecasts to provide a series of Massachusetts need forecasts, and also
subjected the need forecasts to a variety of contingency tests to evaluate the sensitivity of the
need forecasts to the uncertainty inherent in underlying demand and supply forecast
assumptions (Exhs. AL-42; HO-MN-14; HO-MN-15; HO-MN-16; HO-MN-17). In addition,
the Company presented analyses of transmission system reliability benefits and environmental
benefits associated with displacement of more polluting generation by operation of the
proposed project.

In the following sections, the Siting Board reviews the demand forecasts provided by
the Company, including the demand forecast methodologies and estimates of DSM savings
over the forecast period, and the supply forecasts provided by the Company, including the
capacity assumptions and required reserve margin assumptions. The Siting Board then
reviews the need forecasts which are based on a comparison of the various demand and
supply forecasts. Finally, the Siting Board reviews the other factors, i.e. transmission
system benefits and air quality benefits, analyzed by the Company in support of
Massachusetts need for the project.
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b. Demand Forecasts

)] Description
The Company presented 11 forecasts of Massachusetts adjusted peak load demand

(Exh. AL-42, attach. RLC-9). The Company stated that it based its Massachusetts demand

forecasts on five different demand forecast methodologies and three different forecasts of

reductions in peak demand resulting from utility-sponsored DSM programs (id. at 4). To
derive its 11 demand forecasts, the Company indicated that it adjusted results from three of
its forecast methodologies to reflect the three respective DSM forecasts (id.). The Company
utilized results from the remaining two forecast methodologies without separate reductions to
reflect DSM (id.).

(a) Demand Forecast Methodologies
The five demand forecast methodologies utilized by the Company included: (1) the

NEPOOL 1992-2007 energy and peak load forecast for Massachusetts, a companion forecast
to the reference forecast incorporated in the Company’s regional need analysis
("Massachusetts reference forecast"); (2) a Massachusetts expected value forecast, derived
from the NEPOOL 1993-1997 expected value load forecast presented in the 1992 Resource
Assessment ("Massachusetts expected value forecast"); (3) a variation of the Massachusetts
reference forecast, based on a CAGR projection between 1992, or first-year, peak load and
2007, or end-year, peak load as forecasted by NEPOOL in the Massachusetts reference
forecast ("Massachusetts end-year CAGR forecast"); (4) a historical time series linear
regression forecast, based on projection of the 1974-1991 linear regression trend over the
1992-2007 forecast period ("Massachusetts linear regression forecast"); and (5) a historical
time series CAGR regression forecast, based on a projection of the 1974-1991 CAGR
regression trend over the 1992-2007 forecast period ("Massachusetts CAGR regression
forecast") (id. at 4). The Company stated that its Massachusetts reference forecast was
obtained directly from a published NEPOOL source, and the remaining demand forecasts
were based on data derived largely from reports published by NEPOOL and NEPLAN
(Exhs. AL-42, at 5 and attach. RLC-4; Company Second Supplemental Brief at 14).
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Massachusetts CAGR regression forecast -- correspond to demand forecast methodologies
used in the regional need analysis (Exh. JH-RR-7).¥® The Company characterized the
Massachusetts reference forecast as a reasonable long term forecast, but cautioned that the
forecast was overly pessimistic in the short term (Exhs, HO-MN-2; HO-MN-3) %

The Company stated that it presented one of its remaining demand forecasts -- the
Massachusetts expected value forecast -- as an attractive base case forecast (Exh. HO-MN-2),
The Company noted that the expected value forecast is comparable to its base case forecast
in the regional analysis -- the median of the high and low forecasts in the 1992 CELT Report
(Tr. JH-1, at 17).

To derive the Massachusetts expected value forecast, the Company stated that it
prorated, on a year-to-year basis, the forecasted demand in the NEPOOL expected value
forecast by the ratio of the forecasted demand in the Massachusetts reference forecast to the
forecasted demand in the NEPOOL regional reference forecast (Exhs. AL-42, at 5; JH-RR-
1). The Company stated that, since the reference forecast and the Massachusetts reference
forecast are consistent in terms of methodology and assumptions, it is reasonable to use them

for purposes of prorating the expected value forecast (Exh, HO-MN-2).

8 The Company stated that the base case that it used in the regional analysis -- the
median of the high and low forecasts in the 1992 CELT Report -- was not used in the
Massachusetts need analysis, as NEPOOL did not develop a high and low demand
forecast for Massachusetts (see Section II.A.3.b.(1), above) (Exh. HO-MN-2).
Further, Altresco indicated that the 1992 Resource Assessment was not available at the
time the regional need analysis was conducted, thereby precluding the use of an
expected value forecast (id.). However, Mr. La Capra asserted that had NEPOOL
developed a high and low demand forecast for Massachusetts, he would have
submitted the average of the two (as in the regional analysis) as another Massachusetts
need case, as well as presenting the expected value derived from the Resource
Assessment for regional need if it were available (Tr. JH-1, at 16).

8 The Company indicated that its Massachusetts reference forecast reflects an average
annual growth rate in adjusted peak load of 2.21 to 2.55-percent over the 1992-2007
forecast period, depending on which of the Company’s three DSM forecasts is used
(Exh. AL-42, attach. RLC-9).
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The expected value is the weighted average of all possible outcomes of a probability
distribution (Exh. HO-JH-2, at 22; Tr. JH-1, at 47). The Company explained that the
expected value is the mean value of the probability distribution (Tr. JH-1, at 47-48). The
Company explained that the 1992 Resource Assessment provided the expected value of the
load forecast for the years 1993 through 1997 (Exhs. HO-JH-RR-1; HO-JH-2). Altresco
then extrapolated values for the years 1998 and beyond based on a linear regression of the
NEPOOL forecast data for the 1993 through 1997 period (Exh. JH-RR-1).

In support of its selection of the Massachusetts expected value forecast as a base case
forecast,” Altresco identified the following attributes of the underlying NEPOOL expected
value forecast: (1) it is the product of a sophisticated methodology; (2) it incorporates a
probabilistic approach which is preferable to a deterministic approach because it is inherently
better able to reflect the potential impacts of the significant uncertainties that affect the
timing and magnitude of the need for new energy resources; (3) NEPOOL appears to assign
a higher degree of credibility to the resource assessment than the CELT forecast; and (4) it is

a conservative basis for planning for new supplies (Exh. HO-MN-2).”

%0 The Company stated that, over the last three years of the forecast period, the
Massachusetts expected value forecast/low DSM is the highest forecast, and thus also
provides a reasonable high case forecast methodology for that time frame (Exh. HO-
MN-7). The Company indicated that the Massachusetts expected value forecast,
although only the third highest forecast during the early years of the forecast period,
incorporates higher peak load growth that allows it to surpass all forecasts by the end
of the forecast period (Exh. AL-42, attach. RLC-9). Specifically, the Massachusetts
expected value forecast surpasses the Massachusetts linear regression forecast
beginning in 1997 to 1999, depending on which of the Company’s three DSM
forecasts is assumed (id.). Therefore, Mr. La Capra concluded that the expected
value forecast with low DSM is overall the best selection for a high case estimate (Tr.
JH-1, at 68).

o The Company indicated that its Massachusetts expected value forecast reflects an
average annual growth rate in adjusted peak load of 2.50 to 2.83 percent over the
1992-2007 forecast period, depending on which of the Company’s three DSM
forecasts is used (Exh. AL-42 attach. RLC-9).
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In addition to presenting the Massachusetts reference forecast based directly on
NEPOOL'’s deterministic forecast for Massachusetts, the Company presented the
Massachusetts end-year CAGR forecast as a useful alternative to the Massachusetts reference
forecast (Exh. AL-42, at 5). The Company indicated that its end-year CAGR forecast
methodology assumes that Massachusetts adjusted peak load in 2007 will be the same as
forecasted by the Massachusetts reference forecast, but utilizes the average annual 1992-2007
compound growth rate underlying that 2007 peak load level to forecast demand for the
intervening years (Exhs. HO-MN-39, attach. 7-5; HO-MN-45).2 The Company stated that,
by assuming a constant growth rate consistent with the long term outcome of the
Massachusetts reference forecast, the end-year CAGR methodology dampens the short-term
pessimism of the Massachusetts reference forecast, and is likely to be more accurate than the
reference forecast over the short and medium terms (Exh. HO-MN-3).”* The Company

added that the use of a constant annual growth forecast for supply planning purposes would

2 The Company indicated that, to apply the end-year CAGR methodology to adjusted
peak load, it first derived Massachusetts adjusted peak load values for 1992 and 2007
by adjusting NEPOOL’s Massachusetts peak load forecast to reflect Altresco’s DSM
assumptions for those years, and then derived a CAGR trend forecast of Massachusetts
adjusted peak load for the intervening years (Exh. AL-42, attach. RLC-9). The
Company indicated that its Massachusetts end-year CAGR forecast reflects a constant
annual growth rate of 2.21 to 2.55 percent, depending on which of Altresco’s three
DSM forecasts is used (id.).

% As an example of the relatively flat, short-term trend, the Company indicated that its
Massachusetts reference forecast projects 1992-1995 increases in adjusted peak load of
1.42 to 1.99 percent, depending on which of Altresco’s three DSM forecasts is used
(Exh, AL-42, attach, RLC-9). In terms of annual MW increments, the Company’s
Massachusetts reference forecast shows average annual increases in adjusted peak load
of 128 MW to 181 MW between 1992 and 1993, depending on which DSM forecast is
used, and 148 MW to 200 MW between 1992 and 1997 -- the on-line date of the
proposed project (id.). However, indicative of the higher rate of increase in the
longer term, the Company’s Massachusetts reference forecast shows average annual
incremental increases in adjusted peak load of from 271 MW to 308 MW between
1997 and 2007 (id.).
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decrease the possibility that prolonged periods of oversupply or undersupply of generating
capacity would occur (id.).

The Company stated that it developed its Massachusetts linear regression forecast and
the Massachusetts CAGR regression forecast based on performing time series regression
analyses of 1974-1991 weather-normalized Massachusetts summer peak load data derived
from NEPOOL data (Exh. AL-42, at 6, attach. RLC-5, RLC-6).** The Company stated
that historic trends in DSM are reflected in the weather-normalized data that underlies the
regression equations, and claimed that a moderate to high amount of DSM thus was
incorporated in the regression forecasts (Exh. HO-MN-4). The Company indicated that the
projected growth in Massachusetts peak load would be 179 MW per year under the linear
regression forecast®™ and 2.39 percent per year under the CAGR regression forecast (Exh.
Al-42, attach. RLC-5, RLC-9). The Company stated that both regression formats show
good statistical results for the 1974-1991 historical data (id.; Exh. AL-42, at 6).

The Company asserted that the Massachusetts linear regression forecast represents a
reasonable low case, claiming that the Siting Council’s decision in West Lynn supports the
view that a linear regression forecast constitutes an "approximate minimum" for a long-term

forecast (Exh. HO-MN-8; Company Second Supplemental Brief at 6-7).°° The Company

o The Company stated that weather-normalized data was not available by state, and that
it approximated such data by multiplying NEPOOL’s 1974-1991 weather-normalized
summer peak load data by the year-to-year ratio of actual Massachusetts summer peak
load to actual NEPOOL summer peak load (Exh. HO-MN-5),

% Over the 1992-2007 forecast period, the linear trend corresponds to a CAGR of 1.71
percent (Exh. AL-42, attach. RLC-9).

% Based on the Company’s projections of adjusted peak load, the Massachusetts linear
regression forecast actually is second highest at the beginning of the forecast period,
surpassed only by the Massachusetts CAGR regression forecast (Exh. AL-42, attach.
RLC-9). However, depending on which of the Company’s three DSM forecasts is
assumed, the Massachusetts linear regression forecast is surpassed by the
Massachusetts expected value forecast beginning between 1997 and 1999, by the
Massachusetts end-year CAGR forecast beginning between 1999 and 2003, and by the
Massachusetts reference forecast beginning between 2002 and 2005 (id.). In

(continued...)
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also asserted that the Massachusetts CAGR regression forecast, the highest forecast over all
but the last three years of the forecast period, represents a reasonable high case over that
1992-2004 period (Exh. HO-MN-7).

(b) DSM. Forecasts ‘

The Company stated that it utilized NEPOOL’s DSM forecast for Massachusetts,
which corresponds to NEPOOL’s DSM forecast for New England contained in the 1992
CELT Reportt, to develop a range of DSM forecasts for the Massachusetts need analysis
(Exh. AL-42, at 6-7). Repeating arguments from its regional need analysis (see Section
II.A.3.c., above), the Company stated that NEPOOL historically has overforecast DSM, and
that, therefore, the Company considers NEPOOL’s Massachusetts DSM forecast to be a high
case DSM forecast for purposes of the Massachusetts need analysis (id.). Consistent with the
regional need analysis, the Company stated that a DSM forecast for Massachusetts which
assumes 75 percent of the planned increase in DSM above 1991 levels, as forecast by
NEPOOL, would represent a reasonable base case DSM forecast (id.). Mr. La Capra stated
that the selection of a 25 percent decrease in DSM is intended to be a reasonable average,
since DSM has fallen both at a higher and lower level, but more often at a higher level (Tr.
JH-2, at 14). Similarly, the Company stated that it developed a Massachusetts DSM forecast
which assumes 50 percent of NEPOOL’s planned increase in DSM for Massachusetts above
1991 levels as a low case DSM forecast (Exh. AL-42, at 6-7).

2) Positions of Intervenors and Company’s Response

The Beach Association argued that all of the demand cases, with the exception of the

reference forecast, have multiple methodological deficiencies (Beach Association

%(...continued)
defending its selection of the linear regression forecast as a reasonable low case, the
Company stated that forecasts based on the Massachusetts reference forecast rely on
overly pessimistic economic assumptions in the short term (Exh. HO-MN-8).
However, the Company stated that the reference forecast with base DSM is a
reasonable low demand forecast subject to the prior caveats (id.).
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Supplemental Reply Brief at 30). The Beach Association stated that the following flaws are
associated with the expected value forecast: (1) the expected value forecast does not have an
equal probability of being too high or too low, as stated by Mr. La Capra (citing, Tr. JH-1,
at 47); (2) the confidence level is over 50 percent,”” and may be as high as 64 percent in
the years 1998 and 1999;* (3) the expected value forecast should not be extended past the
year 1997, as cautioned in the 1992 Resource Assessment®; and (4) the expected value
forecast is based on unsupported ratios of Massachusetts demand versus New England
demand'® (id. at 10, 13, 19, 41).

The Beach Association argued that proponents in previous Siting Council cases have
not utilized base case forecasts based on an expected value forecast (Beach Association
Supplemental Reply Brief at 6). The Beach Association further stated that an expected value
forecast is a probabilistic forecast rather than a deterministic forecast, and assigns a greater

weighted value to a forecast outcome if it shows a larger margin of deficiency relative to the

51 The Beach Association asserted that the confidence levels for the years 1995, 1996,
and 1997 would be 52 percent, 53 percent and 57 percent respectively (Beach
Association Supplemental Brief at 14).

o8 The Beach Association asserted that in EEC the Siting Board stated:
"In future cases, if project proponents argue for the adoption of specific
reliability levels, they will be expected to provide (1) analyses of the
implications of the proposed reliability levels on the regional power system,
and (2) a discussion of how the proposed reliability levels relate to the
contingency tests performed”
(Beach Association Supplemental Reply Brief at 17, citing, EEC, 22 DOMSC at 240).

» The Beach Association cited the Executive Report of the Resource Assessment (see

Exh. HO-JH-1, at 17) as stating "The uncertainty surrounding future load levels and
resource availability make it difficult to perform a meaningful probabilistic analysis
over the long term" (Beach Association Supplemental Brief at 19).

10 The Beach Association asserted that deriving the base demand forecast -- the

Massachusetts expected value forecast -- from the New England expected value
forecast destroyed the sophistication of the NEPOOL expected value forecast for New
England (Beach Association Supplemental Brief at 17).
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50 percent confidence level (id. at 18). The Beach Association argued that the expected
value forecast is not conservative, as purported by the Company (id. at 22). Finally, the
Beach Association argued that the Company’s base demand forecast, combining the
Massachusetts expected value forecast with the base DSM forecast, has essentially the same
results as the high demand forecast, combining the Massachusetts expected value forecast
with the low DSM forecast, for the 1996-1999 period -- the years in which need must be
established for the proposed project (Beach Association Supplemental Brief at 17, 18).

The Beach Association also argued that the Massachusetts end-year CAGR forecast
allows for a higher chance of oversupply, has no use in planning purposes, and is calculated
to be higher in the years that the proponent wants it to be higher (Beach Association
Supplemental Reply Brief at 24, 25).

In regard to the Massachusetts linear regression and the Massachusetts CAGR
regression forecasts, the Beach Association argued that the growth increments have been set
at artificially high levels, as the slope of the regression is too high to be used as a valid
methodology (id. at 17). Further, the Beach Association pointed out that the regression line
did not run through last years value (id. at 26). While admitting that forecast methodologies
are not required to be sophisticated, the Beach Association argued that lack of sophistication
does not excuse an erroneous methodology (id.). In addition, the Beach Association argued
that the Massachusetts CAGR regression forecast is unreliable in a recessionary period, as
the previous growth rate will not be achieved (id. at 27, 28).

Finally, based on the above methodological flaws, the Beach Association argued that
the Massachusetts reference forecast appears to be reasonable and represents a better base
case than the Massachusetts expected value forecast, or any of the other forecasts (id. at 23).
The Beach Association argued that even a 50 percent confidence level could lead to
unnecessary capacity additions and that the Siting Board should summarily reject any
proposed capacity additions based on higher confidence levels (Beach Association
Supplemental Brief at 30).

With respect to DSM, the Beach Association argued that a better base DSM case
would be 90% of planned growth versus the 75 percent utilized by the Company (id. at 39).
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The Company responded that the Siting Board has not adopted a standard that
planning should be done to only the 50 percent confidence level (Company Supplemental
Reply Brief at 3). Further, the Company stated that even if the Siting Board determined that
a 50 percent confidence level is appropriate, NEPQOL'’s reference fotecast reflecting a 50
percent confidence level is dependent on the reasonableness of the underlying methodology
and assumptions, which the Company has maintained are biased downward (id. at 4).
Further, Altresco responded that the Massachusetts expected value forecast is the best value
to use given the probabilistic nature of the supply planning process (id.). Finally, the
Company responded that the Massachusetts linear regression forecast was prepared consistent

with Siting Council precedent (id.).

3) Analysis
As described above, the Company utilized five demand forecast methodologies for its

Massachusetts need analysis, of which three -- the Massachusetts reference forecast, the
Massachusetts linear regression forecast, and the Massachusetts CAGR regression forecast --
correspond to methodologies used in the regional need analysis. The Company and the
Beach Association generally adopted positions regarding the Massachusetts reference
forecast, the Massachusetts linear regression forecast, and the Massachusetts CAGR
regression forecast matching those adopted with respect to the corresponding forecasts in the
regional need analysis. The Siting Board reviewed those positions in Section I1.A.3.b.(3),
above. The Siting Board notes that the Company’s base case, the Massachusetts expected
value forecast was not presented in the regional analysis (see n.88).

Consistent with its findings regarding the Company’s regional need analysis
concerning the 1992 reference forecast, the Siting Board finds that the Massachusetts
reference forecast is an appropriate base case forecast for use in an analysis of Massachusetts
demand for the years 1996 to 2007.

With regard to the Massachusetts linear regression forecast and the Massachuseits
CAGR regression forecast, the Company maintains that both time series regression formats

provided good statistical results and are consistent with Siting Council precedent, while the
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Beach Association criticized the time series forecasts as an unsophisticated, erroneous
approach. Further, the Beach Association argued that the CAGR regression is not a reliable
methodology to be utilized in a recessionary period.

Consistent with the regional need analysis, the Siting Board agrees with the Beach
Association’s position that time series regression provides no means to capture possible shifts
in peak load trends stemming from changes in underlying economic determinants, and thus is
an unsophisticated forecast methodology. However, we disagree with the Beach
Association’s argument that outright rejection of Altresco’s time series regression forecasts is
warranted. Rather, any evidence of theoretical factors detracting from the applicability of a
time series regression or other trending forecast affects the weight the Siting Board places on
such forecasts in its determination of need.'”

Therefore, consistent with its findings regarding the Company’s regional need
analysis, the Siting Board finds that the Massachusetts linear regression forecast and the
Massachusetts CAGR regression forecast provide acceptable forecasts for use in an analysis
of Massachusetts demand, while recognizing that the forecast methodologies are not
sophisticated and that possible adjustments may be needed to reflect DSM trends over the
forecast period.

The other two Massachusetts demand forecast methodologies -- the Massachusetts
expected value forecast and the Massachusetts end-year CAGR forecast -- do not represent
counterparts to forecast methodologies included in the Company’s regional need analysis.
Thus, we address below the positions of the parties regarding these Massachusetts demand
forecast methodologies.

With respect to the Massachusetts expected value forecast, Altresco considered this
forecast to be a base case forecast while the Beach Association expressed numerous

methodological concerns with the forecast.

101 With respect to the Company’s position that Siting Board precedent supports a
conclusion that the Company’s linear regression forecast is an "approximate
minimum" forecast, the Siting Board considered and rejected a similar argument in

EEC (Remand) at 239-240, 251.
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In its last facility review the Siting Board reviewed an expected value forecast
methodology. EEC (Remand) at 210. The Siting Board notes that the expected value
methodology is akin to a forecast methodology previously reviewed by the Siting Council
based on planning to a confidence level greater than 50 percent. Id. at 212; Boston Edison
Company Decision (Phase 1), 24 DOMSC 125, 279-286 (1992). In both decisions, the Siting
Board found that planning to a confidence level greater than 50 percent may be appropriate
for reliability purposes, but indicated that, in order to approve such planning, a proponent
would be required to provide a cost/benefit analysis to support planning to a higher
reliability. Id. In addition, the Siting Board noted that a proponent should consider the
likelihood that all utilities within NEPOOL would agree to acquire resources based on a
confidence level greater than 50 percent. 1d.

Here, Altresco has not addressed either issue in proposing the Massachusetts expected
value forecast as a base case forecast. In order to accept the Massachusetts expected value
forecast as a base case forecast, further support would be required including a cost/benefit
analysis. EEC (Remand) at 212,

Further, in regard to the Massachusetts expected value forecast, the Beach Association
did raise a methodological concern regarding the Company’s use of the regional and
Massachusetts reference forecasts to develop a ratio for prorating results of the regional
expected value forecast to derive the Massachusetts expected value forecast. We recognize
that the ratio of Massachusetts peak load to regional peak load may vary between a
deterministic forecast which represents one confidence level, and a probabilistic forecast,
which reflects a range of confidence levels. However, the record contains no evidence that
the Company’s prorating approach resulted in a particular bias, upward or downward, in the
Massachusetts expected value forecast.

Accordingly, the Siting Board finds that the Massachusetts expected value forecast is
an acceptable forecast for use in an analysis of Massachusetts demand, but should not
constitute a base case forecast.

With respect to the Massachusetts end-year CAGR forecast, the Company claimed that

the long-term CAGR trend dampens the short-term pessimism of the Massachusetts reference
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forecast, while the Beach Association noted that the Company’s long-term CAGR trend is
high.

The Siting Board notes that the Company’s Massachusetts end-year CAGR forecast
shows higher peak load than the Massachusetts reference forecast for the entire 15-year span
of the forecast period, excepting the end-year itself. Altresco might have provided a more
balanced basis to develop the long-term trend of its forecast if it had used a range of later
years in the forecast, rather than just the end-year.

Another technical consideration regarding the Massachusetts end-year CAGR forecast
is the Company’s choice of a CAGR format, in particular, to develop the long term trend.
Recognizing that forecasters often use an end-year CAGR value as a means to characterize or
label forecasts in general, the Company’s choice of the CAGR format has intuitive appeal.
However, the Company could have chosen a different forecast format, the most obvious
alternative being a linear format. Here, because the Company used its selected trend format
to interpolate annual load growth between two given load levels, the Company’s choice of a
CAGR format rather than a linear format was conservative with respect to the forecast of
peak load for intermediate years of the forecast period, i.e., it tended to understate peak load
relative to results that otherwise would have been obtained.

Thus, although the Company may have developed an unrepresentatively high long
term trend by basing its Massachusetts end-year CAGR forecast solely on NEPOOL’s
Massachusetts load forecast for the end-year 2007, the Company was conservative in its
choice of a CAGR trend rather than a linear trend for purposes of its Massachusetts need
analysis. Therefore, on balance, the record does not support a conclusion that the
Company’s end-year CAGR methodology produced a trend-based forecast that is biased
upward, as argued by the Beach Association.

Accordingly, based on the foregoing, the Siting Board finds that the Massachusetts
end-year CAGR forecast provides an acceptable forecast for use in an analysis of
Massachusetts demand.

With respect to DSM, the Company developed base, high and low DSM forecasts for

Massachusetts, which in the case of the base and high case were consistent with the DSM
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forecasts in its regional need analysis, specifically by using the 1992 CELT forecast of DSM
additions for Massachusetts as its high DSM forecast, and then discounting those additions by
25 percent and 50 percent in order to develop its base DSM forecast and low DSM forecast,
respectively. In its review of the Company’s regional need analysis, however, the Siting
Board adjusted the Company’s DSM forecasts, incorporating a smaller discount factor of 8.4
percent to derive the base DSM forecast.

In addition, the Siting Board has concerns with the Company’s selection of its low
DSM case. Despite the Company’s testimony that engineering estimates, the basis of
NEPQOOL’s current DSM projection, generally overpredict actual DSM savings by 30 to 50
percent (see Section II,A.3.c.), the Company’s discount of DSM growth above 1991 levels
by 50 percent appears to be somewhat arbitrary. Further, the Company provided no
justification for assuming a lower low DSM case than the 1992 CELT low DSM case.

The Siting Board also has concerns with the Company’s selection of the high DSM
case. The Company provided no justification for assuming a lower high DSM case than the
1992 CELT high DSM case. NEPOOL’s high and low DSM cases are not disaggregated by
state. Thus, to adjust the Company’s high and low DSM forecasts it is necessary to prorate
NEPOOL’s high and low DSM cases to Massachusetts based on the ratio of the adjusted base
DSM forecasts in the Massachusetts and regional analyses.'® Accordingly, for purposes of

this review, the Siting Board finds that the Company’s low DSM forecast should be adjusted

2 With respect to the demand forecasts incorporating the end-year CAGR methodology,
the Siting Board adjustments to DSM require recalculation of the CAGR trend based
on new values for DSM and resultant peak load in 2007 (see Section 11.4.b.(1).(b),
above). The new peak load values for 2007 with the adjusted DSM values are 12,402
MW under the base DSM forecast, 12,187 MW under the high DSM forecast and
12,731 MW under the low DSM forecast. The new CAGRs are 2.246 percent under
the base DSM forecast, 2.126 percent under the high DSM forecast and 2.425 percent
under the low DSM forecast.
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to represent the 1992 CELT low DSM case, and the Company’s high DSM forecast should
be adjusted to represent the 1992 CELT high DSM case.'®

Accordingly, the Siting Board finds that: (1) an adjustment of the Massachusetts base
DSM forecast by 8.4 percent of the increment over 1992 levels is reasonable for purposes of
this review; (2) the Company’s Massachusetts high DSM forecast should be adjusted to
represent Massachusetts’ prorated share of the 1992 CELT high DSM case; and (3) the
Company’s Massachusetts low DSM forecast should be adjusted to represent Massachusetts’
prorated share of the 1992 CELT low DSM case.

c. Supply Forecasts
(1) Description
The Company stated that it developed base, high and low supply forecasts for

Massachusetts (Exh. AL-42, at 8). The Company stated that it developed its base
Massachusetts supply forecast based on the 1992 CELT forecast of committed capacity that is
owned or contracted by Massachusetts utilities, regardless of location, but excluded

committed capacity in planned NUG projects not yet under construction (id. at 9)./%1%

18 The Siting Board notes that the 1992 CELT high and low cases are derived from the
1992 Resource Assessment, which was not published at the time the Company’s
regional need analysis was conducted.

10 The Company stated that it obtained Massachusetts committed capacity information
directly from the 1992 CELT Report, except that it made adjustments based on other
sources in order to: (1) reflect updated plant retirements and additions; (2) identify
Massachusetts’ 598 MW share of the Hydro-Quebec contract; and (3) identify
Massachusetts’ share of the PASNY allocations, amounting to 63 MW from 1995 to
1997 and 71 MW from 1998 to 2007 (Exhs. AL-42, at 8, 9, attachs. RLC-11, RLC-
12, RLC-13; HO-JH-RR-2).

15 The Company stated that, if Massachusetts supply were based on nameplate capacity
of power plants located in Massachusetts, the base case would reflect approximately
1,200 MW less capacity, resulting in earlier or larger Massachusetts need (Exh, AL-
42, at B8).
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With respect to interstate utilities supplying Massachusetts, the Company stated that
the committed capacity of each such utility system was prorated to its Massachusetts service
area based on the ratio of Massachusetts to systemwide summer peak load in 1991 (id. at
9).!%® Consistent with its regional need analysis, the Company indicated that it assumed a
22 percent reserve margin applicable to overall supply resources of Massachusetts utilities
(id. at 13).

To develop the Massachusetts high supply case, the Company stated that it included 50
percent of the total capacity of uncommitted projects included by Massachusetts utilities in
the 1992 CELT report,’” as well as 50 percent of Massachusetts’ share of a possible
extension of the Hydro-Quebec contract beyond 2000 (id. at 10). The Company noted that it
made no adjustment for the possibility that portions of two projects in the high supply case --
BECo’s 306 MW Edgar project and the 150 MW Taunton Energy Center project -- could be
sold to non-Massachusetts utilities (id. at 11).

To develop the low supply case, the Company assumed the unavailability of the
Pilgrim Unit 1 nuclear facility beginning in 1995, and stated such a case was more than an
academic possibility based on the Pilgrim facility’s history of operating problems (id. at 10;
Exh. JH-RR-2).

16 The Company stated that the 1991 ratios for the three interstate utility systems -- New
England Electric System ("NEES"), Eastern Utilities Associates ("EUA") and
Northeast Utilities ("NU") -- are almost identical to the average projected ratios for
these systems (Exh. HO-MN-10). The Company presented utility forecast information
indicating that, between 1991 and 2001, the ratio of Massachusetts to systemwide
summer peak load will decrease by 0.023 and 0.004 for NEES and NU, respectively,
but will increase by 0.008 for EUA (id.; HO-MN-10(d}).

W7 The Siting Board notes that the high supply analysis for the regional case and the

Massachusetts case differs in one respect. The Massachusetts analysis assumes 50
percent of all of the uncommitted projects included in the 1992 CELT Report, class
"L" and class "P", while the regional analysis assumes only 25 percent of the class
"P" projects -- planned additions without regulatory approval (Exh. HO-MN-11),
See Section II1.A.3.d.(1), above.
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In addition to presenting base, high and low Massachusetts supply forecasts, the
Company presented a Massachusetts contingency analysis, consisting of nine contingencies
(id. at 6-7).'® Mr. La Capra stated that of the nine contingencies, there is an equal
distribution between base, low and high case assumptions (Tr, JH-1, at 145).'%® The
Company presented nine Massachusetts contingency supply forecasts, based on adjusting the
Massachusetts base supply forecast to reflect each of the nine Massachusetts contingencies
(id. at 11, 12).

2 Positions of the Intervenors and Company’s Response
The Beach Association argued that the Company developed Massachusetts supply

forecasts that do not allow for any planned utility additions, and that this assumption is
unrealistic and presents a low supply (Beach Association Supplemental Brief at 37). Further,
the Beach Association argues that the assumption that Pilgrim will be out of service is too
pessimistic, rendering the low supply case unreliable (Beach Association Supplemental Reply

Brief at 31). Therefore, the Beach Association argues that the forecast presented by the

18 Altresco stated that the nine contingencies, based on the 1992 CELT Report except
where noted, were as follows: (1) addition of 58 percent of planned but uncommitted
NUG’s (class "C"); (2) life extension of 25 percent of units currently scheduled for
retirement; (3) increase in the required reserve margin by 2 percentage points; (4)
decrease in the reserve margin by 2 percentage points; (5) retirement of 25 percent of
units operating beyond NEPOOL guidelines for retirement, as shown in the 1989
CELT Report; (6) attrition of existing utility units as specified in the expected value
case in the 1992 Resource Assessment; (7) attrition of existing NUGs as specified in
the expected value case in the 1992 Resource Assessment; (8) the retirement of 33
percent of existing coal units operating beyond retirement guidelines and the
assumption that 15 percent of utility coal plants are out of commission for retrofit at
any one time; and (9) use of the expected value for Hydro Quebec Phase II rather than
the nominal value (Exh. AL-42, at 12 and 13).

19 The Company presented, at the request of the Siting Board, two weighted need
analyses, each weighing the supply case and contingencies to reflect other distributions
rather than the equal probabilities as presented by the Company (Exh. HO-RR-89).
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Company as the high supply case should be viewed as the base supply (Beach Association
Supplemental Brief at 37).

The Company responded that the use of planned utility supply options as a base case
is faulty as at least two of these units, the Edgar project and an MMWEC project are
unlikely to be built (Company Supplemental Reply Brief at 5).

With respect to the Company’s supply contingency analysis, the Beach Association
argued that the Company applied its nine contingencies only to the Company base forecast,
which as noted above includes no allowance for planned utility additions (Beach Association
Supplemental Brief at 37). Further, the Beach Association argued that it is unrealistic to
limit the analysis to a single contingency approach, and that it would have been appropriate
to assess the probabilities of respective contingencies (id.). The Beach Association concurs
that a weighted analysis of the contingencies should be considered, but cautions that

justifications for the weights is a necessary component of any analysis (id. at 38).

(3) Analysis
As described above, the Company developed base, high and low supply forecasts that

are somewhat consistent with those used in the regional need analysis. The Company and
other parties generally adopted positions regarding the Massachusetts supply forecasts
consistent with those adopted with respect to the corresponding forecasts in the regional need
analysis. The Siting Board reviewed those positions in Section II.A.3., above.

Consistent with its findings regarding assumed reserve margins in the regional need
analysis, the Siting Board finds that the Company’s reserve margin for the years 1998
through 2000 should be adjusted as follows: (1) 21.5 percent for 1998; (2) 21 percent for
1999; and (3) 20.5 percent for 2000.

Further, in its review of the regional need analysis, the Siting Board adjusted the
Company’s high supply forecast to include 66 MW of uncommitted capacity of NUG projects
in the region that are existing or under construction. For purposes of the Massachusetts need
analysis, it is reasonable to prorate the 66 MW adjustment based on the ratio of the

Massachusetts reference forecast to the regional reference forecast. Under that approach,
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Massachusetts’ prorated share of the 66 MW adjustment is 30 MW in each of the years 1996
through 2000. Accordingly, the Siting Board finds that the Massachusetts high supply
forecast should be adjusted to include 30 MW of the uncommitted capacity of NUG projects
that are existing or under construction.

The Beach Association suggests that the Company’s low supply forecast,
hypothesizing the loss of the Pilgrim unit, is a remote possibility. We note, as in our review
of the regional need analysis, that the Company might have discounted its hypothesized loss
of that nuclear unit to better reflect the limited probability of such loss. Nonetheless, loss of
Pilgrim for an unusually long period was once experienced, and Massachusetts utilities own
significant shares of other nuclear units which also potentially could be off line for long
periods. Thus, the record does not support a rejection or adjustment of the Massachusetts
low supply forecast.

Based on the foregoing, and consistent with its findings in the regional need analysis,
the Siting Board finds that: (1) the Massachusetts base supply case represents a reasonable
base supply forecast for the purposes of this review; (2) the Massachusetts low supply case
represents a reasonable low supply forecast for the purposes of this review; and (3) the
Massachusetts high supply case, as adjusted by 30 MW of the uncommitted capacity of NUG
projects that are existing or under construction, represents a reasonable high supply forecast
for the purposes of this review.

With respect to the Company’s analysis of supply contingencies, the Siting Board
notes that a presentation of supply forecasts based on a selection of such contingencies
provides a means to assess the plausible range of variability in future supply. However, in
EEC (Remand), the Siting Board stated its concern with compilations of contingency case
capacity position results, stating that such compilations represent a weight-of-the-scenario

approach without any explicit analysis of the relative probabilities of the scenarios.!'®

10 At the request of the Siting Board staff, Altresco supplemented its contingency
analysis to also provide a weighted analysis of its supply forecast and contingency case
outcomes. The weighted analysis provides a more reliable basis for the Siting Board’s

(continued...)
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Nevertheless, the Siting Board finds that the Company’s Massachusetts supply
contingency analysis provides an acceptable basis for assessing the potential range of

Massachusetts utility capacity positions that might arise over the forecast period.

d. Need Forecasts

(1) Description
The Company presented 33 need forecast scenarios based on a comparison of its 11

demand forecasts, derived from the five methodologies and the three DSM forecasts, with its
three supply forecasts, base, high and low (Exhs. AL-42, attach. RLC-17; HO-JH-RR-2(c);
HO-JH-RR-8). Altresco also presented 99 additional need cases based on (1) adjusting the
base supply forecast to reflect each of the Company’s nine contingencies which would
increase or decrease supply, and (2) comparing those nine adjusted supply forecasts with the
11 demand forecasts ("need contingency cases") (id.). Comparing all the Company’s
demand and supply forecasts, the cumulative number and percentage of need forecasts that
demonstrate a need for at least 170 MW of capacity would be: (1) 29 need forecasts, 88
percent, in 1996; (2) 31 need forecasts, 94 percent, in 1997; and (3) 33 need forecasts, 100
percent, in 1998 and beyond (id.). The Company indicated that a comparison of its base
demand forecast -- the Massachusetts expected value forecast with Altresco’s base DSM
assumptions -- with its base supply forecast -- the 1992 CELT capacity forecast with updated
information -- showed a need for over 170 MW in the early years of the proposed project,
specifically: (1) 562 MW in 1996; (2) 903 MW in 1997; (3) 1,248 MW in 1998; (4) 1,605
MW in 1999; and (5) 2004 MW in 2000 (Exh. JH-RR-2 (c),(d),(e}). See Table 5.

1o continued)
consideration of likely supply forecast variability. However, the Siting Board notes
that providing estimated probabilities for an earlier selection of supply forecasts and
contingency cases does not necessarily constitute a full and balanced representation, in
probabilistic terms, of the actual range of possible outcomes. Although the
Company’s weighted analysis is a partial reflection of probabilistic techniques, it
cannot substitute for a systematically designed probabilistic analysis such as that
developed by NEPOOL in the 1992 Resource Assessment.
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Considering the Company’s need contingency cases together with its need forecasts,
Altresco presented a total of 132 Massachusetts need cases (Exh. AL-42 at 15). The
Company provided a summary of the results of its overall Massachusetts need analysis which
indicated that the cumulative number and percentage of need cases that demonstrate a need
for at least 170 MW of capacity would be: (1) 115 cases, 88 percent, in 1996; (2) 127 cases,
96 percent, in 1997; (3) 132 cases, 100 percent, in 1998 and beyond (Exh. HO-JH-RR-2(c)-
).

The Company indicated that 12 of its Massachusetts need cases correspond to need
cases in the Company’s regional need analysis, based on a comparison of the reference
forecast, linear regression forecast, and CAGR regression forecast, whereby the reference
forecast was combined with two DSM forecasts, and all were combined with the three supply
forecasts (Exh. HO-JH-RR-7). The Company provided a summary of results which indicated
that the cumulative number and percentage of such need scenarios that demonstrate
Massachusetts need for at least 170 MW of capacity would be: (1) 9 cases, 75 percent, in
1996; (2) 10 cases, 83 percent, in 1997; and (3) 12 cases, 100 percent, in 1998 and beyond
(id.). Comparing said results to the corresponding results for the regional need analysis --
(1) 6 cases, 50 percent, in 1996; (2) 6 cases, 50 percent, in 1997; and (3) 8 cases, 67
percent in 1998 -- the Company concluded that its analysis demonstrates that need will arise
earlier in Massachusetts than in New England as a whole (Exh. HO-JH-RR-7).

The Company also presented two sets of additional calculations of Massachusetts need
in response fo requests of the Siting Board, including (1) alternative need calculations for
most of the Company’s need cases, based on assuming a 21 percent reserve requirement
instead of a 22.5 percent reserve requirement in the years 1998, 1999, 2000 and 2001,
and (2) with respect to the three need forecasts that reflect high DSM and base supply,

11 The Company provided recalculations for 110 need cases, including all 33 need
forecasts and 77 of the need contingency cases (Exh. HO-JH-RR-8). The remaining
22 need contingency cases involve contingencies that already reflect higher or lower
reserve margins, and thus were not included in the requested recalculations (id.).
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alternative need calculations based on assuming the DSM levels in NEPOOL’s high DSM
forecast as an alternative to the high DSM levels in the Company’s analysis

(Exhs. HO-JH-RR-5; HO-JH-RR-8). Altresco stated that necither the change in assumed
reserve margin nor the change in assumed high DSM levels significantly affects the timing of
the first year of continuous need in the Massachusetts need analysis (id.). The Company
further indicated that, assuming its base supply forecast in conjunction with the alternative
high DSM levels, the first year of continuous need for at least 170 MW would remain 1997
under all three forecasts (Exh. HO-JH-RR-5).

With respect to the Company’s compilation of capacity positions for the identified
scenarios, the Beach Association argues that the 132 forecasts serve to compound errors in
both the supply and demand methodology, and that the 132 forecasts could be collapsed into
approximately nine reasonable forecasts based on the NEPOOL reference forecast (id.).
Further, the Beach Association asserts that the 132 scenarios are meaningless, and should not
carry any weight in proving Massachusetts need, as most are flawed and are derived from
artificially separated contingencies (id. at 41; Beach Association Supplemental Reply Brief at
31).

(2) Analysis
As noted above, in considering the Company’s demand and supply forecasts, the

Siting Board has adjusted: (1) the Company’s Massachusetts base DSM forecast to reflect
discounting of the 1992 CELT DSM levels by 8.4 percent of the increment over 1991 levels;
(2) the Company’s Massachusetts high DSM forecast to reflect the NEPOOL high DSM case;
(3) the Company’s Massachusetts low DSM forecast to reflect the NEPOOL low DSM case;
(4) the Company’s Massachusetts high supply forecast to include the 30 MW of uncommitted
capacity of NUG projects that are existing or under construction; and (5) the Company’s
assumed reserve margin of 22 percent to reflect lower levels after 1997, specifically 21.5
percent for 1998, 21 percent for 1999, and 20 percent for 2000.

With respect to the Company’s demand forecasts, the Siting Board has accepted the

Massachusetts reference forecast as a base case in the long term, and has accepted the
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Massachusetts expected value forecast, the Massachusetts end-year CAGR forecast, the
Massachusetts linear regression forecast and the Massachusetts CAGR regression forecast as
possible forecasts. While accepting the alternative forecasts to the Massachusetts reference
forecast as possible forecasts, the Siting Board identified concerns with the alternative
approaches. The identified concerns affect the weight the Siting Board places on these
forecasts. As a result, for purposes of this review, the Siting Board places more weight on
the reference forecast. Accordingly, the Siting Board addresses need based on two
compilations of the Company’s need forecasts as adjusted: (1) a compilation including only
those need forecasts incorporating the reference forecast, and (2) an overall compilation
including all need forecasts reflecting all three demand forecast methodologies.

Separating out the forecast methodologies as described above, the number of need
forecasts that demonstrate a need for at least 170 MW in each year, from 1996 through
2000, is as follows: |

Forecast 1996 1997 1998 1999 2000

Massachusetts reference forecast 5 7 8 9 0

(9 cases) (56%) (78%) (89%) (100%) (100%)

Alternative Massachusetts 24 24 24 24 24

demand forecasts (24 cases) (100%) 1 (100%) | (100%) | (100%) | (100%)

Total (33 cases) 29 31 32 33 33
(88%) 94 %) 97%) (100%) (100%)

The capacity positions under the Massachusetts need forecasts, as adjusted, are shown

in Table 6. Considered with the Massachusetts base DSM forecast, and the Massachusetts

base supply forecast: (1) the Massachusetts reference forecast shows a need for 288 MW in
1997, and 553 MW by 1998; (2) the Massachusetts end-year CAGR forecast shows a need
for 612 MW by 1997; (3) the Massachusetts expected value forecast shows a need for 785
MW by 1997; (4) the Massachusetts linear regression forecast shows a need for 921 MW by
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1997; and (5) the Massachusetts CAGR regression forecast shows a need for 1,451 MW by
1997.112

In sum, 31 of the 33 Massachusetts need forecasts, including the 24 need forecasts
that incorporate alternative Massachusetts demand forecast methodologies, show a need for at
least 170 MW in 1997, 32 show a need for at least 170 MW in 1998, and 33 show a neéd
for 300 MW in 1999 and 2000. In addition, seven of the nine need forecasts that incorporate
the Massachusetts reference forecast show a need for at least 170 MW in 1997, eight such
forecasts show a need for at least 170 MW in 1998, and all show a need for at least 170 MW
in 1999 and 2000.

Accordingly, based on the foregoing, the Siting Board finds a need for 170 MW or
more of additional energy resources in Massachusetts for reliability purposes beginning in
1997. The Siting Board further finds that the Company’s need analysis, including its need
forecasts and contingency forecasts, as adjusted, for Massachusetts and New England,
demonstrate that Massachusetts’ need for 170 MW of additional capacity clearly will occur

earlier than New England’s need for the same.

e. Other Factors
In addition to its analyses of need for capacity, Altresco argued that the proposed
project would provide significant transmission benefits to the Massachusetts energy supply as
a direct result of its location in the eastern section of the Rhode Island-Eastern
Massachusetts-Vermont Energy Control Area ("REMVEC") (Company Initial Brief at 63).
Altresco further argued that its proposed project would produce significant environmental
benefits to the energy supply as a result of reduced air emissions due to displacement of

more polluting generation. Consistent with our standard of review, the Siting Board

12 Qeen, 124
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considers the Company’s analyses in support of these benefits to determine if they are

sufficient to establish need for the proposed project.'”

¢} Transmission Benefits

Altresco argued that, because the Eastern REMVEC region is a net importer of
power, it is wise to add electrical power generation in Eastern Massachusetts, thereby
relieving conétrained transmission facilities within the REMVEC area and at the
interfaces''* with neighboring transmission and distribution areas (Exh. AL-2, at 9-34
through 9-35). Altresco asserted that relieving such constrained transmission improves
transmission reliability and voltage regulation, and allows more transmission to be available
for both wutility and non-utility projects (id.).

Altresco stated that the transmission problems in the Eastern REMVEC area relate to
shortages of both "real power" and "reactive power" which result from insufficient
generation capacity in the vicinity of local load centers (Exh. AL-15, at 1-2). Additionally,
the Company stated that reactive power, unlike real power, cannot be efficiently transmitted

over long distances (id.)."” Altresco provided an excerpt of a 1990 study conducted for

13 The Siting Board notes that the Company presented these analyses in response to our
standard of review for need prior to the SJC decision in City of New Bedford, supra.
In EEC (Remand), we revisited our standard of review for need. In that decision, the
Siting Board found that need could be established on reliability, economic efficiency,
or environmental grounds directly related to the energy supply of the Commonwealth.
See Section II.A.1.c., above.

14 Interface(s) refer to those segments of major transmission lines which link energy

control areas such as the eastern REMVEC area to other areas of transmission supply
and distribution.

5 The Siting Board notes that alternating current ("AC") transmission lines carry
"apparent power" (measured in units of volt-amperes ("VA")) -- which is a complex
unit of power that reflects the existence of both "real power" (measured in units of
watts ("W")) and "reactive power" (measured in units of volt-amperes-reactive
("VARS")). "Real power" refers to that component of the "apparent power" which
performs useful work, i.e., the turning of a motor’s shaft, illumination from a light

(continued...)
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the New England Cogeneration Association which concluded that the Eastern REMVEC
region will continue to experience significant capacity deficiencies over the next decade even
if all existing, committed, and uncommitted non-utility generators proposed in the region are
assumed to be operational (Exh, HO-MB-9),!!

Altresco argued that in the absence of sufficient local generating capacity, the eastern
REMVEC area utilities have had to rely upon two strategies to ensure the availability of an
adequate level of real and/or reactive power: (1) the installation of additional capacitors on
the transmission system to increase the amount of reactive power available to the local area,
and (2) the operation of certain local power plants as "must run" units, even though these
power plants actually have higher dispatch prices than some dispatchable plants (Company
Initial Brief at 64). Altresco added that such strategies incur added costs which could be
avoided by the construction of new generating capacity such as the proposed facility (Exh.
AL-15,
at 2).

Specifically, Altresco’s witness, Mr. La Capra, testified that the proposed facility
would supply approximately 105 MVARS of reactive power (id.). Mr. La Capra also
testified that, without the proposed facility, the least costly correction to enhance the reactive
power supply would be the installation of series capacitors on the power lines serving the
affected area. As a specific alternative, Altresco indicated that a capacitor installation
capable of providing fifty percent of the reactive power provided by the proposed facility,
i.e. 52.5 MVARS, would cost approximately $787,500 (id.; Tr. 12, at 4-5). Altresco argues

that the elimination of the need for such an expenditure for additional reactive power support

13(_. .continued)
bulb, heat from a toaster, etc. "Reactive power" refers to that component of the
"apparent power" which is necessary for the proper operation of some devices -- such
as establishing necessary magnetic fields in a motor or transformer -- enabling it to
efficiently utilize the "real power" component to do the useful work.

18 Altresco provided the Siting Board with a list of all other generating projects either
under construction or proposed for the eastern REMVEC area (Exh. HO-MB-9),
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-- a result of operation of the proposed facility -- represents a reasonable estimate of the
minimum economic advantage attainable from the plant in MVAR enhancement (Company
Initial Brief at 65).

Altresco also quantified the energy cost savings associated with changing the status of
existing generating units in eastern REMVEC from "must run" to "dispatchable" by
performing an analysis which assumed that 170 MW of Boston Edison Company’s New
Boston 1 & 2 units would be switched from "must run" to "dispatchable" status as a result of
the construction and operation of the proposed facility (Exh. AL-15, at 3). Specifically,
Altresco compared the results of a hypothetical 1996 dispatch analysis assuming generation
of 140 MW by New Boston 1 & 2 units with results of a 1996 "must run" dispatch analysis
based on operation of New Boston 1 & 2 units at their full capacity of 310 MW (id.).'"
Based on this comparison, Altresco asserted that, beginning in 1996, the net savings realized
as a result of Altresco’s proposed facility coming on-line would total $304 million over 20
years, and that this amount represented a conservative figure {id.).

The record demonstrates that the proposed project would provide power reliability
enhancement in the eastern REMVEC area. In addition, Altresco’s analysis reasonably
demonstrates that such reliability enhancements, alone or in conjunction with other reliability
enhancements that may be possible in the eastern REMVEC area, could provide economic
benefits to the energy supply by eliminating the need for the installation of series capacitors
and/or the revision of dispatch status of other more costly power plants in the area.

The Siting Board notes, however, that in Turners Falls, the Siting Council found that
transmission-system-related benefits must be significant and carefully documented in order to
demonstrate benefits to Massachusetts as part of an analysis of need (18 DOMSC at 159).

The Siting Board notes, further, that in Enron, the Siting Council noted that, while the
project in that case was to be located in the eastern REMVEC area, Enron had provided only

general non-project-specific information regarding the potential transmission benefits of the

7 Both 1996 dispatch analyses assumed operation of the proposed facility at 170 MW
(Exh. AL-15, at 3).
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proposed project, and had failed to provide detailed load flow analyses which would allow
the Siting Board to determine the level of reliability benefits associated directly with the
project (23 DOMSC at 68-69).

Here, while the proposed project is located in the eastern REMVEC area, Altresco
has, with the exception of specific and quantifiable reactive power replacement data,
provided only general, non-project-specific information regarding the potential transmission
benefits of the proposed project.

While Altresco has demonstrated that the addition of generic electric generation
capacity in the eastern REMVEC region would likely improve, to some degree, the reliability
of the transmission system in that region, Altresco has failed to provide detailed load flow
analyses which would enable the Siting Board to determine the significance of any reliability
benefits associated directly with the proposed project. The Siting Board notes that even in an
area which is generally acknowledged to have transmission problems, as is the case with the
REMVEC area, the degree to which a proposed new facility will alleviate those problems
may be strongly dependent upon the specific location, technical, and operational details of
that facility.

Further, with respect to the potential economic benefits to the energy supply
associated with the potential dispatch status changes of other area facilities, the Company did
not clarify how such an annual displacement of 170 MW or more of existing generation
would in fact occur, nor how any such 170 MW reduction in generation would be distributed
between existing units. Also, given the Company’s own submission of evidence indicating
that the eastern REMVEC region will continue to experience long-term capacity deficiencies
even if all existing committed and uncommitted non-utility generators proposed in the region
are assumed to be operational, it is unclear whether a dispatch change from "must run" to
"dispatchable" for existing units would actually occur. Finally, with respect to the
Company’s claims regarding eastern REMVEC area reactive power shortages, the record
demonstrates that Altresco’s information indicating that such a shortage exists in the eastern

REMVEC area is inconclusive. Accordingly, the Siting Board finds that the Company has
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failed to establish need for the proposed project based on transmission system reliability

grounds.

(2) Air Quality Benefits

Altresco argued that the proposed project would produce substantial environmental
benefits to both the Massachusetts and New England energy supply in the form of reduced
air pollutant emissions which would result from the displacement of higher emission-
generating power sources by the operation of the proposed project, as well as displacement
of emissions associated with steam production at GE by steam sales from the proposed
project (Exh, HO-RR-43; Company Initial Brief at 66-67).'*

To demonstrate environmental benefits realized from the displacement of existing
sources of air emissions, the Company presented a dispatch analysis comparing emissions of
seven major pollutants associated with the combustion of fossil fuels both with and without
the proposed project: (1) sulphur dioxide ("S0O,"); (2) nitrogen oxides ("NOx"); (3)
particulates ("PM-10"); (4) carbon monoxide ("CO"); (5) volatile organic compounds
("VOCs"); (6) carbon dioxide ("CO,"); and (7) methane (Exhs, HO-MB-18 and attachments;
AL-40)."® Based on the results of this analysis, Altresco claims that the operation of the
proposed project would significantly reduce regional emissions of SO,, NOx, VOCs, CO,

18 The Siting Board notes that benefits which relate directly to the reliability, cost or
environmental impact of the energy supply of the Commonwealth include, but are not
limited to, economic efficiency benefits to ratepayers, electric transmission benefits,
emissions offsets in the region or at the steam host, and gas/oil swaps with local gas
distribution companies. The Siting Board also notes that other benefits not related to
the energy supply, while not relevant to the review of need for a proposed project,
may still be considered in respect to G.L. c. 164, §§ 691 and 69] which require that
proposals to construct energy facilities are consistent with the current health,
environmental protection and resource use and development policies as adopted by the
Commonwealth.

19 The Company analyzed dispatch effects for each of the ten years 1995 through 2004,
for 2009, and for 2014, and provided interpolated values for the remaining years
(Exh. HO-MB-18, attachment c¢).
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PM-10, and CO,, and slightly increase methane emissions to the region beginning
immediately in 1995 and continuing through the year 2014 (id.).

Altresco added that, for Massachusetts specifically, operation of the proposed facility
would reduce emissions of SO,, NOx, CO and PM-10, but increase emissions of VOCs, CO,
and methane (id.).'®

Altresco additionally stated that its current steam sales agreement with GE would
provide for delivery of approximately 16 percent of GE’s total steam generation
requirements, and as such would reduce GE’s existing combustion of fuel oil for steam
production by approximately 81,000 barrels per year while producing the same total amount
of steam (Exh. HO-MB-5). The Company provided estimates of the annual emissions
reductions at GE’s existing steam production plant that would result from GE’s utilization of
Altresco-produced steam. Estimated reductions include 72 tons of NOx, 228 tons of SO,, 14
tons of particulates, 9 tons of CO, 1 ton of non-methane hydrocarbons, 35,900 tons of CQO,
and .2 tons of methane (Exh. HO-RR-43).

The Siting Council previously held that a project proponent must provide full
documentation of its assumptions pertaining to environmental benefits associated with the
dispatch of generation capacity. Enron, 23 DOMSC at 71; West Lynn, 22 DOMSC at 48;
MASSPOWER, 20 DOMSC at 388.

In Enron, 23 DOMSC at 69-73, the Siting Council reviewed the most comprehensive
analysis to date of environmental benefits resulting from dispatch effects of a proposed gas-
fired facility. In that dispatch analysis, annual air emissions changes were estimated for four
selected years spanning a 20-year period, assuming three alternative expansion plans for

meeting regional capacity deficiencies Id., at 45-48, 70. The Siting Council found that the

120 The Company also provided four alternative emissions analyses which included
alternative projections regarding load, fuel prices, and generation mix (Exh. HO-RR-
73 and attachments). Altresco noted that the results of these analyses indicate that the
total emissions savings to New England are not especially sensitive to assumptions
regarding projected demand, fuel prices, or future supply mix (id.). Altresco further
noted that the results of these analyses indicate that the total estimated emissions
reduction savings in Massachusetts would be more sensitive to input assumptions (id.).
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proposed project in that review would provide Massachusetts with environmental benefits
related to net changes in air emissions from generating facilities in Massachusetts. Id., at
73.

In a more recent decision, the Siting Board reviewed a five-year dispatch analysis,
which assumed that energy requirements would be met by currently claimed committed

capacity and, as necessary, new oil-fired combustion turbine units. EEC (Remand), at

94-104. Based on the applicant’s dispatch analysis, the Siting Board found that the proposed
project in that review likely would provide short-term air quality benefits for Massachusetts.
Id., at 101. The Siting Board identified shortcomings of the dispatch analysis in that review
for addressing the potential for long-term air quality benefits, including: (1) the failure to
reflect the potential addition of other presently uncommitted base load capacity as part of
assumed generation expansion, rather than just oil-fired combustion turbine units; (2) the
assumption of constant emission rates over time, in pounds per MMBtu, for generating units
in the analysis; and (3) the failure to reflect any significant amounts of potential retirement of
existing generating units, beyond one scheduled retirement of a 28 MW unit, over the five-
year period of analysis.'”” Id., at 101-102.

Here, Altresco has provided the Siting Board with a comprehensive analysis of
dispatch effects on state and regional emissions for the period 1995-2014. This analysis
includes sufficient documentation regarding the methodology and assumptions used in the
calculations of the net impact that the proposed project would have on total emissions from
generation facilities located in both Massachusetts and the New England region for the Siting
Board to be able to evaluate whether there would be significant dispatch related benefits to

the Massachusetts energy supply specific to operation of the proposed project.

21 In addressing the potential for long-term air quality benefits as a result of the

applicant’s project, EEC (Remand), considered whether the changing regional supply
mix, with operation of the applicant’s project, would be likely to ensure (1) avoidance
or minimization over fime of any emissions increases and (2) maintenance over time
of the initial displacement of intermediate and peaking units that would result from the
applicant’s project (at 101).
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For the purposes of assessing environmentally based need in Massachusetts, the Siting
Board here focuses primarily on Altresco’s calculations of the net impact that the proposed
project would have on the total emissions from generating facilities located in Massachusetts.
Altresco’s analysis indicates that, under a range of realistic generation expansion scenarios,
the operation of the proposed project would clearly reduce the net emissions in Massachusetts
of four of the seven pollutants analyzed: SQ,, NOx, CO and PM-10. These net reductions,
however, are offset to a degree by the higher net Massachusetts emissions of VOCs, CO, and
methane.'? However, the Siting Board notes that emissions of two pollutants which are of
greatest concern to regional acid rain and ground-level ozone problems, i.e., SO, and NOx,
would be reduced significantly by the operation of the proposed project.

Thus, the Company’s dispatch analysis, considering on balance the criteria and other
pollutants identified therein, demonstrates that the proposed project would, at a minimum,
provide short-term air quality benefits for Massachusetts based on its displacement of existing
generation and associated emissions of several important pollutants.

The Siting Board notes that, while the Company’s dispatch analysis demonstrates that
the proposed project would provide short-term air quality benefits for Massachusetts based on
its initial displacement of existing generation and associated emissions, it is unclear that the
benefits of such displacement would be permanent. First, the Company’s analysis allows the
displaced generation to be increasingly redispatched over time with continued load growth.
Second, the Company’s analysis assumes that the emissions rates from respective units in the
analysis, in pounds per MMBtu, remain constant over time. Third, the analysis includes no
explicit assumptions or scenarios demonstrating a potential for holding Massachusetts
emissions to current or lower levels through planned or accellerated retirement of existing

generation.

12 Recognizing that a significant increase in levels of CO, is of possible concern
regarding climatic changes on a global scale, the Siting Board notes that the net
regional reduction in CQ, is likely of substantially greater importance than the net
Massachusetts increase in CO, emissions.

=100~



EFSB 91-102 Page 94

The Siting Board recognizes that load growth represents a given for purposes of the
Company’s dispatch analysis, and that the analysis must assume dispatch of available capacity

to meet load growth over time. However, in the EEC (Remand) at 102, the Siting Board

questioned the assumption of constant unit emission rates over time and the assumption of
continued dispatch over time of older generation with high emissions rates as part of any
dispatch analysis encompassing more than a short-term period. However, while finding in
that decision that the applicant’s dispatch analysis failed to demonstrate long-term air quality
benefits, the Siting Board noted that, to the extent that the applicant’s project would in whole
or in part replace existing generation that potentially will be permanently retired, there would
be significant potential for that project to provide long-term benefits through displacement of
such generation.'”

With respect to the displacement of GE steam production and associated emissions as
a result of steam sales from the proposed project, the Siting Council previously has
considered the potential for applicants’ cogeneration projects to provide air quality benefits to
Massachusetts based on net emissions reductions at the site, i.e., expected reductions in an
existing steam host’s steam production facility emissions that are greater than expected total
emissions from the applicant’s cogeneration project. Altresco-Pittsfield, 17 DOMSC at 368;
MASSPOWER, 20 DOMSC at 329-330. In both previous reviews, applicants demonstrated

that their cogeneration projects would result in a net reduction in SO, emissions but a net

increase in NOx emissions; in Altresco-Pittsfield, the Siting Council found that the SO,
reduction outweighed the NOx increase and that the applicant’s cogeneration project therefore
would provide environmental benefits based on displacement of steam production facility
emissions. Id,

Here, Altresco has provided documentation indicating the emissions reductions that

would be realized by the proposed project’s steam sales agreement with GE, and GE’s

123 The Siting Board recognizes that similarly favorable long-term air quality results may
also be achieved through a combination of (1) implementing new base load generation
with low emissions and (2) implementing new emissions controls at existing generating
units capable of reducing emissions rates in pounds per MMBtu from such units.
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resultant reduction in fuel cil requirements to create the same amount of steam. In
comparing these reductions with the emissions expected from the proposed project, there
would be an annual reduction of approximately 189 tons of SO,, but an annual increase of
approximately 61 tons of NOx, 14 tons of PM-10, and 9 tons of CO. While air quality in
the Lynn area would benefit from reduced levels of SO,, it is clear that ground level ozone
would be adversely affected by a net increase in emissions of NOx.

Accordingly, the Siting Board finds that Altresco has demonstrated that the proposed
project would provide short-term environmental benefits to Massachusetts based on reduction
of air pollutant emissions from generating units in Massachusetts. However, the Siting
Board finds that Altresco has not demonstrated that the proposed project would provide long-
term environmental benefits to Massachusetts based on reduction of air pollutant emissions
from generating units in Massachusetts. Finally, while Altresco has demonstrated that the
proposed project would reduce SO, emissions in the Lynn area, based on displacement of
existing GE steam production operations as a result of its steam sales agreement with GE, the
levels of other pollutants would increase. Therefore, the Siting Board finds that Altresco has
not demonstrated a significant improvement in air quality in Lynn due to the displacement of
GE steam production. |

Accordingly, the Siting Board finds that Altresco has failed to establish that the

proposed project is needed on environmental grounds.

5. Conclusions on Need

The Siting Board has found that Altresco has not established that its proposed project
is needed for economic efficiency or reliability reasons in Massachusetts through signed and
approved PPAs. The Siting Board further has found that there will be a need for 170 MW
or more of additional energy resources in New England for reliability purposes beginning in
2000 or later. The Siting Board also has found that Altresco has established that, beginning
in 2000, New England will need 170 MW of additional energy resources from the proposed
project for economic efficiency purposes. Further, the Siting Board has found that there will

be a need for 170 MW or more of additional energy resources in Massachusetts for
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reliability purposes beginning in 1997. Finally, the Siting Board has found that the Company
has failed to establish need for the proposed project based on transmission system reliability
grounds or environmental grounds.

Based on the foregoing, the Siting Board has found that the Company’s need analyses
demonstrate that Massachusetts’ need for 170 MW of additional capacity will occur earlier
than New England’s need for same. Given the demonstration of earlier need in
Massachusetts than New England, it is clear that, for all years in which there will be a
regional need for the proposed project, i.e., for the years 2000 and beyond, the proposed

project would provide a necessary energy supply for the Commonwealth.'® The proposed

124 The Siting Board hereby takes administrative notice of recent electric forecast cases

concluded by the DPU and the Siting Council. In Fitchburg Gas and Electric, 24
DOMSC 322 (1992), the Siting Council approved a forecast showing that in the
summer of 1995, the last year of its forecast, Fitchburg Gas and Electric Company
would have a total capacity of 102.10 MW, resulting in a surplus of 19.1 MW over its
"capability responsibility" of 83.0 MW and a surplus of 26.2 MW over its summer
peak load of 75.9 MW (at Table 3 and Table 4). In Boston Edison Company (Phase
D), 24 DOMSC 125 at 303 (1992), the Siting Council found that Boston Edison
Company would have surplus capacity of 149 MW in 1996 and 120 MW in 1997, the
last year included in its forecast. In Eastern Utilities Associates, DPU 92-214,

(1993}, the Department approved a forecast showing that for 1996, the last year in its
forecast, Eastern Utilities Associates would have a base case summer peak load
surplus of 197.6 MW. In Commonwealth Electric Company\Cambridge Electric Light
Company, DPU 91-234 (1993), the Department approved a forecast indicating that the
Cambridge Electric Light and Commonwealth Electric Companies would have a
supply surplus through the year 2000, specifically a surplus of 116 MW in the winter
of that year (at Table 3). The Department and the Siting Council approved settlements
in four other proceedings filed pursuant to 220 C.M.R. § 10.00 et seq., the Integrated
Resource Management Regulations. However, these settlements do not establish
precedent nor does the Department’s acceptance of the settlements constitute a
determination or finding on the merits of any aspect of these proceedings. See
Fitchburg Gas & Electric Co., D.P.U. 92-181, at 22 (1993); Boston Edison Company,

D.P.U. 92-265 (1993); Western Massachusetts Electric Company\Northeast Utilities,

D.P.U. 92-88, at 9-10 (1992); Massachusetts Electric Company\New England Power
Company, EFSC 91-24\D.P.U, 91-114, at 5 (1991).
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project on-line date, however, is 1996, Thus, the Siting Board must evaluate whether the
project is needed beginning in the year 1996.
In EEC (Remand) at 188, the Siting Board noted that an applicant could establish that

a regional capacity surplus might not be available to meet a Massachusetts capacity
deficiency as a result of transmission or other reliability constraints, The Siting Board
further noted that an applicant could establish that reliance on a regional capacity surplus
would be contrary to providing a necessary energy supply at the lowest possible cost with the
least environmental impact. (See n.18).

However, this recognition was set out in EEC (Remand) after the record in this
proceeding was fully developed. Thus, in this case, a record on this issue has not been
developed. The record shows that for the years 2000 and beyond there is a need of 170 MW
or more for both Massachusetts and the region. However, the record is unclear regarding
the ability of Massachusetts utilities to acquire surplus supplies from out-of-state providers in
years in which there is a Massachusetts deficiency of 170 MW or more and a regional
deficiency of less than 170 MW or a regional surplus. Therefore, based on the record, the
Siting Board is unable to determine that the proposed project is needed to provide a
necessary energy supply for the Commonwealth prior to the year 2000.

The Siting Board notes that a similar disparity occurred between the timing of
Massachusetts and regional need in a previous review of a proposed generating facility. In
EEC (Remand) at 266-267, a review of a proposed 300 MW coal-fired facility, the Siting
Board found that there was a need for at least 300 MW of additional energy resources in
New England for reliability purposes beginning in 2000 and a need for at least 300 MW of
additional energy resources in Massachusetts for reliability purposes beginning in 1998. In
that decision, the Siting Board determined that it was appropriate to require the Company to
submit PPAs as evidence of the need for the proposed project to provide a necessary energy
supply for the Commonwealth. The Siting Board found that the amount of facility output
subject to signed and approved PPAs that would be sufficient to establish Massachusetts need
would depend on other factors which contribute to Massachusetts need as well as the size and

type of facility. Thus, the Siting Board found that the submission of (1) signed and approved
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PPAs which include capacity payments for at least 75 percent of the proposed project’s
electric output, and (2) signed PPAs which include capacity payments with Massachusetts
customers for at least 25 percent of the proposed project’s electric output which is the result
of a competitive resource solicitation process beginning in 1993 or beyond and which is
approved pursuant to G.L. ¢. 164, sec. 94A will be sufficient evidence to establish that the
proposed project will provide a necessary energy for the Commonwealth. See, EEC
(Remand) at 268.

Here, the proposed facility is a 170 MW, gas-fired facility. Altresco has a signed and
approved PPA which includes capacity payments with ComElectric, a Massachusetts utility,
for 25 MW, In addition, Altresco is the sole award winner of BECo’s RFP 3 solicitation for
132 MW. The Siting Board has found that signed and approved PPAs which include a
capacity payment constitute prima facie evidence of the need for additional energy resources
for reliability purposes. See, e.g., NEA, 16 DOMSC at 358. With the 25 MW contract
which includes capacity payments, 14.7 percent of the facility output is needed for reliability
purposes, and, if the BECo contract is signed, 92.3 percent of the facility output would be
needed. However, as noted above, uncertainties exist as to when and if the PPA with BECo
will be signed and approved. See Section II.A.2., above.

As noted above, the amount of facility output subject to signed PPAs sufficient to
establish Massachusetts need would be dependent on the size and type of facility. In EEC
{Remand), in comparing the proposed project to technology alternatives, the Siting Board
found that the proposed project would be superior to all technology alternatives reviewed
with respect to providing a necessary supply with a minimum impact on the environment at
the lowest possible cost (at 165). However, the Siting Board also found that the natural gas
combined-cycle alternative would offer greater environmental benefits to the energy supply
relative to the proposed project and that the proposed project would offer greater cost and
reliability benefits to the energy supply relative to the natural gas combined-cycle alternative.
Here, in comparing the proposed project to technology alternatives, the proposed

project is superior to all technology alternatives reviewed with respect to providing a
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necessary supply with a minimum impact on the environment at the lowest possible cost.
Further, the proposed project would offer greater environmental, cost and reliability benefits
to the energy supply relative to the technology alternatives examined (See Section II.B.6.,
below). In addition, this project has established need on reliability grounds beginning in
2000 and need on economic efficiency grounds beginning in 2000 or later. Finally, we note
that this is a 170 MW facility, while the proposed EEC facility is 300 MW,

Here, in light of the need for the proposed project beginning in the year 2000 on
reliability grounds, the Siting Board finds that submission of (1) a signed and approved
contract with BECo for 132 MW, or (2) signed and approved PPAs which include capacity
payments for at least 75 percent of the proposed project’s electric output, will be sufficient to
establish that the proposed project will provide a necessary energy supply for the
Commonwealth. Altresco must satisfy this condition within four years from the date of this
conditional approval. Altresco will not receive final approval of its project until it complies
with this condition. The Siting Board finds that, at such time that Altresco complies with
this condition, Altresco will have demonstrated that the proposed project will provide a

necessary energy supply for the Commonwealth.

B. Alternative Technologies Comparison

1. Standard of Review

G.L. c. 164, § 69H, requires the Siting Board to evaluate proposed projects in terms
of their consistency with providing a necessary energy supply for the Commonwealth with a
minimum impact on the environment at the lowest possible cost. In addition, G.L.
c. 164, § 697, requires a project proponent to present "alternatives to planned action" which
may include: (a) other methods of generating, manufacturing, or storing, other site

locations;'” (b) other sources of electrical power or gas, including facilities which operate

13 The issue of alternative site locations is addressed in the review of the Company’s Site
Selection Process (see Section I11.B).
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on solar or geothermal energy and wind or facilities which operate on the principle of
cogeneration or hydrogeneration; and (c¢) no additional electric power or gas.

In implementing its statutory mandate, the Siting Board requires a petitioner to show
that, on balance, its proposed project is superior to alternate approaches in the ability to
address the previously identified need and in terms of cost, environmental impact and
reliability."® EEC (Remand), at 65. Additionally, where a non-utility developer proposes
to construct a QF facility in Massachusetts, the Siting Board determines whether the project
offers power at a cost below the purchasing utility’s avoided cost. Id.; Altresco, 17 DOMSC
at 370-378; NEA, 16 DOMSC at 360-380.

2. Identification of Resource Alternatives

The Company asserted that it has demonstrated through analyses that there is both a
regional need and a Massachusetts need for at least 170 MW of new capacity on reliability
and economic efficiency grounds beginning in 1996 (Exh. AL-40, at 2). To address an
identified need for at least 170 MW of additional energy resources, Altresco proposes to
construct a nominal 170 MW combined-cycle, gas-fired cogeneration facility in Lynn,
Massachusetts which would commence commercial operation in 1996 (id. at 5).'”

Altresco stated that it examined alternate approaches to addressing the identified need,
including both conventional and non-conventional technologies (id, at 2).'® The Company
stated that it evaluated the alternative energy resources in terms of size, reliability,
technological maturity, construction time-frame, siting/permitting feasibility, fuel availability,

and compatibility with cogeneration and non-utility generation (id. at 2). Altresco indicated

126 The Siting Board includes in its review site-specific impacts of both the proposed
project and each alternative at the proposed site. EEC (Remand), at 65, n.106.

127 The Siting Board notes that it has found that there is a New England need for at least
170 MW of new capacity beginning in the year 2000. See Section II.A.3.e.(3).

122 Altresco asserted that its technology analysis included all of the technology options
enumerated under G.L. c¢. 164, Section 69] (Company Supplemental Brief at 15).
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that any alternative energy source would also have to satisfy both the region’s need for
power and GE’s need for steam (Exh. HO-PA-1).

The Company stated that it did not consider in detail technologies that would provide
too little capacity at the proposed site to meet the identified need, such as municipal solid
waste, biomass, and wind turbines, nor technologies that would provide more generating
power than required, such as nuclear fission (Exh. AL-40, at 2).!” Further, the Company
stated that it did not consider technologies with an immature development status such as
photovoltaic cells, compressed air energy storage, fuel cells, nuclear fusion and battery
storage (id. at 3)." The Company also stated that wind turbines and photovoltaics would
be unable to supply a steam host (Tr. 13, at 16),'

12 The Company provided documentation from the 1992 CELT Report listing the existing

and planned utility and non-utility generating facilities in New England and the
respective largest facilities by fuel type (Exh. HO-PA-1). For alternative resources
the listing included: (1) municipal solid waste: 65.6 MW;

(2) biomass/coal: 75 MW, (3) methane: 11 MW; (4) wind turbines: .21 MW,

(5) wood: 53 MW; and (6) photovoltaic cells; .01 MW (id.). Altresco indicated that
the alternative facilities listed in the 1992 CELT Report were among the largest New
England facilities of each type found, representing realistic upper limits of their
capacity (Tr. 13, at 14 and 15). The Siting Board notes that the capacities cited by
the Company are not necessarily reflective of the capacity potential for these
technologies. /

130 Altresco stated that it can only pursue known and proven technologies, as it must have

a certain lead time from the planning stage to commercial operation (Tr. 13, at 76).

Bl Altresco stated that it eliminated from its consideration technologies which could not

fit within the property site (Exh. HO-PA-1). The Company noted that the Altresco
site would occupy 5.7 acres on the GE River Works site (Exh. AL-2, at 1-1),
Altresco’s witness, Dr. Hill reported that, as GE cannot identify any surplus
properties on the River Works site, there is no additional property available for the
Altresco proposed project (Tr. 13, at 46). The Company stated that the appropriate
frame of reference for evaluating alternative energy resources for a cogeneration
project is site specific, and that, therefore, any alternative resources must be able to be
built on this 5.7 acre parcel of land (Exh. HO-PA-1). Altresco stated that non-
conventional resources identified in this proceeding, such as wood, biomass, coal and
municipal solid waste would require large areas of storage capability (Tr. 13, at 16).
(continued...)
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In regard to DSM, the Company asserted that it has already incorporated all presently
identified cost-effective DSM in the need analyses (Exh. AL-40, at 4). Altresco stated that
there is no basis for assuming higher levels of DSM, and further, although there may be a
technical potential for additional DSM resources, said resources would be non-cost effective
(Exh. HO-PA-2).1%

Based on these considerations, the Company stated that it identified five alternatives
that are capable of meeting the identified need, in addition to the proposed Altresco proposed
project (Exh. AL-40, at 3). Specifically Altresco identified: (1) a dual-fuel, combined-cycle
plant with an interruptible 10 month gas supply and a distillate oil backup (“gas/oil GTCC
alternative"); (2) a distillate oil-fired, combined-cycle plant ("oil-fired GTCC alternative");
(3) a circulating fluidized bed coal plant ("CFB alternative"); (4) a conventional pulverized
coal steam unit ("pulverized coal steam alternative"); and (5) a residual oil-fired steam plant
("residual oil steam alternative”) (id.). The Company reported that it had also considered
coal gasification as an alternative technology but rejected it at an early stage due to the
difficulty in siting a facility in Massachusetts, problems with remediation, and the Company’s
recognition that it did not have the environmental advantages of the selected technologies (Tr.
13, at 24 and 25).

Altresco asserted that a combined-cycle gas facility, such as the proposed project,
would be the highest and best use of the River Works site for generation purposes and to
provide steam to GE (id. at 22). Further, the Company stated that the particular

characteristics of the GE site are especially suited to the proposed project from an

Bl(_..continued)
However, the Siting Board notes that for the purposes of this review, the Company
included coal-fired and oil-fired alternatives which would require more than the
available space in its technology comparison analyses.

2 The Siting Board notes that the standard of review requires the consideration of the
reduction of load management to be included in the analysis of need and in EEC
(Remand) at 56, the Siting Board found that an analysis of load management as an
alternative to the planned activity is not required by the statute.

=109~



SV A | B

EFSB 91-102 Page 103

environmental standpoint when compared to the listed alternatives (Company Supplemental
Brief at 35).

Finally, the Company stated that all of the selected technology alternatives were
compared on the same level of net electric output, 170 MW, and steam supply, 55,000 lbs/hr
to GE (Exh. AL-40, p. 12). The Company indicated that all generic data requirements were
obtained from the 1992 GTF, which included availability and heat rates (id., Exhs. HO-PA-
5; AL-40, attach. RLC-2 and attach. RLC-6).'3% 13

Altresco indicated that each alternative was assigned a projected availability rate, of
which the Altresco proposed project has the highest projected availability at 92 percent (Exh.
AL-40, attach. RLC-2 and attach. RLC-6). The Company stated that this availability is
reasonable since such an availability rate currently is maintained at the Altresco Pittsfield
facility, and the two facilities have similar technologies (Tr. 13, at 115). The alternative
technologies comparison is based on the following availability factors: gas/oil GTCC and oil-
fired GTCC alternatives, 86.8 percent; CFB alternative, 83.5 percent; pulverized cbal steam
alternative, 81.4 percent; and residual oil steam alternative, 84.7 percent (Exh. AL-40,
attach. RL.C-8). Further, the Company indicated that each alternative was assigned a heat
rate, of which the proposed Altresco project had the lowest rate of 8,600 Btu/Kw-hr (id.).
The alternative technologies comparison is based on the following heat rates: gas/oil GTCC
and oil-fired GTCC alternative, 8,904 Btu/kW-hr; CFB alternative, 10,077 Btu/kW-hr;
pulverized coal steam alternative, 10,402 Btu/kW-hr; and residual oil steam alternative,

9,712 Btw/kW-hr (id.).

133 The Company stated that the GTF Report is published annually and is appropriate for
use in this analysis since it focuses solely on the New England region and is up-to-date
(Exhs. AL-40, at 6; HO-PA-5).

13 The Company utilized project specific data for the proposed facility heat rate and
availability (Tr. 13, at 102, 115).
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3. Environmental Impacts

The Company compared the alternative technologies and proposed project with respect
to environmental impacts in the areas of air quality, fuel transportation, land use and fuel
storage, wafer use, and solid waste. The Siting Board reviews the Company’s analysis of

environmental impacts below.

a. Air Quality

The Company presented an analysis of the air quality impacts of alternative
technologies which would be fueled by one of three types of fuel: gas, coal and oil (Exh.
AL-40). The Company stated that the alternatives using oil are assumed to use very low
sulfur oil (.05 percent oil), the same oil proposed for the proposed project,” and the coal-
fired alternatives are assumed to use 1.8 percent sulfur coal (id. attach. RLC-3; Exh. PA-
23). The following chart depicts the estimated emissions from the proposed project’*® and

each of the generic alternatives in tons per year ("tpy"):

B35 The Company expects to be permitted by the DEP to use very low sulfur oil for up to
five days a year for the proposed project’s back-up oil supply (Exh. HO-E-1, at 5-3).

136 The National Ambient Air Quality Standards ("NAAQS") limit the total ambient level
of six pollutants, referred to as criteria pollutants: (1) SO,; (2) PM-10,
(3) NOx; (4) CO; (5) "0O;" and; (6) lead (Exh. HO-E-4 at 3-2). Volatile organic
compounds ("VOC") are regulated as a precursor to ozone (id., at 3-4). (See Section
II1.C.2.a., for a further discussion of air quality).
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TABLE 7
EMISSIONS OF CRITERIA POLLUTANTS AND CO,
(TPY)

Air Altresco Gas/oil Oil-fired CFB Pulverized | Residual
Emissions GTCC GTCC Coal Qil Steam

(TPY) Steam
SO, 39 77 288 1,441 1,450 735
NOx 133 158 201 940 1,072 919
PM-10 63 90 253 113 114 110
CO 130 129 138 814 315 184
vOC 31" 20 58 38 38 31
CO, 699,490 727,040 966,840 | 1,278,060 | 1,286,220 | 1,029900
Lead null 0.1 0.6 0.2 .02 null

Note: See Section II.B.2., explaining the source of the underlying assumptions for the

proposed project and alternatives.

source:

Exhs. HO-PA-22; HO-RR-86

Altresco stated that the generic combined-cycle units included SCR pollution control

equipment and further, that the emissions levels for the CFB alternative, pulverized coal

steam alternative and residual oil steam alternative reflected state-of-the-art pollution controls

including high efficiency SO, and particulate removal, and catalytic reduction for NOx

control (Exh. AL-40, at 7, 15). The Company explained that the catalytic reduction

37 The Company stated that the higher VOC and CO emissions for the proposed project
versus the gas/oil GTCC alternative is due to the higher availability assumed for
Altresco, 92 percent, as opposed to the availability rate of the gas/oil GTCC
alternative at 86.6 percent (Exh. HO-RR-86).
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technology for the GTCC alternatives differs from the technology for the coal units, in that
the coal units are assumed to use a type of nonselective catalytic reduction ("NSCR") control
technology. The Company noted that NSCR that has been established as best available
control technology ("BACT") (Tr. 13, at 131-132).

The record indicates that the proposed project has the lowest estimated emissions for
five of the seven pollutants, and the gas/oil GTCC alternative has the lowest emissions for
two of the seven pollutants. See Table 7, above. However, although Altresco noted that its
CO0 and VOC emission rates are higher than those of the gas/oil GTCC alternative, the tpy
figures are very similar for the proposed project and the gas/oil GTCC alternative and reflect
the difference in assumed availability rather than technology or fuel differences. The largest
differential in emissions, comparatively, occurs in the categories of SO, and NOx for the
CFB alternative, pulverized coal steam alternative and the residual oil steam alternative
relative to the proposed project, the gas/oil GTCC alternative and the oil-fired GTCC
alternative. However, the Siting Board notes that while the SO, output for the oil-fired
GTCC alternative is substantially lower than the CFB alternative, pulverized coal steam
alternative and residual oil steam alternative, it is substantially higher than that for both the
proposed project and gas/oil GTCC alternatives. In addition, the oil-fired GTCC alternative
has the highest PM-10 emissions of all the technologies. Finally, the CO output for the CFB
alternative is approximately 500 tpy higher than the next lowest emission rate for an
alternative technology.

Accordingly, the Siting Board finds that the proposed project is comparable to the
gas/oil GTCC alternative with respect to air quality. Further, the Siting Board finds that the
proposed project is preferable to the oil-fired GTCC alternative, CFB alternative, pulverized

coal steam alternative and residual oil steam alternative with respect to air quality.

b. Fuel Transportation

(1) Description
Altresco asserted that the GE site is located in relative close proximity to an existing

natural gas pipeline and that this factor clearly favors natural gas as the preferred fuel (Exh.
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AL-40, at 13). The Company stated that gas would be supplied to the proposed project from
the existing pipeline via a 2.5-mile pipeline proposed to be located primarily in an existing
railroad ROW that has been used for public purposes for many years (see Section II1.C.3.b.
for a further discussion of fuel supply) (Exh. HO-PA-17; Tr. 7, at 20). The Company
indicated that this route predominantly involves previously disturbed land (Tr. 7, at 20).
Altresco stated that the proposed project is located close to the end of a lateral pipeline, but
asserted that this location does not detract from the advantages of gas relating to other fuels
because the Company has contracted for firm service with Tennessee (Exh. HO-PA-18).
Altresco also stated that the Company’s analysis took into account the items that would need
to be upgraded specifically for the proposed project or the gas/oil GTCC alternative, and
further stated that any upgrades or additional work that Tennessee may need to implement to
maintain their systemwide service, would be outside the scope of this alternatives analysis
(Tr. 13, at 57).

The Company assumed that both the proposed project and the gas/oil GTCC
alternative would rely primarily on the same natural gas pipelines, utilizing trucks solely to
transport the required oil supply (Exh. AL-40, attach. RLC-8). The record indicates that
Altresco would require approximately 130 trucks per year for the five-day oil supply while
the gas/oil GTCC alternative would require 1,370 trucks per year for the two-month supply

id,; Exh. HO-RR-86).

The Company stated that the alternatives that rely completely on liquid or solid fuel
would transport fuel to the site via rail (Exh. AL-40, at 13), The Company added that these
alternatives would require 4,000-5,000 rail cars per year, the approximate equivalent of one
100 car train per week (id.)."*® Altresco further stated that the rail transport route for
either liquid or solid fuels associated with the oil-fired GTCC alternative, CFB alternative,

pulverized coal steam alternative and residual oil alternative would extend through Boston

13 - The alternatives utilizing solid or liquid fuel exclusively would require the following
number of rail cars per year: oil-fired GTCC alternative -- 4,110; CFB alternative --
5,010; pulverized coal steam alternative -- 5,040, and residual oil steam alternative --
4,085 (Exh. AL-40, attach. RLC-8).
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and then travel north to the site via the Eastern Route Mainline ("mainline") (Exh. PA-20).
The Company also stated that the mainline currently serves the North Shore MBTA
commuter rail, at a level of 48 passenger trains per weekday, and approximately one freight
train per day (id.; Exh. HO-RR-86). The Company stated that the solid or liquid fuel
shipments for the proposed project or alternatives would consist of one to two trains per
week, and further indicated that the level of transport could be scheduled as to not interfere
with the existing use of the mainline (Exh. HO-RR-85). Therefore, Altresco indicated that
existing rail facilities should be sufficient to transport the required fuel to the site (id.).
Altresco categorized the land use along the mainline as including mixed industrial,
commercial and residential areas, and also including coastal marsh contained within the
Rumney Marsh Area of Critical Environmental Concern (*"ACEC") (Exh. HO-PA-20).

The Company indicated that additional rail traffic on the mainline due to fuel delivery
would add environmental impacts to the area, including increased air emissions, elevated
noise levels, traffic disruptions at grade crossings, and aesthetic impacts (id.). Altresco
stated that it considered the likelihood of environmental impacts due to the gas pipeline in a
general sense, and acknowledged that there would be some environmental impacts (Tr. 13, at
56). However, the Company asserted that the right-of-way to be utilized for the required gas
pipeline is currently used for gas pipeline and sewer line routings and, therefore, the
environmental impacts would be minimized (Exh. HO-PA-17), Further, Altresco asserted
that any impacts associated with the pipeline would occur during installation and would be
temporary in nature, while the impacts of fuel delivery via rail transportation would occur
over the life of the project (Exh. HO-PA-20).

2) Analysis
With regard to the transportation of gas to the proposed project, the Company

presented evidence that the proposed 2.5-mile pipeline would likely travel predominantly in
an existing railroad ROW, The Siting Board notes that this route would minimize
construction-related impacts such as vegetative alteration and tree clearing, as well as impacts

on surrounding residences. However, the Company indicated that the environmental impacts
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of any other associated upgrades to the existing interstate system to provide the dedicated
pipeline capacity for the proposed project were not addressed. Further, we note that there is
potential that the route of the new pipeline may vary. In addition, delivery of back-up fuel
for the proposed project, requiring up to approximately 130 truckloads annually, would result
in some additional environmental impact.

With regard to the alternatives, the Siting Board notes that four alternatives, the oil-
fired GTCC alternative, the CFB alternative, the pulverized coal steam alternative, and the
residual oil steam alternative would rely exclusively on liquid or solid fuel. The record
indicates that all four alternatives would require rail delivery of approximately 4,000 to
5,000 rail car loads of fuel annually, along the mainline -- a rail line currently used for
commuter rail purposes. However, the Company stated that transport of the fuels could be
scheduled without interfering with the existing use of the rail line.

With regard to the solid fuel alternatives, the record demonstrates that the fuel
transportation requirements for the CFB and pulverized coal alternatives are essentially the
same. In comparing the CFB and pulverized coal alternatives to the proposed project, the
Siting Board notes that rail traffic could have continual impacts over the life of the project,
specifically in relation to potential traffic interruptions and noise. However, such impacts
have not been substantiated for the affected rail route. While the Company did identify types
of impacts associated with the increased rail transportation, such as traffic interruptions,
additional noise, and other environmental impacts to the surrounding area, the Siting Board
notes that the Company has not presented evidence that such impacts would be of
significance along the affected route, based on such factors as existing rail transport volumes,
at-grade crossings, and the nature of abutting land use. Further, the ability to mitigate these
impacts has not been addressed by the Company.

With respect to the oil-fired GTCC alternative and the residual oil steam alternative,
the Siting Board notes that predominant reliance on liquid fuels pose greater environmental
risks that other fuels in the event of accidental spillage during transport. In a previous

review, the Siting Board found that the environmental impacts of accidently released oil,
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including seepage into the soil and groundwater, would be greater than the impacts of either

coal or gas if accidentally released into the environment. EEC (Remand) at 75.

The gas/oil GTCC alternative would involve pipeline impacts essentially similar to
those of the proposed project, as both technologies would utilize pipeline facilities as their
primary means of fuel transportation. However, in addition to the gas pipeline impacts, the
gas/oil GTCC alternative includes up to two months of oil-fired operation, requiring delivery
of up to 1,370 truck loads of oil. Further, as in the case of the oil-fired GTCC and the
residual oil alternatives, the environmental impacts of an accidental oil spill would be of
greater concern than under the proposed project.

Accordingly, based on the foregoing, the Siting Board finds that the proposed project
would be preferable to the gas/oil GTCC alternative, oil-fired GTCC alternative, CFB
alternative, pulverized coal alternative, and residual oil alternative with respect to

transportation impacts.

C. Land Use and Fuel Storage

The Company stated that the proposed site is limited with regard to the size of a
facility that can be constructed on it, as the land area is constrained by the existing GE River
Works facilities (Exh. AL-40, at 14). As noted above, there is no additional surplus
property available within the River Works complex for Altresco to acquire (Tr. 13, at 46).
The Company stated that its project would impact approximately six acres of land, while the
surrounding GE River Works complex would serve as a substantial buffer from abutting
residences (id.; Exh. HO-PA-21). The Company provided data indicating that the gas/oil
GTCC and the oil-fired GTCC alternatives would each require eight acres; the CFB
alternative and pulverized coal steam alternative would each require 48 acres; and the

residual oil steam alternative would require 40 acres (Exh. AL-40, attach. RLC-8)."*® The

13 The Company reported that the estimated site size for the generic GTCC alternatives
was based on a nominal 120 MW rating, while the CFB alternative, pulverized coal
steam alternative and the residual oil steam alternative site sizes were based on a
(continued...)

-117-



EFSB 91-102 Page 111

Company indicated that all land use figures included fuel storage requirements, which were
obtained from the 1991 GTF Report (id.).!*

With respect to fuel storage for the proposed project itself, the Company stated it
would utilize off-site storage of back-up oil in conjunction with the operation of a 10,000
gallon delivery truck (See Section II.C.3.b. for a further discussion of back-up fuel supply
for the proposed project) (Exh. HO-PA-19). The Company indicated that it has a contracted
firm supply for 365 days of gas, and therefore, would not require the amounts of back-up
storage associated with the technology alternatives (id.; Exh. AL-40, attach. RLC-8).

Altresco stated that it assumed a 30-day on-site fuel storage capacity for all five of the
alternatives (Exh. HO-PA-19). The Company explained that this figure is based on the
design value associated with the reliance on rail and/or water transport of liquid or solid
fuels (id.). Altresco indicated that the storage requirements for the GTCC gas/oil alternative,
the oil-fired GTCC alternative, and the residual oil steam alternative would be 800,000
gallons of oil located on two acres (Exh. AL-40, attach. RLC-8). For the CFB alternative

139(.. .continued)
nominal 200 MW rating (Exh. AL-40, attach. RLC-8).

The Siting Board notes that utilizing one nominal MW size for all of the identified
alternatives would provide different comparative results than detailed above. In
addition, the Siting Board notes that the GTF report does not utilize a 120 MW
nominal size but provides data in 100 MW increments, Therefore, for a nominal 100
MW size the 1992 GTF indicates that the gas/oil GT'CC and the oil-fired GTCC
alternative would utilize eight acres; the CFB alternative and pulverized coal steam
alternative would utilize 37 acres; and the residual oil steam alternative would utilize
31 acres (Exh. HO-PA-5). In addition, for a nominal 200 MW size the 1992 GTF
indicates that the gas/oil GTCC and the oil-fired GTCC alternative would utilize
eleven acres; the CFB alternative and pulverized coal steam alternative would utilize
48 acres; and the residual oil steam alternative would utilize 40 acres (id.).

140 The Siting Board notes that while the Company stated that the plant area data was
taken from the 1991 GTF Report, the Company provided pertinent pages from the
1992 GTF as documentation for the performance data and site size (Exhs. AL-40,
attach. RLC-8; HO-PA-5).
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and pulverized coal steam alternative, the Company estimated storage requirements would be
50,000 tons of coal located on three acres (id.).

The record indicates that the proposed project would require approximately six acres
and the generic alternatives, when taken on an equal nominal ranking of 200 MW, would
require from eleven acres to 48 acres. Altresco has indicated that the land available within
the GE River Works Complex to site a facility is limited, and that its proposal, including fuel
storage would use a small parcel of available land, consisting of approximately six acres. As
indicated by Altresco, it is also important to factor in the existence of an adequate buffer for
any type of facility. Altresco has demonstrated that the GE River Works complex functions
as an adequate buffer from the surrounding communities.

The Siting Board notes that while the gas/oil GTCC and the oil-fired GTCC
alternatives would require close to twice the acreage required for the proposed project, the
increment of an additional five acres may only generate a small increase in land use impacts
and could conceivably still be located on the GE site. Accordingly, the Siting Council finds
that the proposed project is comparable to the GTCC gas/oil alternative and oil-fired GTCC
alternative in regard to land use and fuel storage impacts.

Further, the Siting Board notes that the land requirements associated with the residual
oil steam alternative at 40 acres and the CFB alternative and pulverized coal steam
alternative at 48 acres are substantially larger than the aforementioned alternatives. It would
be extremely difficult to site facilities of this size on the existing GE site or in the general
vicinity. Accordingly, the Siting Board finds that the proposed project is preferable to the
CFB alternative, pulverized coal steam alternative, and residual oil steam alternative facilities

in regard to land use and fuel storage impacts.

d. Water Use
Under the category of water use the Company has included three sub-categories: water
usage associated specifically with cooling makeup; water usage associated with any other
forms of makeup; and wastewater discharges, of which water for cooling makeup constitutes
the most significant contribution by volume (Exhs. AL-40, attach. RLC-9; HO-RR-86). The
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Company provided data indicating that for total makeup purposes the water usage would be
on the order of 1,224 million gallons per day ("mgpd") for the proposed project; 1,250 mgpd
for the gas/oil GTCC alternative; 1,380 mgpd for the oil-fired GTCC alternative; and 2,690
mgpd for the remaining alternatives, including the CFB alternative, the pulverized coal steam
alternative and the residual oil steam alternative (id.).’' With respect to wastewater, the
proposed project would discharge 290 mgpd; the gas/oil GTCC alternative, the pulverized
coal steam alternative and the residual oil steam alternative would each discharge 300 mgpd;
the oil-fired GTCC alternative would discharge 370 mgpd; and the CFB alternative would
discharge 500 mgpd (id.).

The Company stated that based on the above data, water requirements of the proposed
project would be very similar to that of the gas/oil GTCC alternative, and that the slightly
higher requirements of the generic gas/oil GTCC alternative would be attributable to the need
for water injection for NOx control during the two months of oil firing (Exh. AL-40, at 16).
The higher quantity of water usage for the oil-fired GTCC alternative is also attributable to
the need for water injection during NOx control associated with oil use (id.). Further, the
Company reported that the significantly higher water use for the CFB alternative, pulverized
coal steam alternative and residual oil steam alternative facilities is attributable to the full
steam cycle options inherent in these systems, versus combined-cycle with the use of dry
low-NOx, inherent in these systems (id.).

The record indicates that the water usage requirements are very similar for the
proposed project, the gas/oil GTCC alternative and the oil-fired GTCC alternative. The full
steam cycle design associated with the CFB alternative, pulverized coal steam alternative and
residual oil steam alternative would lead to an approximately 100 percent increase in water
usage requirements over the GTCC alternatives. Accordingly, for the purpose of this
review, the Siting Board finds that the proposed project is comparable to the gas/oil GTCC

and oil-fired GTCC alternative facilities with respect to water use, Further, the Siting Board

41 The Company assumed that the proposed project, gas/oil GTCC alternative and oil-
fired GTCC alternative would each incorporate dry low-NOx controls, thereby
reducing water requirements associated with pollution controls (Exh, HO-PA-10).
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finds that the proposed project is preferable to the CFB alternative, pulverized coal steam

alternative and residual oil steam alternative with respect to water use.

e. Solid Waste

The Company provided data that indicated that all of the GTCC alternatives -- the
proposed project, the gas/oil GTCC alternative and the residual oil GTCC alternative --
would produce the same quantity of solid waste, consisting of 700 tpy (Exh. AL-40, attach.
RLC-9). Altresco identified the solid waste as sludge created by the pretreatment of recycled
secondary sewage effluent that is to be used as cooling tower makeup (See Section III.C.2.b.
for a further discussion of the use of effluent) (id. at 16; Exh. HO-E-1, at 5-15). Altresco
noted that the estimated quantity of sludge to be produced by the generic GTCC alternatives
is based on the assumption that the other generic alternatives would also utilize secondary
effluent (Exh. AL-40, at 17).

The Company’s data indicates that the residual oil steam alternative would generate
35,000 tpy, the second highest quantity of solid waste (id., attach. RLC-9). Further, the
Company presented data indicating that both the CFB alternative and pulverized coal steam
alternative facilities would generate 145,000 tpy of solid waste (id.). Altresco stated that the
solid waste for all three alternatives would consist primarily of the by-products from the
removal of SO, from combustion exhaust (id. at 17). The Company further explained that
the higher quantity of solid waste associated with the two facilities fueled by coal reflects the
additional requirements for the removal of coal ash from the boiler and particulate systems
(id.). Altresco stated that, although the potential for beneficial reuse of coal ash exists, the
coal ash produced from the operation of the coal-fired facilities would still need to be
transported from the site resulting in impacts (Exh. HO-PA-24).

Noting that the form of transportation for solid waste removal depends on the quantity
to be disposed, the Company indicated that the proposed project, the gas/oil GTCC
alternative and the oil-fired GTCC alternative would use truck transport and the CFB

alternative, pulverized coal steam alternative and residual oil steam alternative would use rail
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transport (Exh. AL-40, at 17, attach, RLC-9).*2 Altresco stated that 20 trucks per year
would be necessary for each of the GTCC options while 350 rail cars per year would be
necessary for the residual oil steam alternative, and 1,450 rail cars would be utilized for both
the CFB alternative and pulverized coal steam alternatives (id.).

The record indicates that the amount of solid waste produced by the proposed project,
the gas/oil GTCC alternative, and the oil-fired GTCC alternative would be significantly less
than the quantities produced by the CFB alternative, pulverized coal steam alternative and
residual oil steam alternative. The amount produced by the GTCC alternatives, 700 tpy, is
approximately .5 percent of the amount produced by the CFB alternative and pulverized coal
facilities, and 2 percent of the amount produced by the residual coal steam alternative.
Further, the large quantities of solid waste produced by the CFB alternative, pulverized coal
steam alternative and residual oil steam alternative would necessitate numerous rail trips to
dispose of the waste off-site. The Siting Board notes that in most cases coal ash is shipped
out on the return trip via the train that transported the coal to the site. However, the record
does not provide details concerning such overlap and its effect on rail transport requirements.
In addition, the record indicates that coal ash potentially could be put to productive use,
reducing disposal requirements. However, such reuse is speculative, and the amount of solid
waste to be transported off-site would remain the same in any case.

Accordingly, the Siting Board finds that the proposed project is comparable to the
gas/oil GTCC alternative and the oil-fired GTCC alternative with respect to solid waste
impacts. In addition, the Siting Board finds that the proposed project is preferable to the

12 The Siting Board notes that although the Company did not specifically indicate where
the solid waste from the gas/oil GTCC alternative and the oil-fired GTCC alternative
would be disposed, the Siting Board notes that the Company stated that the solid waste
from the proposed project, comprising the same type of waste as the two generic
alternatives, would be trucked off-site and disposed in a licensed commercial landfill
(Exh. HO-E-1, at 5-19). In addition, Altresco stated that the solid waste removed
from the CFB alternative, pulverized coal steam alternative, and the residual oil steam
alternative, would be disposed at a remote location (Exh. AL-40, at 17).
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CFB alternative, pulverized coal steam alternative and residual oil steam alternative with

respect to solid waste impacts.

f, Findings and Conclusions on Environmental Impacts
With respect to air quality impacts, the Siting Board has found that (1) the proposed

project would be comparable to the gas/oil GTCC alternative, and (2} the proposed project
would be preferable to the oil-fired GTCC, CFB, pulverized coal steam, and residual oil
steam alternatives.

With respect to fuel transportation impacts, the Siting Board has found that the
proposed project would be preferable to the gas/oil GTCC, the oil-fired GTCC, CFB,
pulverized coal steam, and residual oil steam alternatives.

With respect to land use impacts, the Siting Board has found that (1) the proposed
project would be comparable to the gas/oil GTCC and oil-fired GTCC alternatives, and (2)
the proposed project would be preferable to the CFB, pulverized coal steam, and residual oil
steam alternatives.

With respect to water use impacts, the Siting Board has found that (1) the proposed
project would be comparable to the gas/oil GTCC and oil-fired GTCC alternatives, and (2)
the proposed project would be preferable to the CFB, pulverized coal steam, and residual oil
steam alternatives.

With respect to solid waste impacts, the Siting Board has found that (1) the proposed
project would be comparable to the gas/oil GTCC and oil-fired GTCC alternatives, and (2)
the proposed project would be preferable to the CFB, pulverized coal steam, and residual oil
steam alternatives.

In comparing the overall environmental impacts of the proposed project and the gas/oil
GTCC alternative, the Siting Board has found that the proposed project would be comparable
to the gas/oil GTCC with respect to air quality, land use, water use, and solid waste and
preferable with respect to fuel transportation.

Accordingly, based on the foregoing, the Siting Board has found that the proposed

project is comparable to the gas/oil GTCC alternative with respect to environmental impacts.
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In comparing the overall environmental impacts of the proposed project and the oil-
fired GTCC alternative, the Siting Board has found that the proposed project would be
preferable to the oil-fired GTCC with respect to air quality and fuel transportation and
comparable with respect to land use, water, and solid waste impacts.

Accordingly, based on the foregoing, the Siting Board has found that the proposed
project would be preferable to the oil-fired GTCC alternative with respect to environmental
impacts.

In comparing the overall environmental impacts of the propdsed project and the CFB
alternative, the Siting Board has found that the proposed project would be preferable to the
CFB alternative with respect to air quality, fuel transportation, land use, water use, and solid
waste.

Accordingly, based on the foregoing, the Siting Board has found that the proposed
project would be preferable to the CFB alternative with respect to environmental impacts.

In comparing the overall environmental impacts of the proposed project and the
pulverized coal steam alternative, the Siting Board has found that the proposed project would
be preferable to the pulverized coal steam alternative with respect to air quality, fuel
transportation, land use, water use, and solid waste.

Accordingly, based on the foregoing, the Siting Board has found that the proposed
project would be preferable to the pulverized coal steam alternative with respect to
environmental impacts.

In comparing the overall environmental impacts of the proposed project and the
residual oil steam alternative, the Siting Board has found that the proposed project would be
preferable to the residual oil steam alternative with respect to air quality, fuel transport, land
use, water use, and solid waste,

Accordingly, based on the foregoing, the Siting Board has found that the proposed
project would be preferable to the residual oil steam alternative with respect to environmental
impacts.

Accordingly, in comparing the overall environmental impacts of the proposed project,

the Siting Board finds that the proposed project and the gas/oil GTCC alternative, would be
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preferable to the oil-fired GTCC, CFB, pulverized coal steam and residual oil steam

alternatives with respect to environmental impacts.

4, Cost .
The Siting Board evaluates the proposed project in terms of whether it minimizes cost
by determining (1) if the proposed project is superior to a reasonable range of practical
alternatives in terms of cost, and (2) if the proposed project offers power at a cost below

purchasing utilities’ avoided costs.

a. Project Cost Comparison

(1) Description
The Company compared the costs of the proposed project with the gas/oil GTCC

alternative, oil-fired GTCC alternative, CFB alternative, pulverized coal steam alternative,
and residual oil steam alternative (Exh. AL-40)., Altresco explained that it modelled the
projected total revenue requirements'* of each of the alternatives over a 20-year period,
with an assumed in-service date of January 1, 1996 (id. at 4, 5).'*

The Company stated that it relied on the 1992 GTF for the cost and performance data

for the generic facilities, which included: capital costs and escalators; O&M costs and

3 To develop a cost in dollars per megawatt hours ("$/MWH") for each option, the
Company discounted the annual revenue requirements into net present value terms and
developed 20-year levelized costs (Exh. AL-40, at 5).

144 In projecting total revenue requirements for each alternative, Altresco utilized

consistent assumptions with respect to cost of debt, cost of capital, tax rate, and
depreciation (Exh. AL-40, at 4, 5).

-125-



v v b sdmlfibaiedodid e i e e

EFSB 91-102 Page 119

escalators; fuel costs and escalators; ' availability; and heat rates (id., Exhs. HO-PA-5;
AL-40, attach. RLC-2 and attach, RLC-6).'*  Altresco also provided
(1) high and low fuel price scenarios, based on assuming annual escalation factors ten
percent higher and ten percent lower than those in the 1992 GTF, for each of the generic
facilities'¥’, and (2) high and low interest rate scenarios, based on applying a nine percent
and 13 percent interest rate to all units, versus the base assumption of an 11 percent interest
rate (Exh. AL-40, at 8). The Company asserted that its analyses demonstrate that the
proposed project is superior to the identified generic options with respect to cost under a
variety of alternative future scenarios (id. at 9; Company Supplemental Brief at 22).
Altresco indicated that in order to provide cost estimates for the alternative
technologies consistent with the cost estimate for the proposed project, the Company adjusted
some of the base assumptions contained in the 1992 GTF, specifically those items relating to
fuel prices, heat rate and additional capital costs (Exh. AL-40, at 6, 7). In regard to fuel
prices, the Company updated the assumed prices to reflect the year-to-date fuel price for the
New England region (id.). Specifically, the coal, distillate oil, and residual oil figures are
average New England prices quoted from Electric Power Monthly, published by the DOE,
for the period January through May 1992 (Exh. HO-PA-7). Altresco stated that it derived
natural gas price estimates for both spot and interruptible gas through its parent companies’
experience with tracking natural gas prices, and including spot and interruptible
transportation prices through the beginning of October, 1992 (id.). Further, the Company

provided a comparison of its gas prices with DOE prices for the period of January through

4 The Company noted that the fuel price escalators for the coal and residual oil units

were escalated at rates specified in the 1992 GTF through the first year of operation
and thereafter were escalated at 4 percent above the GNP deflator, as directed in the
report (Exhs. HO-PA-3; HO-PA-6).
46 The Company utilized project specific cost data for the proposed facility based on the
actual capital cost information contained in the construction, O&M and fuel contracts
(Tr. 13, at 102, 115, 116, 129).

147 Altresco did not analyze high and low fuel price scenarios on the proposed project, as

the proposed projects’ fuel contract contains a fixed escalator (Exh. AL-40, at 8).
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April 1992, which detailed that the DOE average price of interruptible gas delivered to
power plants, at $2.57/MMBtu was slightly higher than the initial price Altresco used in its
cost analysis, at $2.53/MMBtu (id.).

With regard to the heat rate presented in the 1992 GTF, the Company adjusted this
rate to reflect the fact that the generic alternatives are cogeneration facilities and the GTF
assumes stand-alone facilities (Exh. AL-40, at 7)."*  Altresco explained that this
adjustment accounts for the energy input required to provide 55,000 Ibs/hr of steam to the
GE plant on an annual, average basis (Exh. HO-PA-10).

With regard to adjusting capital costs presented in the 1992 GTF, the Company added
the cost of SCR equipment for the two generic combined-cycle units -- the gas/oil GTCC
alternative and the oil-fired GTCC alternative, however it did not include an adder for the
cost of dry low-NOx combustion technology (Exhs. HO-PA-11; AL-40, at 7)."° In
addition, the cost of an on-site natural gas pipeline lateral, and associated compression was
added to the gas/oil GTCC alternative (Exh. AL-40, at 7). Finally, transmission line costs
were added to each generic option (id.). Table 8, below, details the costs for the

alternatives.

148 1In addition to adjusting the heat rate to reflect cogeneration capability, the Company
also adjusted the heat rate on the generic combined cycle facilities by 0.5% to take
into account the energy penalty of incorporating SCR for NO, control (Exh. HO-PA-
10).

149 The Company stated that it did not make any additional adjustments to reflect the costs
of other emission control equipment (Exh. HO-PA-11). Altresco stated that it
understood that the 1992 GTF included the cost of scrubbers in the capital cost
estimates for the coal-fueled alternatives (id.).
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TABLE 8
TECHNOLOGY PARAMETERS AND LEVELIZED COSTS
(1996$/MWH)
Altresco | Gas/Qil Oil CFB Coal Oil
GTCC Fired Steam Steam
GTCC
Levelized Cost $74.31 $03.63 $121.41 | $119.76 $127.89 $106.16
(1996$/MWH)
150
Heat Rate 8600 8904 8904 10077 10402 9712
(Btu/kWh)
Availability 92.0% 86.8% 86.8% 83.5% 81.4% 84.7%
Factor
Capital Costs $1,069 $1,064 $1,034 $2,977 $3,122 $1,834
19968/ KW-yr

Source: Exh. AL-40, attach. RLC-2 (rev.)

Altresco asserted that its estimates of costs for the generic alternatives were

conservative, that it tended to understate the cost based on a number of factors, each

attributable to one or more specific generic alternative (Exhs. HO-PA-3; HO-PA-8; HO-PA-

11). For example, the Company stated that the cost estimate for the gas/oil GTCC

alternative was conservative because: (1) it was assumed that the alternative could be

130 As noted, the levelized cost estimates are based on data from the 1992 GTF. The
Siting Board notes that another reference source has also been used in prior cases, the
Electric Power Research Institute Technical Assessment Guide ("TAG Report"). The
Company stated that utilizing the TAG Report results in some differences from the
1992 GTF in the ranking of levelized costs for generic technologies, specifically that
the levelized costs of the coal units would be cheaper than those of the oil-fired GTCC
alternative and residual oil steam alternative (Tr. 13, at 40-41, 133). However,
Altresco stated that the proposed project and the gas/oil GTCC would still show the
lowest and second-lowest levelized costs, respectively, both outranking the coal

alternatives (id., at 40).
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operated with ten months of interruptible gas rather than firm gas, and two months of backup
0il;**! (2) local distribution company charges were not included, but likely would be
applicable to a generic gas/oil GTCC alternative; and (3) the initial price utilized for spot gas
was low relative to current prices™ (Exhs. HO-PA-3; HO-PA-8). Further, the Company
noted that the price of distillate oil was based on a content of 0.3 percent sulfur, not
reflecting the estimated seven to ten cents per gallon higher cost for the 0.05 percent low-
sulfur fuel to be used, thereby understating the likely cost of the gas/oil GTCC alternative,
the oil-fired GTCC alternative and the residual oil steam alternative (Exh. HO-PA-3), In
addition, the Company stated that it did not add the cost of dry low-NOx combustion
technology to the gas/oil GTCC and oil-fired GTCC alternatives, even though such
technology is to be included in the proposed project and was assumed for the environmental
analysis of the alternatives (Exh. HO-PA-11). Finally, Altresco noted that it did not include
the cost of treating secondary untreated effluent from the LWSC, which would affect the cost
of all of the generic alternatives (id.).

Altresco asserted that the lower costs for its proposed project (see Table 8) are
attributable to the extremely favorable firm price gas contract, which combines both a low
base price with a fixed average escalation rate that is lower than that under every present
New England gas price forecast (Tr. 13, at 97). The Company stated that even if there were
a substantial savings in the cost of interruptible gas relative to the cost of firm gas, firm gas
would still be preferable in the long-run as there is uncertainty regarding future price

escalation (id. at 95). In addition, for all of the technologies, the Company has stated that it

151 Altresco reported that it would be extremely difficult to operate a project on ten
months of interruptible gas, as eight to nine months per year has traditionally been the
extent of the period for available interruptible gas supply in New England (Exh. HO-
PA-3; Tr. 13, at 93).

12 The Company indicated that as of October 1992, the price of spot gas had risen over
the most recent three months, whereby the cost was 36 percent higher than Altresco’s
assumed 1992 price for the generic facility (Exh. HO-PA-7). The Company noted
that the delivered price of interruptible gas was also higher than their projected price

(id.).
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assumed fuel prices will rise in the future, and that there is no basis for anticipating level or
declining gas prices over 20 years (id. at 96).

Finally, the Company provided analyses of the project costs of its proposed project
relative to the avoided costs of seven Massachusetts utilities (Exhs. AL-31 through AL-39
inclusive). These analyses indicated that Altresco would be able to offer its power at or
below all of the utilities’ avoided costs (id.).

(2) Analysis
With respect to the proposed project, the record indicates that the 20-year levelized

cost would be $74.31/MWH. In comparing the proposed project to the alternatives, the
Company’s estimates of the 20-year levelized costs of the alternatives and the respective
percentage difference from the 20-year levelized cost of the proposed project are as follows:
(1) the gas/oil GTCC alternative, $93.63/MWH, 20.6 percent higher than that of the
proposed project; (2) the oil-fired GTCC alternative, $121.41/MWH, 38.8 percent higher
than that of the proposed project; (3) the CFB alternative, $119.76/MWH, 37.9 percent
higher than that of the proposed Project; (4) the pulverized coal steam alternative,
$127.89/MWH, 41.9 percent higher than that of the proposed project; and (5) the oil steam,
$106.16/MWH, 30.0 percent higher than that of the proposed project.

The Siting Board notes that the Company’s cost analysis was based on 20-year
levelized cost, and did not include cost estimates over a longer 25-year or 30-year life that
may be more favorable for considering the cost-effectiveness of the most capital-intensive
technologies, notably the CFB and pulverized coal steam alternatives. Given that the costs of
a generating facility are likely to be spread over a 30-year or longer period rather than a 20-
year period, and that the capital costs of the CFB alternative or pulverized coal steam
alternative are significantly higher than the proposed project, the Siting Board recognizes that
the use of a 30-year levelized cost could decrease the cost of CFB and pulverized coal steam
alternatives relative to the proposed project . See, EEC (Remand) at 144. However, given
the significant difference in the 20-year levelized costs of the proposed project versus the

CFB alternative and pulverized coal steam alternative, it is highly unlikely that the outcome
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would reflect a large enough change in levelized costs over 30-years for the proposed project
relative to those of the CFB and pulverized coal steam alternatives to alter the relative cost
superiority of the proposed project.

Accordingly, based on the foregoing, the Siting Board finds that the proposed project
would be preferable to the gas/oil GTCC, oil-fired GTCC, CFB, pulverized coal steam and
residual oil steam alternatives with respect to cost.

In addition, the record indicated that Altresco could provide power at a cost below
seven Massachusetts utilities” avoided costs. Accordingly, the Siting Board finds that the
proposed project is likely to offer power at a cost below the purchasing utilities’ avoided

cost.

5. Reliability
In this section the Siting Board compares the proposed project to the technology
alternatives with respect to unit-specific reliability. The Siting Board notes that unit-specific
reliability relates to the predictability of unit operation. As such, the Siting Board considers
such factors as the anticipated availability, the maturity of the technology, and the reliability
of the fuel supply in comparing the reliability of the proposed project with the reliability of
the technology alternatives. EEC (Remand) at 149.

Altresco stated that it based its reliability assumptions on fuel supply, transportation
arrangements, and project availability (Exh. AL-42, at 9). The Company acknowledged that
since all of the alternatives have an expected availability of over 80 percent, all are
considered highly reliable technologies, however, the Company did note that the proposed
project’s availability is more than five percent higher than the other alternatives (id.). With
respect to the gas/oil GTCC alternative, the oil-fired GTCC alternative, and the residual oil
steam alternative, the Company noted reliability problems associated with dependence on

imported oil, such as supply disruptions and price spikes (id., at 10)." In fact, in terms

13 The Company noted imported oil comprises approximately 50 percent of U.S. oil
supplies (Exh. AL-42, at 10).
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of supply and deliverability, Altresco noted that both gas and coal are domestic resources for
which a firm supply and transportation arrangements are available (Exh. HO-PA-16).
Therefore, the Company asserted that, based on fuel supply and transportation reliability, the
proposed project is superior to the gas/oil GTCC, the oil-fired GTCC, and the residual oil
alternatives, and comparable to the CFB and pulverized coal alternatives (id.).

With respect to the proposed project, the Company indicated that the availability of
the proposed project would be 92 percent (id.). As discussed in Section II.B.2., above, the
Company based this rate on the actual availability rate of the Altresco Pittsfield facility which
is technologically similar to the proposed project. In addition, the Company has contracted
for a firm, long-term fuel supply and transportation arrangement, ensuring that the gas
supply for the proposed project would be limited in its volatility. See Section I1.C.3.b.,
below.

In comparing the reliability of the proposed project to the reliability of the gas/oil
GTCC alternative, the Siting Board notes that the availability factor for the gas/oil GTCC
alternative is assumed to be 86.8 percent, 5.6 percent lower than the availability factor of the
proposed project. Such a difference in availability of the two technologies, while indicating
that the proposed project would be slightly preferable to the gas/oil GTCC alternative in
annual facility operation does not represent a significant difference for purposes of this
review in and of itself. However, the Siting Board notes that the gas/oil GTCC alternative
does not have a realistic fuel supply and likely would not be financiable or permittable based
on the assumed fuel supply (see Section II.B.4.b, above).'™ Therefore, taken together,
both the lower availability and unrealistic fuel supply renders the oil/gas GTCC alternative a
potentially unreliable energy source. Accordingly, based on the foregoing, the Siting Board
finds that the proposed project would be preferable to the gas/oil GTCC alternative with

respect to reliability.

134 Altresco noted that interruptible gas is subject to regular curtailment, primarily during
cold weather periods (Exh. AL-42, at 10). Further, the Company stated that the price
of spot gas is volatile, with no end to future volatility predicted (id.).
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In comparing the proposed project to the oil-fired GTCC alternative, the Siting Board
notes that the record indicates that the availability factor of the oil-fired GTCC alternative
would be comparable to the gas/oil GTCC alternative. As the Siting Board finds no basis in
the record to support the Company’s argument that dependence on imported oil presents
reliability problems, the Siting Board must reject such a conclusion. Accordingly, based on
the foregoing, the Siting Board finds that the proposed project would be comparable to the
oil-fired GTCC alternative with respect to reliability.

With regard to the CFB alternative, the record indicates the likely availability factor
would be 83.5 percent, 9.2 percent lower than the availability factor of the proposed project.
Such a difference in availability of the two technologies indicates that the proposed project
would be slightly preferable to the CFB alternative in annual facility operation, but does not
represent a significant reliability difference for purposes of this review. Further, as the
Company noted, coal, a domestic fuel source does not raise reliability concerns.
Accordingly, based on the foregoing, the Siting Board finds that the proposed project and the
CFB alternative would be comparable with respect to reliability.

With regard to the pulverized coal alternative, the record indicates the likely
availability factor would be 81.4 percent, 11.5 percent lower than the availability factor of
the proposed project. Such a difference in availability of the two technologies indicates that
the proposed project would be slightly preferable to the pulverized coal in annual facility
operation, but does not represent a significant difference for purposes of this review.
Further, as noted above, the fuel supply and transportation arrangements would be
comparable to the CFB alternative. Accordingly, based on the foregoing, the Siting Board
finds that the proposed project and the pulverized coal alternative would be comparable with
respect to reliability.

With regard to the residual oil alternative, the record indicates the likely availability
factor would be 84.7 percent, 8 percent lower than the availability of the proposed project.
Such a difference in availability of the two technologies indicates that the proposed project
would be slightly preferable to the residual alternative in annual facility operation, but does

not represent a significant difference for purposes of this review. In addition, as noted
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above, the fuel supply and transportation arrangements is comparable to the oil-fired GTCC
alternative. Accordingly, based on the foregoing, the Siting Board finds that the proposed
project would be comparable to the residual oil alternative with respect to reliability.

Accordingly, the Siting Board finds that the proposed project would be comparable to
the oil-fired GTCC, CFB, pulverized coal steam and residual oil steam alternatives with
respect to reliability. Further, the Siting Board finds that the proposed project would be
preferable to the gas/oil GTCC alternative with respect to reliability.

6. Comparison of the Proposed Project and Technology Alternatives
In City of New Bedford, the Court stated that "the statute mandates that the [Siting

Clouncil balance environmental harm that would be caused by a new power plant against the
other statutory objectives -~ providing a necessary energy supply at the lowest possible cost.”
413 Mass. at 485. In addition, the Court stated "[t]he statutory mandate, however, requires
that the energy the facility will supply is necessary for the Commonwealth; that the supply of
the energy involves a minimum impact on the environment; and that such energy is supplied
at the lowest possible cost. Thus, the statutory balance involves weighing minimum
environmental impact and cost.” Id., 413 Mass. at 486. In addition, the Court stated that
the Siting Council would need to explicitly state that it was approving a project with greater
environmental impacts than alternatives on the basis of a determination that other factors
outweighed those environmental impacts. Id. at 490.

In Section II.B.1., above, the Siting Board found that, in order to establish that a
proposed project is preferable to technology alternatives in its ability to provide a necessary
energy supply for the Commonwealth with a minimum impact on the environment at the
lowest possible cost, the Siting Board would require the applicant to establish that, on
balance, its proposed project is superior to alternate approaches in the ability to address the
previously identified need and in terms of cost, environmental impact and reliability.

In Sections I1.B.3., II.B.4., and II.B.5., above, the Siting Board has analyzed the

record, by comparing the proposed project against generating technology alternatives that
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have been determined capable of meeting the identified need, and on the basis of their
specific impacts on the environment, costs and reliability.

In comparing the environmental impacts of the proposed project to the environmental
impacts of the technology alternatives, the Siting Board has found that the proposed project
and the gas/oil GTCC alternative would be preferable to the oil-fired GTCC, CFB,
pulverized coal steam and residual oil steam alternatives with respect to environmental
impacts.

In comparing the costs of the proposed project to the costs of the technology
alternatives, the Siting Board has found that the proposed project would be preferable to the
gas/oil GTCC, oil-fired GTCC, CFB, pulverized coal steam and residual oil steam
alternatives with respect to cost.

In comparing the reliability of the proposed project to the reliability of the technology
alternatives, the Siting Board has found that (1) the proposed project would be preferable to
the gas/oil GTCC alternative with respect to reliability, and (2) the proposed project would
be comparable with respect to the oil-fired GTCC, CFB, pulverized coal steam and residual
oil steam alternatives with respect to reliability.

As noted above, the proposed project is preferable to the gas-oil GTCC alternative
with respect to cost and reliability. Further, the proposed project is comparable to the gas-
oil GTCC with respect to environmental impacts. Accordingly, based on the foregoing, the
Siting Board finds that the proposed project is superior to the gas-oil GTCC alternative with
respect to providing a necessary energy supply with a minimum impact on the environment at
the lowest possible cost,

With regard to the oil-fired alternative, as noted above, the proposed project is
preferable to the oil-fired GTCC alternative with respect to environmental impacts and cost.
Further, the proposed project is comparable to the oil-fired GTCC alternative with respect to
reliability. Accordingly, based on the foregoing, the Siting Board finds that the proposed
project is superior to the oil-fired GTCC alternative with respect to providing a necessary

energy supply with a minimum impact on the environment at the lowest possible cost.
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With regard to the CFB alternative, as noted above, the proposed project is preferable
to the CFB alternative with respect to environmental impacts and cost. Further, the proposed
project is comparable to the CFB alternative with respect to reliability. Accordingly, based
on the foregoing, the Siting Board finds that the proposed project is superior to the CFB
alternative with respect to providing a necessary energy supply with a minimum impact on
the environment at the lowest possible cost.

With regard to the pulverized coal steam alternative, as noted above, the proposed
project is preferable to the pulverized coal steam alternative with respect to environmental
impacts and cost. Further, the proposed project is comparable to the pulverized coal steam
alternative with respect to reliability. Accordingly, based on the foregoing, the Siting Board
finds that the proposed project is superior to the pulverized coal steam alternative with
respect to providing a necessary energy supply with a minimum impact on the environment at
the lowest possible cost.

With regard to the residual oil steam alternative, as noted above, the proposed project
is preferable to the residual oil steam alternative with respect to environmental impacts and
cost. Further, the proposed project is comparable to the residual oil steam alternative with
respect to reliability. Accordingly, based on the foregoing, the Siting Board finds that the
proposed project is superior to the residual oil steam alternative with respect to providing a
necessary energy supply with a minimum impact on the environment at the lowest possible
cost.

Accordingly, based on the foregoing, the Siting Board finds that the Company has
established that the proposed project is superior to all alternative technologies reviewed with
respect to providing a necessary energy supply with a minimum impact on the environment at

the lowest possible cost.

C. Project Viability
1. Standard of Review
The Siting Council previously determined that a proposed non-utility generating

project is likely to be a viable source of energy if (1) the project is reasonably likely to be
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financed and constructed so that the project will actually go into service as planned, and (2)
the project is likely to operate and be a reliable, least-cost source of energy over the life of
its power sales agreements. Enron, 23 DOMSC at 89; EEC, 22 DOMSC at 295; NEA, 16
DOMSC at 380.

In order to meet the first test of viability, the proponent must establish (1) that the
project is financiable, and (2} that the project is likely to be constructed within the applicable
time frames and will be capable of meeting performance objectives. In order to meet the
second test of viability, the proponent must establish (1) that the project is likely to be
operated and maintained in a manner consistent with appropriate performance objectives, and
(2) that the proponent’s fuel acquisition strategy reasonably ensures low-cost, reliable energy
resources over the terms of the power sales agreements. Enron, 23 DOMSC at 89; EEC, 22
DOMSC at 296; Altresco-Pittsfield, 17 DOMSC at 378.

Here, Altresco submits that the project fully meets each of the project viability tests,

and that the proposed project will be a viable source of energy (Company Initial Brief at 81).

2. Financiability and Construction

a. Financiabilit
In considering a proponents’ strategy for financing a proposed project, the Siting

Board considers whether a project is reasonably likely to be financed so that the project
would actually go into service as planned. Here, Altresco indicated that Altresco Financial
the parent company of Altresco, is responsible for arranging and overseeing the financing for
the proposed project (Exh. AL-2, at 8-1). The Company asserted that favorable financial
scenarios, a comprehensive financing strategy, low avoided costs, and attractive financing
characteristics demonstrate that the proposed project is financiable (Company Initial Brief at
81-87).
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Altresco asserted that the it has financial strength and substantial experience in energy
project financing (id. at 82; Exh. HO-V-21).!¥ The Company stated that Altresco
Financial has handled the financing for two projects in Massachusetts, the Altresco Pittsfield
cogeneration facility and the Berkshire Gas Pipeline project (Exh. HO-V-21). The Company
indicated that Altresco Financial is involved in the early stages of developing projects in
Arizona and Nevada, but stated that it has not financed a project outside of Massachusetts
(Exh. HO-B-6; Tr. 4, at 27). The Company asserted that the assets of Altresco Financial are
substantial, and were documented as $190 million in its last audited financial statement
(Tr. 4, at 24; Company Initial Brief at 85),!%

Altresco stated that General Electric Capital Corporation ("GECC") would provide the
construction loan financing for the proposed project (Exh. AL-2, at &-1; Tr. 4, at 12). In
addition, the Company stated that GECC has an option to provide permanent funding and
would be the likely source of such funding (Exh. AL-2, at 10-1). Altresco indicated that
GECC was the only choice for providing financing for the project at this time due to a prior
commitment by Altresco Financial, Inc. with GECC (Exhs. HO-V-20; HO-V-27; Tr. 4,
at 18). The Company explained that, as part of the terms of financing for Altresco Pittsfield,
GECC has the right of first refusal to provide financing to the Altresco Lynn project and an
additional project to be named later (Exh. HO-V-20; Tr. 4, at 21),'7

15 The Company provided background data indicating that the Chairman of the Board of
Altresco Financial, Inc. has 25 years of experience in project and real estate
development, and the President and Chief Executive of Altresco has over 30 years of
experience in financial planning and business strategies (Exh. HO-B-3).

136 Altresco indicated that this figure, in accordance with financial reporting standards,
includes the Altresco Pittsfield facility even though it is a leased facility (Tr. 4, at 24),

157 The Company stated that the concessions for future financing arrangements with
GECC were made after GECC agreed to finance Altresco Pittsfield on short notice
following the withdrawal of Altresco’s primary lender’s financing commitment (Tr. 4,
at 11).
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Altresco stated that the project is to be financed under a sale-and-leaseback agreement
(Tr. 4, at 7; Company Initial Brief at 85)."® Mr. Lutz stated that the Altresco Pittsfield
project was also financed under a sale-and-leaseback arrangement, and that this method is
preferred by GECC (Tr. 4, at 11, 14). Mr. Lutz asserted that the economic returns to
Altresco under a sale-and-leaseback are comparable to those under conventional mortgage
financing, and further, that GECC is committed to providing market rate financing (id. at 11,
17). The Company indicated that the financing documents are in place,'*® and that it
anticipated that the construction loan closing would occur at the end of 1992' (id. at 19;
Exh. HO-V-22).

Altresco indicated that the internal rate of return ("IRR") is the accepted indicator of
financial feasibility to be used for a sale-and-leaseback arrangement, as sale-and-leaseback is
comparable to the utilization of 100% equity (Exh. HO-V-18; Tr. 4, at 10).'®! The
Company stated that an acceptable IRR for the proposed project, given current market
conditions, is in the 12% range (Exh. HO-V-18; Tr. 4, at 13). Further, Mr. Lutz asserted

138 Under the sale-and-leaseback transaction, at the close-out of construction, prior to

commercial operation, a partnership consisting of Altresco as the general partner, and
GECC (or an affiliate) as a limited partner, would acquire the facility from Altresco
and lease it back to Altresco (Tr. 4, at 7-8). The Company indicated that the limited
partner(s) would provide the bulk of the equity (id. at 27).

1% Altresco stated that the Amended and Restated Loan and Security Agreement has been
signed (Tr. 4, at 69).

160 Altresco stated that it based the December closing date on the assumption that all
major permits would be issued by December 1, 1992 (Exh. HO-V-22). Mr. Lutz also
indicated that if Altresco did not sell a significant amount of power by the
aforementioned closing date, that the financial closing would be delayed, and that the
project would have a 1996 start date rather than the 1995 start date originally
envisioned (Tr. 4, at 29). However, he asserted that the project would still be viable
with a 1996 on-line date (id.).

161 The Siting Board notes that in previous decisions, debt coverage ratios have been

identified as the indicators used by lenders to determine financial feasibility.
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that an IRR of 12% or greater indicates sufficient cash flows to provide equity holders with
an acceptable rate of return (Tr. 4, at 10).

The Company provided pro formas under scenarios involving a range of capital costs
and different proportions of capacity sold under long-term contracts (Exhs. HO-V-17;
HO-V-31).1¢ Altresco asserted that even under conservative financial assumptions, the pro
formas show an acceptable IRR for the project (Company Initial Brief at 85). The Company
acknowledged that under its low case scenario for long-term capacity power sales, the IRR
would not meet the 12% threshold (id.).’* However, Altresco asserted that, since it has a
signed and approved contract with ComElectric for 25 MW and is the sole project in BECo’s
RFP 3 Award Group for 132 MW, the low case scenario for capacity sold no longer applies
(see Section II.A.2., for a further discussion of power sales) (id. at 85; Exhs. HO-MB-1;
HO-MB-128; HO-RR-30). Mr. Lutz also indicated that any additional funds required over
the current project-cost estimates would be handled by the sale-and-leaseback equity
participants (Tr. 4, at 16). Further, he stated that if the project is delayed and interest rates
rise considerably, the project would still be able to maintain an acceptable IRR to investors,
as shown in the high case capital cost scenario (Exh. HO-V-31; Tr. 4, at 24).

The Company asserted that it has a comprehensive marketing strategy, centered
around a marketing committee consisting of various experts in the field (Exh. AL-2, at 5-2).
Altresco stated it has submitted three bids to the Massachusetts Bay Transportation Authority
("MBTA"), a bid to the Vermont Department of Public Service, and to two other utilities for
smaller amounts of power (Exh. HO-MB-3). The Company further stated that it is reviewing

its options to submit bids as needed, for other utility solicitations until the entire capacity of

122 Altresco provided two alternative levels of capacity sold -- the low case assumed 85

MW sold under long-term contracts and 85 MW sold on an energy only basis, and the
second case assumed 140 MW sold under long-term contracts and 30 MW sold on an
energy only basis (Exh. HO-V-17).

'€ The Company’s analysis included a base case pro forma, assuming that 100% of the

Altresco capacity will be sold under long-term contract, and two pro formas reflecting
lower levels of capacity sold under long-term contracts, specifically 140 MW (83 %)
and 85 MW (50%) (Exh. HO-V-17).
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the proposed project is committed (id.). The Company provided analyses of the project costs
of its proposed facility relative to the avoided costs of several Massachusetts utilities

(Exhs. AL-31 through AL-39 inclusive). These analyses indicated that Altresco would be
able to offer its power at or below the utilities” avoided costs (id.). See Section II.B.4.,
above.

The Siting Board notes that if the Company signs a contract with BECo for 132 MW,
Altresco will be in a very favorable position to obtain project financing. In addition, due to
prior agreements with GECC, and GECC’s direct involvement in the sale-and-leaseback
arrangement, there is a strong incentive for GECC to maintain the financing relationship.

In addition, Altresco pro formas indicate that Altresco would be able to offer power at or
below utilities” avoided cost -- a necessity in signing additional long-term PPAs. The
Company has also indicated that the sale-and-leaseback equity participants are willing to be
flexible in their equity contributions. The Siting Board notes that while the financial
experience of Altresco itself, is not as extensive as that of applicants in recent Siting Board
decisions, the experience of the principals is strong.

Altresco has presented a number of scenarios which address the sensitivity of project
finances to capital costs and the amount of capacity sold under long-term contracts. The
range of assumptions provided by Altresco, including the base case assumptions, is
reasonable and consistent with scenarios reviewed by the Siting Council in prior decisions.
The results of these analyses indicate that in accordance with acceptable IRRs, the Altresco
project is financiable under a broad array of scenarios, with the exception of one low case
scenario for capacity sold under long-term contract. While the Company has determined that
this scenario is no longer applicable due to its contract with BECo, the Siting Board notes
that, in the event that Altresco and BECO do not sign a contract, Altresco would need to
market a significant portion of its remaining capacity to be financiable. In Section II.A.5.,
above, the Siting Board was unable to find need for the proposed project prior to the year
2000. Therefore the Siting Board required Altresco to submit signed and approved PPAs
with BECo for 132 MW or signed and approved PPAs for at least 75 percent of the proposed
projects’ electric output to establish need. The Siting Board notes that in light of the
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uncertainty of need in the early years of planned facility operation, it may be difficult for the
Company to market a sufficient portion of its capacity to be financiable. Nevertheless, if
Altresco complies with the condition regarding PPAs, the Company will be able to ensure
that the proposed project is financiable.

Based on the foregoing, the Siting Board finds that upon compliance with the
condition in Section II.A.S, above, Altresco will have established that its proposed project is

financiable.

b. Construction

In considering a proponent’s construction strategy for a proposed project, the Siting
Board considers whether the project is reasonably likely to be constructed and go into service
as planned. Here, Altresco indicated that the engineering, procurement and construction
("EPC") contract has been awarded to United Engineers and Constructors ("UE&C"}

(Exh. AL-4, at 2). The Company provided an executed contract between Altresco and
UE&C dated January 28, 1992, to provide EPC services for the proposed project (Exh. HO-
RR-20).

Altresco stated that UE&C would be responsible for the complete design, engineering,
procurement, construction, instalflation and performance testing of the proposed facility (id.).
The final contract contains a set of binding terms and conditions and a fixed price with
bonus/penalty provisions (id.). Altresco stated that these conditions would ensure timeliness
of completion, maximum output and efficient construction of the project (Exh. AL-2, p. 6-2).
The Company indicated that it intends to utilize pre-packaged construction techniques (Tr. 3,
at 72). Altresco asserted that pre-packaged construction is necessary due to the lack of
available laydown area, and further noted that pre-packaged construction improves quality
control (id.; Exh. HO-V-4).

Altresco stated it selected UE&C based on experience and a strong management team
(Exh, HO-V-3). Further, the Company asserted that a team consisting of Mr. Gotlieb,
Altresco’s Vice President of Project Development, and UE&C helped pioneer the modern

day concept of pre-packaging, pre-assembly, sub-assembly, and full modularization for
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power generating facilities (Exh. HO-V-2). Altresco also asserted that UE&C has substantial
experience in the successful construction of gas turbine projects, and provided a listing and
related project information including eight cogeneration and independent power projects, 13
gas turbine generation projects and 13 EPC contracts with- utility companies

(Exh. HO-RR-39).

In regard to the facility site and access arrangements, Altresco provided a copy of a
signed 20-year site-lease agreement, containing a renewal option for an additional 20 years
(Exh. AL-11, at 31). This agreement, which became effective on January 1, 1990, includes
provisions for leasing a portion of GE Building 64, located on site, certain improved areas
adjacent to GE Building 64, and for easement rights (id.).

Altresco further stated that it has signed an interconnection agreement for 240 MW of
capacity with New England Power Service Company ("NEPCo") (Exh. HO-V-6). Mr.
Gotlieb indicated that the contract was signed on February 15, 1991, and a $67,200
reservation fee has been paid (Tr. 3, at 22). Mr. Gotlieb asserted that obtaining this signed
agreement contributes to the competitiveness of the proposed project, as the facility can be
interconnected to the NEPCo system without any system upgrades (id. at 26).

Finally, the Company provided to the Siting Board a letter of intent between Altresco
and the LWSC to provide secondary treated effluent and potable water under a long-term
contract (Exh, AL-18). Altresco indicated that a final agreement was anticipated prior to
July 1, 1992, however, no agreement has yet been signed (Exh. HO-E-17).

In the past, the Siting Council found that a signed agreement for the design and
construction of a proposed project provides reasonable assurances that the proposed project is
likely to be constructed on schedule and would be able to perform as expected. Enron, 23
DOMSC at 103; Altresco-Pittsfield, 17 DOMSC at 380. Here, Altresco has submitted a

signed EP&C contract. The contract includes a number of advantageous provisions,
including a fixed price provision which will minimize financial risk to Altresco and a
bonus/penalty provision, to ensure timeliness and quality of construction. In addition, the
record indicates that UE&C has substantial experience in constructing gas-fired combined-

cycle projects, with an emphasis on pre-packaged construction.
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Further, the record indicates that Altresco has entered into a signed 20-year site lease
agreement with GE and a signed interconnection agreement with NEPCo. However,
the Company has not provided a signed contract with the LWSC for the provision of treated
effluent and potable water and the record does not indicate an alternative source of water.
Failure to acquire the planned supply of effluent for plant use could seriously jeopardize the
operation of the proposed project. The Company has not provided a written explanation as
to why the final agreement is not yet available. Therefore, the Siting Board is not able to
determine with any certainty that water would be available. If Altresco finalizes this
agreement, the Company will be able to establish that its proposed project is likely to be
constructed within applicable timeframes and be capable of meeting performance objectives.
Therefore, the Siting Board requires Altresco to provide the Siting Board with a signed copy
of the agreement between Altresco and LWSC for provision of treated effluent and potable
water,

Accordingly, based on compliance with the above condition that the Company provide
the Siting Board with a signed copy of the agreement between Altresco and LWSC for
provision of treated effluent and potable water, the Siting Board finds that Altresco will have
established that its proposed project is likely to be constructed within applicable time frames
and be capable of meeting performance objectives.

The Siting Board has found that Altresco has established that its proposed project
(1) upon compliance with the condition relative to power sales in Section 1I.A.5, above, is
likely financiable, and (2) upon compliance with the above condition relative to the provision
of treated effluent and potable water, is likely to be constructed within applicable time frames
and be capable of meeting performance objectives. Accordingly, the Siting Board finds that,
upon compliance with the above conditions, Altresco will have established that its proposed

project meets the Siting Board’s first test of viability.
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3. Operations_and Fuel Acquisition
a. Operations

In determining whether a proposed non-utility generation project is likely to be viable
as a reliable, least-cost, source of energy over the life of its power sales agreements, the
Siting Board evaluates the ability of the project proponent or other responsible entities to
operate and maintain the facility in a manner which ensures a reliable energy supply. Enron,
23 DOMSC at 106; EEC, 22 DOMSC at 303-304; Altresco-Pittsfield, 17 DOMSC at 381.
In a case where the proponent has relatively little experience in the development and
operation of a major energy facility, that proponent must establish that experienced and
competent entities are contracted for, or otherwise committed to, the performance of critical
tasks.

These tasks should be detailed pursuant to contracts or other agreements that include
financial incentives and/or penalties which ensure reliable performance over the life of the

power sales agreements. Enron, 23 DOMSC at 106; West Lynn, 22 DOMSC at 71;

Altresco-Pittsfield, 17 DOMSC at 381-382.

Altresco stated that it has selected GE Power Systems Group (“PSG") as the
contractor responsible for O&M of the proposed project (Exh. HO-V-8). The Company
provided the Siting Board with an executed O&M contract between Altresco and PSG, with a
10-year contract term, dated January 24, 1992 (Exh. HO-V-8).

The O&M contract includes mandatory contract terms which Altresco stated were
designed to create incentives to maintain the project’s longevity, performance, availability
and maximum output without sacrificing safety or environmental considerations (id.;
Company Initial Brief at 93). Altresco stated that the operator’s reimbursement structure will
consist of three parts: direct management costs; operator’s fees; and a plant availability bonus
(id.). The Company stated that it believes this structure provides the correct incentives for
the operator to maintain safe and reliable operation of the facility -- not a disincentive to cut
costs in a manner which would create the potential for harmful long-term effects or safety
impacts (Exhs. AL-2, at 6-3; HO-V-8).
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Altresco provided documentation indicating that PSG has been in the O&M business
since 1984 and currently operates nine combined cycle facilities (Exh. HO-V-9). Altresco
further stated that, prior to 1984, GE operated and maintained its own facilities for many
years (Tr. 3, at 76). In support of its selection, the Company noted that PSG provides O&M
services for Altresco’s facility in Pittsfield, Massachusetts, and that it has found the quality
of PSG personnel and service to be superior (Exh. HO-V-8). Therefore, Altresco asserted
that it is confident that PSG has the necessary experience to operate and maintain the
proposed facility (Tr. 3, at 77).

In the past, the Siting Council found that an acceptable, executed O&M contract with
an appropriate, experienced entity provided sufficient assurance that a project is likely to be
operated and maintained in a manner consistent with reliable performance over the life of the
power sales agreements. Enron, 23 DOMSC at 107; Altresco-Pittsfield, 17 DOMSC at 382.

Here, Altresco has provided an executed O&M agreement, complete with bonus, penalty,
and incentive provisions similar to those reviewed and approved in prior Siting Council
decisions, with PSG, a qualified vendor.

Accordingly, the Siting Board finds that Altresco has established that its proposed
project is likely to be operated and maintained in a manner consistent with reliable

performance over the life of the power sales agreement.

b. Fuel Acquisition
In considering an applicant’s fuel acquisition strategy, the Siting Board considers

whether such a strategy reasonably ensures low-cost, reliable energy resources over the terms
of the power sales agreements. Here, Altresco provided a copy of a signed 20-year contract
with Union Pacific Fuels, Inc. ("Union Pacific") to supply all the natural gas requirements of
the proposed project (Exh. HO-V-11, attach. 1la). The contract establishes a delivery point
on the ANR Pipeline Company ("ANR") system (id., attachs. 11a-11f), From this delivery
point, a 365-day-per-year firm transportation service would be provided pursuant to confracts
or precedent agreements with ANR, CNG Transmission Corporation ("CNG"), and
Tennessee (id.). The Company indicated that it reviewed several plans to supply the facility
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with gas (Exh. AL-2, at 7-3 through 7-5).!% Altresco stated that the ANR-CNG-Tennessee
combination was selected as the route which best satisfies Altresco’s criteria (Exh. HO-V-
13).

In support of the Company’s selection of Union Pacific, Altresco stated that the price
at the delivery point was competitive, and in fact superior, relative to the other domestic
offers for service (Ir. 7, at 8, 9). Further, when combined with the transportation route
which could be made available to the Company, the Union Pacific supply was clearly
superior (id.). Altresco added that its contract is advantageous as it has firm gas
transportation arrangements and a long term gas supply contract that includes a fixed price
escalator with a strong domestic producer (Exh. AL-40, at 10). The Company indicated that
both its base rate and the fixed escalator rate are under the curre'nt forecasted rates for New
England (Tr. 13, at 97).

Altresco acknowledged, however, that two FERC actions are necessary in order to
implement the above-described fuel plan (Exh. HO-V-10). Altresco stated that CNG must
obtain FERC authorization to construct and operate certain upgrades to its system to
transport Altresco’s supplies on a firm basis (id.). The Company further stated that CNG
would need to construct approximately three miles of thirty-inch pipeline from the end of its
mainline system in Albany, New York to a Tennessee system point known as Knox (id.).
Altresco estimated that the approximate in-service date would be 1994, and that the schedule
could tolerate several months of slippage without delaying the timely compietion of the
necessary facilities (id.).

The other necessary action, according to Altresco, is for Tennessee to file with the
FERC for authorization to construct and operate certain upgrades and extensions of its

system to allow the transportation of Altresco’s supplies on a firm basis (id.). Specifically,

164 The Company stated that it used the following set of criteria to select a fuel supply

plan for the proposed project: (1) competitive pricing and favorable pricing terms;
(2) pipeline route with the fewest regulatory uncertainties; (3) pipeline route that
would require a minimum number of new facilities; and (4) reliability of supplier and
the suppliers’ ability to follow through with a contract (Exh. HO-V-13).
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Altresco stated that Tennessee would need to add some compression and construct
approximately 2.5-miles of pipeline through the City of Lynn to complete the last section of
the gas supply route (id.).'® Altresco stated that it had considered transporting the gas -
over the last section to the proposed facility utilizing an existing Boston Gas Company 24-
inch pipeline, but concluded, based on its review, that this option would be inferior to the
Tennessee option (Tr. 7, at 27-28).'% |

Altresco indicated that the estimated date for the completion of Tennessee construction
and commencement of service is December 1994, and that this schedule would also tolerate
some slippage regarding the date of the FERC authorization without causing a project delay
(Exh. HO-V-10). The Company asserted that the time frame considered for the FERC
process does take into account potential delays in the FERC permitting process so that the
completion of facility construction nearly coincides with the approval and subsequent
completion of the pipeline construction (id.; Tr. 7, at 37, 40-41; Company [nitial Brief at 98-
99). Should an unforeseen obstacle to the FERC licensing process arise, Altresco stated that

it would depend on a combination of delivery services from Boston Gas Company, including

165 Altresco stated that the proposed route through Lynn which it identified for the Siting
Board was superior for the final section of the pipeline (Exh. HO-V-33). Altresco
asserted that the primary advantage of utilizing this route is that a majority of the
route will utilize an existing ROW that has been dedicated to public uses for many
years, resulting in a minimal impact to the surrounding land uses and the environment
(Tr. 7, at 20-21). Altresco noted, however, that since the pipeline will be the subject
of a Tennessee filing with the. FERC, the final approved routing could be different
than that presented to the Siting Board (id., at 20). Environmental impacts of the fuel
supply are discussed in Section III.C.2.e., below.

166 Altresco stated that the 24-inch Boston Gas Company pipeline would have to meet

Tennessee specifications, as the goal of the Company would be to have Tennessee
operate the pipeline, however, Boston Gas does not operate their pipelines over 200
pounds pressure while the interstate pipeline systems do operate above such pressure
(Tr. 7, at 28-29). Altresco stated that expensive testing would be necessary to
determine if the pipeline could handle the pressure (id., at 27). Therefore, the
Company determined that the alternative of the Tennessee extension was more
economic (Tr. 7, at 27).
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interruptible supply, which, while not dependable for a twenty year span, would be sufficient
and available on a temporary basis for a year or two (Tr. 7, at 40-41).

In the event of a gas supply interruption, Altresco indicated that its fuel strategy
provides for a backup supply of fuel -- ultra low sulphur (.05%) No. 2 fuel oil (Exh. HO-V-
16). Alfresco’s Air Plan Application to the DEP proposes to limit the use of low sulphur oil
to approximately five full days of 100 percent oil use (id.). The Company argues that this -
five-day supply should be more than enough to cover a worst case scenario (Tr. 7, at 15).
Here, Altresco asserted that interstate pipeline failures of the type that would curtail
transportation of gas to the facility are rare, particularly in well maintained system areas such
as the Northeast (id.). Based on his experience, Altresco’s witness, Mr. Corbett stated that
should such a problem occur, the system would be easily repaired and service restored in less
than five days (id.).

Altresco stated that there is no need for a long-term backup fuel contract, as oil is sold
on a commodity basis which would enable Altresco to shop around for the best price at the
time the purchases are necessary (id., at 9-10). The Company also stated that based on its
corporate experience in operating the Pittsfield facility and resultant familiarity with the fuel
oil distribution network in the Northeast, it has established the contacts and experience to
ensure that spot contracts for the purchase of fuel oil will be a more than adequate source of
supply for the limited quantities that may be needed at the facility (Exh. AL-9, at 4).
Altresco further stated that, at this time, it expects to rely upon an established relationship
with Sprague Energy Company ("Sprague"), located in Portsmouth, New Hampshire, -- the
current supplier for Altresco Pittsfield,'s” -- for this backup fuel supply (Tr. 7, at 10-11,

62). However, Altresco indicated that in a competitive market there may be another supplier
that can provide a comparable or better fuel supply service than Sprague (id.).
Regarding the storage of its backup oil supply, Altresco stated it has considered two

options, and that it plans to utilize bulk storage off-site at the location of Altresco’s chosen

187 The Company indicated that the Altresco Pittsfield facility utilizes a Sprague terminal
located in Albany; however, for the proposed facility, the Sprague terminal in
Portsmouth would likely be used (Tr. 7, at 10 and 62).
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fuel oil supplier (Exh. HO-RR-26; Tr. 7, at 61; Tr. 13, at 52).!® The Company indicated
that this option would also require an on-site tanker truck capable of storing approximately
10,000 galions of fuel oil, enough to provide the plant’s total fuel requirement for about one
hour (Exh. HO-RR-48B). The Company stated that it would utilize GE’s fuel oil off-loading
bay adjacent to the Altresco Lynn facility (Exh, HO-RR-26). Altresco’s witness, Mr. |
Corbett, asserted that the Company would seek fuel oil supply contracts which would provide
for delivery from the supplier’s terminal to the plant, including responsibility for making
available the proper number of delivery trucks to meet Altresco’s needs (id.). Additionally,
Mr. Corbett indicated during testimony that numerous fuel oil suppliers are located in Lynn,
and that the suppliers’ close proximity to the proposed facility is desirable (Tr. 7, at 10-11).

In reviewing a project’s fuel acquisition strategy, the Siting Board necessarily focuses
on the project’s primary fuel supply. However, backup fuel supplies and/or contingency
plans for interruptions in primary fuel supplies also have consistently been considered by the
Siting Council. ENRON, 23 DOMSC at 118; EEC, 22 DOMSC at 309; Altresco-Pittsfield,
17 DOMSC at 384-389.

Here, Altresco has described a nearly final primary fuel supply option and various

backup fuel supply options for the proposed facility. In considering the primary gas supply,
the Siting Board acknowledges that while final FERC regulatory action regarding
authorization for the CNG transmission upgrades and Tennessee upgrades and extensions is
still pending, with the potential for a number of regulatory delays, Altresco has articulated a
reasonable long-term primary fuel supply plan. Further, the fuel supply contract terms for
cost and a 365-day firm supply ensure that the fuel supply is likely to be least-cost.
Additionally, as a primary fuel contingency option, a combination of short-term delivery

services from Boston Gas would enable the facility to come on-line upon completion should a

168 Altresco stated that originally its first option was to store oil on-site by leasing an

800,000-gallon tank owned by GE (Exh. HO-RR-26; Tr. 7, at 83; Tr. 4, at 33).
However, the Company stated that it has not negotiated an agreement with GE to lease
the storage tank (Tr. 13, p. 52).
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regulatory delay occur inhibiting timely FERC authorization of the gas line upgrades and
extensions.

 With respect to backup fuel oil supply plans, Altresco’s preferred option involves
acquiring bulk, off-site storage and utilizing a tanker on-site capable of storing approximately
10,000 gallons of fuel oil, enough for approximately one hour of facility operation.’® In
previous cases, the Siting Board has expressed a preference for on-site fuel storage, whether
for a primary or backup fuel supply. Enron, 23 DOMSC at 118; EEC, 22 DOMSC at 309;
Altresco-Pittsfield, 17 DOMSC at 384-389.

However, in the recent Enron decision, the Siting Board did accept a backup fuel

supply plan which did not include on-site storage. 23 DOMSC at 118-119. The Company
has developed a backup plan that utilizes fuel tanker trucks with direct off-loading of oil to
the facility. In addition, Altresco has indicated that interruptions in pipeline gas supply
deliveries are rare. However, the facility is equipped to store only one hour of back-up fuel
supplies on-site. The Siting Board notes that the close proximity to a large number of fuel
oil suppliers in the area of the project provides assurance that the backup fuel supply can be
implemented in a timely manner. The Siting notes that with only one hour of fuel oil
available on site and the planned supplier in Portsmouth, New Hampshire, the Company may
have to utilize a local company as well, to ensure continuous operation. Therefore the Siting
Board finds that there are sufficient options available to the company to ensure that the back-
up fuel supply will be available if needed.

Finally, the Company has contracted for a firm, long-term supply and transportation
arrangement at an attractive base price with fixed escalators, ensuring that the cost of the

Altresco gas supply would be limited in its volatility, both in price and volume.

19 The Siting Board understands based on information contained in Section III.C.2.h.,
below, that Altresco would comply with all applicable environmental and safety
regulations for the off-site storage with a 10,000-gallon on-site tanker. Therefore, any
risk of adverse environmental impacts should be minimal.
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Accordingly, the Siting Board finds that Altresco has established that its fuel
acquisition strategy reasonably ensures a low-cost, reliable source of energy over the term of
its power sales agreements.

The Siting Board has found that, at this time, Altresco-(1) has established that the
proposed project is likely to be operated and maintained in a manner consistent with reliable
performance over the life of the power sales agreement, and (2) has established that its fuel
acquisition strategy reasonably ensures a low-cost, reliable source of energy over the terms
of its power sales agreements. Accordingly, the Siting Board finds that Altresco has
established that its proposed project meets the Siting Board’s second test of viability.

4. Conclusions on Project Viability
The Siting Board has found that, (1) upon compliance with the above conditions,

Altresco will have established that its proposed project is reasonably likely to be financed and
constructed so that the project will actually go into service as planned, and (2) is likely to
operate and be a reliable, least-cost source of energy over the life of its PPA’s,

Accordingly, the Siting Board finds that Altresco has established that its proposed

project is likely to be a viable source of energy.

D. Consistency with the Policies of the Commonwealth
1. Standard of Review
Massachusefts General Laws c. 164, §§ 691 and 69] require that plans for construction
of new facilities be consistent with current health, environmental protection, and resource use
and development policies as adopted by the Commonwealth.
In MASSPOWER, the Siting Council first stated that it would place greater emphasis

on determining whether a non-utility developer’s proposed project is consistent with the
resource use and development policies of the Commonwealth. 20 DOMSC at 352. In its first
facility review after MASSPOWER, the Siting Council further noted that, although it had

already considered many aspects of a project’s consistency with the resource use and

development policies of the Commonwealth in its reviews, the Siting Council recognized that
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its reviews did not provide for an explicit evaluation of a proposed project’s consistency with
many of the Commonwealth’s specific energy, economic and environmental policies. West
Lynn, 22 DOMSC at 60. See also, EEC, 22 DOMSC at 280. Therefore, the Siting Council
found that it was appropriate to evaluate a proposed project’s-attributes relative to a broad
range of resource use and development policies. West Lynn, 22 DOMSC at 56-57. See
also, Enron, 23 DOMSC at 82. In West Lynn, the Siting Council found that the general

types of policies identified by the proponent in that case -- energy, environmental, and
economic -- are the relevant resource use and development policies to be considered. 22
DOMSC at 60. See also, EEC, 22 DOMSC at 93. In City of New Bedford, the SJC noted,

however, that the Siting Council’s review of a project’s consistency with resource use and

development policies should not elevate consistency with those policies and their related
benefits above the primary statutory objectives of providing a necessary energy supply with a
minimum environmental impact at the lowest possible cost (413 Mass. at 490).

Here, the Siting Board reviews, for the first time since City of New Bedford, a

proposed project for its consistency with the policies of the Commonwealth. In so doing, the
Siting Board emphasizes that its intention is not to elevate benefits associated with policies
above the primary statutory objectives, but to ensure that a proposed project which meets the
statutory objectives is consistent with the policies of the Commonwealth. The Siting Board
notes that the Commonwealth and its agencies set forth energy, environmental, economic,
and other policies to further certain goals. Thus, the Siting Board considers the extent to
which the Company’s proposed project furthers specific, identifiable policy goals as part of
its evaluation of the project’s consistency with current Massachusetts policies. The Siting
Board may consider project-specific benefits which will contribute to policy goals in this

evaluation. ™

170 In EEC (Remand), the Siting Board noted that benefits not related to the energy
supply, while not relevant to the review of need for a proposed project, may still be
considered with respect to the requirement of G.L. c. 164, §§ 691 and 697 that
proposals to construct energy facilities be consistent with the current health,
environmental protection, and resource use and development policies as adopted by the

(continued...)
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In demonstrating consistency with Massachusetts policies, the Company may identify
specific policies and show how its proposed project will further the specific goals of each
identified policy. The Siting Board may also require a Company to address specific policies
of the Commonwealth and show how its proposed project-is consistent with, or furthers, such
policies.” In accordance with the above standard and G.L. c. 164,

§8 691 and 69], the Siting Board, in this section, assesses the consistency of Altresco’s
proposed project with the current health, environmental protection, and resource use and
development policies of the Commonwealth,

Altresco argued that its proposed project is consistent with the resource use and
development policies of the Commonwealth (Company Initial Brief at 77). In support,
Altresco identified the proposed project’s consistency with policies in the following three
general categories: (a) energy policies; (b) environmental policies; and (c) economic policies
(Exh. HO-CP-1). Altresco also identified a number of specific benefits which the proposed
project would provide which would further specific Massachusetts policies in these

categories.

2. Energy Policies

Altresco asserted that, consistent with energy policies of the Commonwealth, the
proposed project would utilize an existing industrial site for the cogeneration facility, and

contribute towards greater fuel diversity and the achievement of stable energy prices and

170(_, .continued)
Commonwealth. Id., 187, n. 272.

7 The Siting Board notes that it is important to focus on up-to-date pronouncements and
decisions of relevant state agencies when assessing the consistency of a proposed
generation project with the Commonwealth’s public policies rather than relying on
fixed evaluation criteria. We note that, in the future, we may request project
developers to address the consistency of their projects with specific policies of the
state in response to relevant policy issues at that time or in the event that existing
policies change or new policies develop. Enron, 23 DOMSC at 87; EEC, 22 DOMSC
at 103.
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energy supplies through the use of natural gas as the primary fuel supply (Exh. AL-2, at 11-

2; Company Initial Brief at 77-78). With respect to power sales'?, the Company stated

that the cost of energy from the proposed project would be less than the avoided costs of the

potential buyers of its power in Massachusetts (Exh. AL-2, at 9-37). The Company provided
the Siting Board with an avoided cost analysis to substantiate its claim (Exh. AL-32),

The Company provided the Siting Board with a report entitled "Developing Energy
Resources: A Five Point Plan" ("MEQOER Report") written by the former Massachusetts
Executive Office of Energy Resources in December of 1988, now the Division of Energy
Resources ("DOER") (Exh. HO-CP-1).'" Altresco stated that the MEOER Report contains
a major policy recommendation supporting cogeneration projects, and enumerates specific
attributes and benefits of such cogeneration projects including (1) the use of existing
commercial and industrial sites, (2) improvement of the competitiveness of Massachusetts
commercial and industrial enterprises through an energy related reduction in the cost to
produce goods and services, and (3) where the proposed facility will utilize an existing
industrial site, the ability of such cogeneration to minimize environmental impacts normally

associated with new facility construction (id.).

12 As noted above, Altresco provided the Siting Board with evidence of a signed PPA
with Commonwealth Electric for 25 MW and Altresco’s status as the sole project in
BECo’s REP 3 Award Group for 132 MW (see Section 1I.A.2, above, for a further
discussion of power sales) (Exhs. HO-MB-1; HO-MB-12S; HO-RR-30).

173 Altresco stated that, during the course of the proceeding, then DOER Commissioner
Paul W. Gromer had informed Altresco that the MEOER Report -- three years old at
the time -- continued to accurately represent the Commonwealth’s energy policies, and
remained the most comprehensive document available which addressed such policies
(Exh. HO-CP-1).

The Siting Board notes that a DOER Report "The Massachusetts Energy Plan”
("DOER Report") was released in April of 1993, after the record was closed in this
proceeding. Further, the Siting Board recognizes that the DOER Report contains
recommendations consistent with the MEOER Report including the development of
cogeneration power plants.
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Regarding the project’s use of natural gas as the primary fuel supply, Altresco stated
that, in a previous decision (Enron, 23 DOMSC at 87), the Siting Council found that “the
use of natural gas as fuel will help to diversify the Commonwealth’s fuel supply mix for
electricity generation and thus will enhance the reliability and cost stability of the
Commonwealth’s energy supply” (Exh. HO-CP-1). Altresco provided the Siting Board with
data indicating that the proposed project would diversify the Commonwealth’s fuel supply
portfolio by increasing its use of natural gas for electric generation by approximately 25
percent (Exh. HO-MB-6), "™

The record indicates that the proposed project would (1) be located on an existing
industrial site; (2) utilize cogeneration technology, and (3) burn natural gas as its primary
fuel supply, all of which are consistent with the Commonwealth’s current energy policies.
With respect to the supply of reliable and economic power, the Siting Board notes that
Altresco has provided evidence of (1) a signed PPA between it and Commonwealth Electric
for 25 MW, and (2) the proposed project’s status as the sole project in BECo’s RFP 3 Award
Group for 132 MW. The sum of the above totals 157 MW, an amount equal to 92 percent
of the proposed project’s power capacity. Further, Altresco has provided avoided cost
analyses for various utilities, including Commonwealth Electric and BECo, which
demonstrate that the proposed facility is likely to reduce costs for Massachusetts electricity
customers, consistent with state policy supporting the addition of QF resources to the energy
supply of the Commonwealth. However, the Siting Board notes that, with the exception of
the 25 MW contract with Commonwealth Electric, the magnitude of the specific economic

benefits remains in question.

174 Altresco stated that in 1989, natural gas constituted approximately 12 percent of the
overall energy input for electric generation in the Commonwealth, and added that if
the proposed project had been on line in 1989, it would have increased the diversity
towards natural gas use in the Commonwealth’s electric generation sector to 15
percent of the overall energy input supply mix, an increase in natural gas use of 25
percent (Exh. HO-MB-6).
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Accordingly, the Siting Board finds that the proposed project is consistent with the
broad policies of the Commonwealth relating to the development of cogeneration and the

addition of cost-efffective QF resources to the energy supply.

3. Environmental Policies

Altresco argued that, consistent with environmental policies of the Commonwealth, the
proposed project would (1) minimize air emissions by utilizing natural gas, state-of-the-art
generation and related emission control equipment, (2) reduce both organic and hydraulic
loading to the LWSC wastewater treatment plant, and (3) benefit the Rumney Marsh Area of
Critical Environmental Concern ("ACEC") by diverting existing storm water discharges at
the GE site from the Saugus River, and (Exh. HO-CP-1; Company Initial Brief at 6-7, 69-
70, 80).

With respect to air emissions, the Siting Board finds in Sections I11.C.2.a.(2).(a) and
II1.C.4, below, that with some additional mitigation of CO, impacts, the air quality impacts
of the proposed facility would be minimized consistent with minimizing cost. Further, in
Section II.A.4.e, above, the Siting Board found that Altresco demonstrated that the proposed
project: (1) would provide short-term air quality benefits to Massachusetts by providing an
initial net reduction of air pollutant emissions from generating units in Massachusetts; "4
and (2) would reduce net SO, emissions and help minimize emissions of other air pollutants
in the Lynn area by displacing emissions from existing GE steam production operations.

In addition, as discussed in Section III, below, the proposed project would reduce the
existing organic and hydraulic loading through the LWSC wastewater treatment plant to Lynn
Harbor, and divert existing storm water discharges at the GE site which are currently
directed into the Saugus River within the Rumney Marsh ACEC. Both of the above effects
would result in a net improvement relative to existing levels of discharge to Lynn Harbor and
the Saugus River/Rumney Marsh ACEC.

Accordingly, the Siting Board finds that the proposed project is consistent with the

broad policies of the Commonwealth relating to minimizing or mitigating environmental

~157-



e N Y AU P VP T

EFSB 91-102 Page 151

impacts. The Siting Board notes, however, that in future cases project proponents will be

expected to identify specific environmental policies for consideration.

4. Economic Policies

Altresco stated that, consistent with economic policies of the Commonwealth, the
proposed project would (1) produce low cost power for electricity customers, (2) improve the
competitiveness of GE through the provision of low cost steam, and (3) provide other
economic benefits to GE, to the City of Lynn, and to the local economy (Exhs. AL-2, at 11-
2; AL-17; HO-MB-16; Company Initial Brief at 73,75).

The Company asserted that the following specific economic benefits in Massachusetts
would be realized by GE and the City of Lynn: (1) a supply of steam, approximately 480
million pounds annually (55,000 pounds/hour ("pph")) at a significantly reduced cost to GE;
(2) lease payments to GE for use of the 5.7 acres of proposed project site within the GE
Riverworks facility; and (3) annual payments of approximately $250,000 to LWSC for the
purchase of treated wastewater effluent (Exh. AL-17; Exh. HO-MB-16; Company Initial
Brief at 75). Altresco argued that in the West Lynn Decision (22 DOMSC, at 63), the Siting
Council previously found that a generation project which will enhance the productivity and
competitiveness of an established manufacturing firm is consistent with state policies relating
to economic development (Company Initial Brief at 79).

With respect to steam sales, Altresco asserted that the proposed project would improve
the competitiveness of GE through the utilization of cogeneration technology and the sale of
steam to GE at a price less than GE'’s current cost of producing steam (Exh. HO-CP-1).
Altresco asserted that its analysis demonstrates a reduction of approximately 42.3 percent in
net present value of the cost of steam purchased by GE over the 20 year life of the contract,
relative to the cost to GE for producing all its own steam (Exh. AL-32).

With respect to its purchase of wastewater effluent, Altresco argued that the payments
will benefit all participants in the regional treatment facility, and that such payments have
been previously recognized by the Siting Board as a significant economic benefit to the

affected local community (Company Initial Brief at 75). Altresco stated that it will pay the
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LWSC approximately $250,000 per year for treated effluent corresponding to approximately
1,000,000 gpd, and noted that this amount is nearly six times larger than the amount of
effluent purchase reviewed by the Siting Board in West Lynn (Exh. AL-1).'”

Finally, Altresco argued that the construction of the facility will provide economic
benefits in the form of additional employment and tax revenues to the region, including
several hundred construction related jobs (Company Initial Brief at 73). Altresco stated that
the project would additionally provide 30 permanent positions for operations and maintenance
personnel at the facility (Exh. HO-MB-7).

The Siting Board previously has accepted a reduction of steam user costs, based on a
steam sales agreement, as evidence of important economic benefits to Massachusetts. West
Lynn, 22 DOMSC at 41-42; Altresco-Pittsfield, 17 DOMSC at 367-369. Such savings are

made possible, in part, by energy efficiencies inherent in cogeneration technologies as
compared to possible alternative production of the same amounts of process steam and

electricity in separate facilities. Altresco-Pittsfield, 17 DOMSC at 367-368. As such, the

savings to the steam host represent a real economic benefit rather than simply a transfer of
costs from the steam host to the project proponent. West Lynn, 22 DOMSC at 41-42.

Here, Altresco claims that the steam cost savings realized will approach a 50 percent
reduction in the cost of providing approximately 55,000 pph of steam-based energy for GE
(Exh. AL-2, at 4-2). In a previous case, the Siting Board accepted a similar percentage of
cost reduction, involving just under half the amount of steam-based energy to be provided by

Altresco as evidence of a real economic benefit to the steam host, West Lynn, 22 DOMSC at

114A  The Siting Board also found that Altresco had not demonstrated that the proposed
project would provide long-term air quality benefits based on such reductions.
However, we recognize that the proposed project may help minimize long-term air
pollutant emissions of generating units in Massachusetts by helping to avoid or reduce
any net increases in such emissionss. See Section IL. A, 4. e., above.

175 The Siting Board notes that, to date, Altresco has not provided it with a signed
wastewater reuse agreement.
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41-42.17% Altresco’s analysis indicates that a significant and measurable savings in steam
costs is likely to be realized by GE, improving its competitiveness and therefore benefitting
the Massachusetts economy through tax revenue and employment effects.

With respect to the land lease payments, the Siting Council previously found that such
an arrangement may provide little or no net benefit to Massachusetts, given that a steam
host, in the absence of the lease arrangement, could make alternative economic use of a
proposed cogneration project site or lease the site to another user. West Lynn, 22 DOMSC
at 45. Here, Altresco has not demonstrated that GE would be unable to derive value from an
alternative use of the proposed site.

Regarding payments to LWSC for wastewater effluent, the Siting Council previously
held that, with a signed contract for effluent purchases, a project proponent could
demonstrate that such an arrangement would provide a real economic benefit to the
wastewater treatment plant operator and the community it serves. Id. at 44-45. Here,
however, Altresco has not provided the Siting Board with a signed contract with LWSC for
the proposed purchase of wastewater effluent.

Regarding the Company’s claims that the proposed facility would create both
temporary and permanent jobs, the Siting Board notes that the construction and operation of
new generating facilities typically results in the creation of jobs, new tax revenues and an
overall positive impact on the local economy through the local purchase of services and
materials. The positive impacts to the local economy that are likely to result from the
construction and operation of the proposed facility, while welcome and helpful, are not
unique or unusual, based on any specific characteristics of the proposed project. Such
benefits may be considered to be "generic" to new generating facilities in a manner similar to
the "generic" benefit represented by the addition of cost-effective resources to the regional

supply mix.

176 The Siting Board notes that, in terms of the percentage of steam costs, the anticipated
savings to the steam host in that previous case and Altresco’s steam host are
approximately the same.
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Overall, the Company has established significant economic benefits resulting from
expected project steam sales. Based on the foregoing, the Siting Board finds that Altresco
has established that Massachusetts would receive clear economic benefits as a result of the
proposed project, and that the proposed project is consistent with the broad economic policies
of the Commonwealth. The Siting Board notes, however, that in future cases project

proponents will be expected to identify specific economic policies for consideration.

5. Conclusions_on_Consistency with Policies
In light of the above, the Company has adequately demonstrated that the proposed

project would further a number of broadly representative state policies relating to energy,
environmental protection, and economic development. Accordingly, the Siting Board finds
that the Company has established that the proposed project is consistent with current health,

environmental protection, and resource use and development policies of the Commonwealth.

E. Conclusions on the Proposed Project
The Siting Board has found that (1) New England needs at least 170 MW of additional

energy resources from the proposed project for reliability purposes in the year 2000 and
beyond, and at least 170 MW of additional energy resources from the proposed project for
economic efficiency purposes beginning in 2000 or later; and (2) Massachusetts needs at least
170 MW of additional energy resources from the proposed project for reliability purposes in
the year 1997 and beyond. However, the Siting Board found that submission of (1) a signed
and approved contract with BECo for 132 MW, or (2) signed and approved PPAs which
include capacity payments for at least 75 percent of the proposed project’s electric output,
will be sufficient to establish that the proposed project will provide a necessary energy supply
for the Commonwealth.

The Siting Board has also found that the proposed project is superior to all alternative
technologies reviewed with respect to providing a necessary energy supply with a minimum
impact on the environment at the lowest possible cost. In addition, the Siting Board has

found that the proposed project, (1) upon compliance with the conditions in Section II.C.2.,
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is reasonably likely to be financed and constructed so that the project will actually go into
service as planned, and (2) is likely to operate and be a reliable, least-cost source of energy
over the life of its PPA’s. Finally, the Siting Board has found that the proposed project is
consistent with current health, environmental protection, resource use, and development

policies of the Commonwealth.
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III. ANALYSIS OF THE PROPOSED FACILITIES

The Siting Board has a statutory mandate to implement the policies of G.L. c. 164
§§ 69H-69Q to provide a necessary energy supply for the Commonwealth with a minimum
impact on the environment at the lowest possible cost. G.L. ¢. 164, §§ 69H and J. Further,
G. L. c. 164, § 69J requires the Siting Board to review alternatives to planned projects,
including "other site locations.” In implementing this statutory mandate and requirement, the
Siting Board requires a petitioner to show that its proposed facilities’ siting plans are superior
to alternatives and that its proposed facilities are sited at locations that minimize costs and

environmental impacts while ensuring supply reliability. 1993 BECo Decision at 27.

A. Description of Proposed Facilities
Altresco proposes to construct a 170 MW natural gas-fired combined-cycle

cogeneration facility in the City of Lynn (Exh. AL-2, at 1-1). The 5.7-acre site is located in
the southwestern quadrant of the 223-acre GE River Works complex, located between Route
107, the Lynnway and the Saugus River (id.; Exhs. HO-E-1, Fig. 3.1-2; HO-E-4, at 2-1).
The facility would be located within both an existing GE structure, referred to as Building
64, and a newly constructed building adjacent to Building 64 (Exhs. AL-2, at 3-1; HO-E-1,
at 2-3).177

The major components of the proposed project include three GE Series 6000 gas
turbine generators, three enclosed HRSGs, a single condensing turbine generator with a
water cooled condenser, a wet mechanical draft evaporative cooling tower, and three stacks
approximately 200 feet high (Exhs. HO-E-4, at 2-2; HO-E-36S). Additional components
include an ammonia storage tank, a 500,000 gallon municipal effluent storage tank, and a
100,000 gallon demineralized water storage tank (Exh. HO-RR-68). NOx emissions would
be controlled through the use of advanced dry low-NOx combustors and SCR
(Exhs, HO-E-1, at 5-1; HO-E-60).

77 The Company stated that the power generation equipment, inciuding the gas turbine
generators and the HRSG, would be housed in a new, 79-80 foot high building (Exhs.
HO-E-4, at 2-3; HO-E-36S).

-163-



RS RRRT TS RO TP PP FE T T

EFSB 91-102 Page 157

The proposed facility would be powered by natural gas delivered through a new 16-
inch, 2.5-mile pipeline to be constructed by Tennessee, with distillate oil as backup fuel
(Exhs. HO-E-1, at 2-1; AL-29; HO-V-10), A natural gas interconnection line of
approximately 1,800 feet would be constructed between a new sales meter station on the
Tennessee pipeline and natural gas compressors within the facility (Exh. HO-E-1, at 3-8).
The proposed facility would be capable of providing GE with at least 55,000 1b/hr of steam
for process and heating use (Exhs. AL-2 at 3-1; HO-E-33, at A-1). This steam would be
transported via an above-ground 1,450 foot, 12-inch diameter line (Exh. HO-RR-37). The
electricity generated by the proposed facility is to be transmitted off-site via two new 115 kV
above-ground 1,600-foot interconnection lines, located over existing parking areas on the GE
site, to existing utility lines (Exh. HO-E-1, at 3-7).

The proposed facility would cost approximately $182 million in 1996 dollars
(Exh. HO-RR-88).

B. Site Selection Process
1. Standard of Review

In order to determine whether a facility proponent has shown that its proposed
facilities’ siting plans are superior to alternatives, the Siting Board requires a facility
proponent to demonstrate that it examined a reasonable range of practical facility siting
alternatives. 1993 BECo Decision, EFSB 90-12/90-12A at 27; Berkshire Gas Company, 25
DOMSC 1, 48 (1992) ("1992 Berkshire Decision"); NEA, 16 DOMSC at 381-409 (1987).

In order to determine that a facility proponent has considered a reasonable range of practical

alternatives, the Siting Board requires the proponent to meet a two-pronged test. First, the
facility proponent must establish that it developed and applied a reasonable set of criteria for
identifying and evaluating alternatives in a manner which ensures that it has not overlooked
or eliminated any alternatives which are clearly superior to the proposal. 1993 BECo
Decision, EFSB 90-12/90-12A at 27; 1992 Berkshire Decision, 25 DOMSC at 48;

MASSPOWER, 20 DOMSC at 373-374, 382; Berkshire Gas Company (Phase II}, 20
DOMSC 109 at 148-149, 151-156 (1990) ("1990 Berkshire Decision"). Second, the facility
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proponent must establish that it identified at least two noticed sites or routes with some
measure of geographic diversity,””® 1993 BECo Decision, at 28; 1992 Berkshire Decision,
25 DOMSC at 49; NEA, 16 DOMSC at 381-409. In past decisions, the Siting Council did

not require a noticed alternative site in cases involving proposals to construct cogeneration

facilities if the cogeneration proponent (1) had a steam sales agreement with existing steam
purchaser(s) sufficient to qualify it for QF status; and (2) had a proposed site fully within the
property boundaries of the principal steam host. EEC, 22 DOMSC at 315; West Lynn, 22
DOMSC at 78; MASSPOWER, 20 DOMSC at 382.'"

However, the Siting Board notes that proposed sites or routes located in the coastal
zone as defined under the Massachusetts Coastal Zone Management ("CZM") program and
the Coastal Zone Management Act, 16 U.S.C. § 1453, are subject to additional regulatory
requirements.'® The Siting Board is the designated energy facilities siting agency under
the CZM program pursuant to 980 CMR 9.01ff. These regulations implement the CZM
program as adopted by the Secretary of Environmental Affairs under G.L.c. 21A, §§ 2, 3,
and 4.

' When a facility proposal is submitted to the Siting Board, the petitioner is required to

present (1) its preferred facility site or route and (2) at least one alternative facility site
or route. These sites and routes often are described as the "noticed" alternatives
because these are the only sites and routes described in the notice of adjudication
published at the commencement of the Siting Board’s review. In reaching a decision
in a facility case, the Siting Board can approve a petitioner’s preferred site or route,
approve an alternative site or route, or reject all sites and routes. The Siting Board,
however, may not approve any site, route, or portion of a route which was not
included in the notice of adjudication published at the commencement of the
proceeding.

17 As noted previously, all facility petitions before the Siting Board will be reviewed
consistent with all legal and decisional precedents established by the Siting Council
until superseded, revised, rescinded, or cancelled in accordance with law by the Siting
Board. Reorganization Act, §46.

18 In the instant case, the site proposed by the Company is located in the coastal zone as
defined by the CZM Program and the CZM Act and regulations, 16 U.S.C. § 1453,
980 C.M.R, 9.00 (Exh. AL-2, at 12-8).
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Under the Siting Board’s Coastal Zone Facility Site Selection, Evaluation, and
Assessment regulations, when a facility is proposed for coastal siting, the petitioner must
"propose, evaluate and compare at least one alternative site." 980 CMR 9.02(1)(a).
Further, when a facility proposed for coastal siting is not a coastally dependent energy
facility (see 980 CMR 9.01(2)), the alternative site to be proposed, evaluated and compared
"shall be inland of the coastal zone." 980 CMR 9.02(1)(a). Any alternative site "shall be
reasonably determined and demonstrated to be capable of development and licensing or
approval by all federal, state, regional and local agencies" Id. The site evaluation and
comparison must "include a justification of the necessity for or advantage of coastal siting
along with an explicit definition of the process developed to compare alternative sites."
M.ISI

In the sections below, the Siting Board reviews the Company’s site selection process,
including Altresco’s development and application of siting criteria as part of its site selection

process, and the consistency of the Company’s proposal with the Coastal Zone facility

regulations.

2. Development of Siting Criteria

Altresco stated that it developed and applied a reasonable set of criteria which
demonstrates that it has not overlooked or eliminated any clearly superior alternative sites
(Exh. AL-2, at 12-2; Company Initial Brief 105-116). The Company further asserted that
the proposed site minimizes cost and environmental impacts, while ensuring reliability of
supply (id.). Altresco stated that it identified a broad range of steam host opportunities, and
selected the steam host based on cost, reliability and environmental impacts (Company Initial
Brief at 116). The Company indicated that it then selected nine potential facility sites in the
vicinity of the steam host and subjected them to a scoring system based on environmental and

business sensitivities (id.).

81 These requirements apply only to proposed sites located in the coastal zone as defined
under the Massachusetts CZM program.
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a. Description
Altresco developed two sets of criteria, one set of criteria for selecting a steam host,

and a second set of criteria for selecting a site for the facility in the vicinity of the steam host
(Exh. AL-2, at 12-2 to 12-7).

The Company stated that it developed six criteria to identify and select an appropriate
steam host for its facility, specifically that the steam host should: (1) have a substantial
steam demand; (2) be a financially stable company willing to make a long-term commitment
to the proposed project; (3) be located in an industrially zoned site with a sufficient amount
of unused property and suitable environmental characteristics;'® (4) have easy access to a
fuel supply; (5) have access to a water supply; and (6) have access to a transmission system
(id. at 12-2 and 12-3).'%

With respect to the selection of a site in the vicinity of the steam host, Altresco stated
that it developed multi-level criteria for evaluating business and environmental factors for
alternative sites (id. at 12-6). The Company further explained that the site review process
was based on the development of decision criteria that focused on land use and environmental
concerns as well as facility development and operations (id.).

The Company stated that a local realty firm was retained to identify sites outside of
GE ownership, using the following parameters: the site must be (1) located outside of the
coastal zone; (2) located five miles or less from the steam host; (3) at least five acres in size;
and (4) located within industrial land use zones or zones where special use zoning could be
obtained (id. at 12-9).

Altresco stated that it used the following site selection criteria in evaluating alternative

sites in the vicinity of GE River Works: (1) air quality, including: (a) permit considerations,

18 The Company listed environmental characteristics as features which would ensure

acceptable effects on air quality and dispersion, water quality, and noise and visual
impacts (Exh. AL-2, at 12-3).

183 Altresco applied its steam host selection criteria and chose GE River Works as the

steam host. The Siting Board reviews the application of the steam host selection
criteria in the following section.
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(b) non-attainment concerns, and (c) impacts of stack emissions; (2) water/wastewater,
including: (a) management of water treatment studge, (b) permit considerations for
discharges, and (c) sensitive habitat along ROWs; (3) land resources, including: (a)
compatibility with existing land resources, (b) sensitive habitats or species, and (c) regulatory
considerations; (4) noise, including (a) sensitive receptors, and (b) regulatory considerations;
(3) visual impacts, including: (a) sensitive receptors, (b) compatibility with existing visual
environment, and (c) impact on scenic views or vistas; (6) health and safety, including (a)
sensitive receptors to accidental releases, and (b) emergency response capabilities; (7) steam
transmission to host, including: (a) distance to interconnect point, (b) impact on abutters, (c)
land use compatibility, and (d) highway, rail and river crossing; (8) electric transmission
routes, including: (a) distance to interconnect points, (b) impact on abutters to ROW, (c) land
use and zoning along ROW, and (d) highway, rail and water crossing; (9) water supply
availability, including: (a) distance to interconnect for supply, (b) distance to outfall for
discharge/type, (c¢) land use and zoning along ROW, and (d) highway, rail and water
crossing; and (10) zoning and land use, including: (a) compatibility with existing zoning or
special use industrial applications, (b) compatibility with existing and proposed land use
plans, and (c) compatibility with abutters’ land use (Exh. AL-3, Table 12-1).'*

The Company developed a scoring process for the criteria, whereby each of the ten
alternative site criteria were assigned a ranking of zero through two where zero indicated
unfavorable, one indicated neutral, and two indicated favorable for siting purposes (Exh. Al-
2, at 12-7). Altresco indicated that this scoring is only related to the site selection criteria

and that no scores were developed for the steam host criteria (Exh. HO-S-3).

b. Analysis
In previous decisions regarding cogeneration facilities, criteria such as those developed

by Altresco were found to be acceptable for use in the preliminary identification and

18 Of the ten siting criteria, one through six are identified by the Company as
environmental sensitivities and seven through ten are business factors that result in
differential costs (Exhs. AL-2, at 12-7; AL-3, Table 12-1),
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evaluation of steam hosts. EEC, 22 DOMSC at 318-320; West Lynn, 22 DOMSC at 82;
MASSPOWER, 20 DOMSC at 376-379; Altresco-Pittsfield, 17 DOMSC at 391-393.

However, the Sifing Board notes that the combination of environmental characteristics with

zoning and site access requirements in one criterion serves to dilute the importance of two
types of distinct criteria.

The Siting Board further notes that an additional area that warrants consideration is the
demand for electricity either on a local or sub-regional basis, In two recent Siting Board
reviews, criteria that addressed locating in an area with a need for electrical generation were
applied prior to considering overall steam host criteria.’®> EEC, 22 DOMSC at 318; West
Lynn, 22 DOMSC at 81. In light of the variety of potential steamn hosts, inclusion of the
above-mentioned criteria would likely enhance the steam host selection process.

In regard to its development of site selection criteria for identifying and evaluating
possible sites in the vicinity of the steam host, the Company has included and considered a
broad array of criteria which addresses the critical issues associated with the siting of power
plants. The Siting Board notes that in previous decisions the Siting Council accepted criteria
such as those developed by Altresco, and that the criteria are thus consistent with the site
selection criteria which have been previously found to be appropriate for cogeneration
facilities. Enron, 23 DOMSC at 127; EEC, 22 DOMSC at 321; West Lynn, 22 DOMSC at
84; MASSPOWER, 20 DOMSC at 378-379; Altresco-Piitsfield, 17 DOMSC at 391-393.

In regard to the assignment of numerical values to the site selection criteria, the Siting

Board notes that both sets of criteria in fact are all weighted equally, and that it is Altresco’s
scoring mechanism that serves as the basis for ranking various sites under each siting
criterion. The Siting Board also notes that the Company identified a reasonable scoring
system for the siting criteria, thereby addressing one of the Siting Council’s concerns raised

in previous decisions regarding the absence of numerical values for the weighting of site

18 The Siting Board notes that Altresco addressed the need for power as it relates to site
location in the context of determining the size of the project (Exh. HO-S-1). The
Company stated that it reviewed economies of scale in relation to the power market
and QF capabilities (id.).
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selection criteria. 1993 BECo _Decision at 49; Enron, 23 DOMSC at 127; EEC, 22 DOMSC
at 321; West Lynn, 22 DOMSC at 83; MASSPOWER, 20 DOMSC at 378-379; Altresco-
Pittsfield, 17 DOMSC at 391-393.

However, the Siting Board reiterates the need for some degree of weighting of siting
criteria. 1993 BECo Decision at 49; Enron, 23 DOMSC at 127; EEC, 22 DOMSC at 321;
West Lynn, 22 DOMSC at 83; MASSPOWER, 20 DOMSC at 378-379; 1990 Berkshire
Decision, 20 DOMSC at 161-162. In requiring the assignment of weights or values, the

Siting Board does not suggest that such weights and values can or should operate as a
substitute for judgment. Instead the Siting Board recognizes that judgment inherently
requires the assignment of some weights to specific criteria, and that our review of such
weights provides us with the means to determine whether a company has used appropriate
judgement and applied its criteria consistently.

Accordingly, the Siting Board finds that Altresco has developed a minimally
acceptable set of criteria for identifying and evaluating potential steam hosts and a reasonable

set of criteria for identifying and evaluating potential facility sites.

3, Application of Siting Criteria

a. Description
Altresco stated that the initial concept of the project was based on continuing the

Company’s working relationship in the Northeast with a GE steam host (Exh. HO-S-1). The
Company stated that it selected natural gas as the fuel of choice due to its availability and
proximity to GE facilities in the Northeast, and because it compared favorably to oil and coal
for transportation, storage and environmental limitations (id.).

The Company indicated that GE had conducted an investigation of the feasibility of
cogeneration at all of its major facilities and had identified three priority facilities, GE
Pittsfield, GE Lynn (encompassing both GE River Works and GE West Lynn), and GE
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Selkirk, New York (Exh. HO-S-17)." Altresco stated that in addition to the priority GE
facilities, four other GE sites were selected by the Company for review -- GE Schenectady,
New York; GE Evandale, Ohio; GE Fitchburg, Massachusetts; and GE Syracuse, New York
(Exh. HO-S-18S). Altresco also identified four steam hosts outside of the GE network --
Becket Paper of Hamilton, Ohio; Revere Brass of Revere, New York; Brandeis University of
Waltham, Massachusetts; and Bristol Meyers of Syracuse, New York (Exh. HO-S-28).

Altresco stated that it applied its six steam host criteria to six of the GE facilities and
the four non-GE facilities (Exh. HO-S-18S). The Company asserted that GE River Works
met all of the criteria, and all of the competing steam hosts were rejected for various
reasons, including insufficient steam demand and poor gas transportation access (Exhs. AL-2,
at 12-2; HO-S-2S; HO-S-188).

With respect to the selection of an appropriate site for the facility in the vicinity of the

steam host, as noted above, Altresco limited the geographic area to within a five mile radius

86 The Company reported that it became involved with GE during the period of 1988-
1989, and that Ge had identified potential cogeneration sites internally during 1986-
1987 (Tr. 1, at 51). The Company indicated that of the three priority sites, GE was
willing to provide Altresco with the opportunity to work with its facilities in Pittsfield
and Lynn (Exh. AL-S-17). Altresco did not include GE Selkirk in the review, as
another development entity, J. Makowski, has development rights for that facility
(Exh. HO-S-189).

187 Altresco provided the following information indicating why the competing steam hosts
were rejected, based on the steam host criteria: (1) GE Pittsfield was developed by
Altresco; (2) GE Schnectady was slated to be studied for a paper recycling/energy
production alternative; (3) GE Evandale had low steam requirements and very low
electricity avoided costs; (4) GE Fitchburg had space limitations; (§) GE Syracuse had
low steam requirements; (6) The Becket Paper site could not have gas delivered in a
financially viable manner; (7) Revere Brass did not have sufficient long-term steam
demand thereby potentially disqualifying Altresco as a QF; (8) Brandeis University
was unattractive due to the complexity of the business arrangements that would be
involved with the university; and (9) Bristol Myers was viewed as an alternative site
for the GE Syracuse project and was rejected when the GE Syracuse site was
abandoned as a viable alternative (Exhs. HO-S-2S; HO-5-18S).
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of the GE River Works plant due to steam line limitations (Exh, HO-S-11)."¥ Altresco

and GE River Works identified three locations under control of GE in the vicinity -- the
proposed site location, GE Saugus and GE West Lynn, and referred to these sites as the
on-site alternatives (Exh, AL-2, at 12-11). In addition, the realty firm identified six sites,
referred to as the off-site alternatives, consisting of: (1) Bennett Street in Lynn; (2) Alley
Street in Lynn; (3) Rowe Contracting Company in Revere; (4 and 5) two Main Street sites in
Saugus; and (6) Broadway Nursery in Lynnfield (id. at 12-9, 12-10).

The Company stated that it did not meet with City of Lynn officials to discuss and
identify possible sites for the project (Exh. HO-S-8). Altresco also stated that the
Company’s early contact with the City of Lynn took the form of exploring the acceptability
of building a cogeneration project in the city via an introduction by GE River Works
personnel (Exh, HO-RR-56; Tr. 7, at 105). Altresco noted that it did not conduct a similar
meeting with the City of Revere or the Town of Saugus, and in fact, did not meet with either
community in any capacity until after the July 1991 public hearings (Exh. HO-RR-56).

Altresco applied the ten site-specific criteria to each of the nine sites in a matrix
format, utilizing the scoring system described in Section III.C.1, above (Exh. AL-3, Table
12-1). The Company asserted that none of the alternative sites was clearly superior to the
proposed site. Further, the company stated that the proposed site scored higher in both
environmental and business sensitivities than all other sites considered ( id. at Tables 12-2,

12-3; Exh. AL-2, at 12-11;).

b. Analysis
In regard to the selection of a steam host, the Siting Board notes that, although the

Company subjected all of the identified sites to a review based on the six steam host criteria,
comprehensive documentation of the application of all of the criteria was provided only for

GE River Works. Altresco indicated that the alternative sites were rejected based on one or

18 Altresco stated that it selected five miles as a reasonable distance considering line
losses of energy in steam between the steam host and the steam source, and the ability
for the facility to operate economically (Company Initial Brief at 113).
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