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The Energy Facilities Siting Council ("Siting Council™) APPROVES
the 1985 Supplement to the Second Long-Range Forecast of Gas
Requirements and Resources ("1985 Supplement”) of the City of Holyocke
Gas and Electric Light Department ("Holyoke" or "Department'), subject
to the Conditiong imposed herein.

I. Introduction

A. History of Proceedings

Holyoke filed its 1985 Supplement on December 16, 1985. A Notice
of Adjudication of the 1985 Supplement wasg issued and duly published in
accordance with the Hearing Officer's instructions. BAs no petitions to
intervene or moticng to participate as an interested person were filed
by the deadline specified in the Notice of Adjudication, this proceeding
was left in an uncontested posture.

wWhile consideration of the 1985 Supplement was pending, the Siting
Council Staff (“Staff") issued a Notice of Ingquiry into an Evaluation of
Standards and Procedures for Reviewing Sendout Forecasts and Supply
Plans of Massachusetts Natural Gas Utilities ["the Notice of Inquiry"™)
in 8iting Council Docket MHo. 85-64. The purpose of the Notice of
Inguiry was to solicit comments from all Magsachusetts natural gas
companies subject to the Siting Council's jurisdiction as to how the
Siting Council's review process for gas company forecasts and supply
plans could be made more efficient and effective, and its decisions on
thege forecasts and supply plans more meaningful.

The Notice of Ingquiry set forth a large number of specific
suggestions for changes in the standards and procedures followed by the
Siting Council in gas company forecast and supply plan proceedings.
After requesting and receiving written comments oh these suggestions
from all of the regulated gas companies, the Staff held 10 days of
hearings on the Notice of Inquiry in November of 19485. Holyoke appeared
at the hearings on November 15, 1985, and answered numerous questions
from the staff regarding not only the issues raised in the Notice of
Inquiry but also the contents of the Supplement itgelf., While Holvoke's
witnegses did not testify under oath, their comments cast considerable
light on certain aspects of the 1985 Forecast. These comments are
referred to in this Decision as (“Tr., 11/15/85 at _ ™), and will be
made a part of the record of this procesding.

As stated in the Procedural Order of October 22, 1985 in Docket WNo.
B5-64, the present Decision is made on the basis of the Siting Council
gtandards and procedures which prevailed at the time the 1985 Forecast
was filed. However, certain applicable changes to those standards and
procedures resulting from the Motice of Inguiry and the resultant Order

1'I‘he Energy Facilities Siting Council approved the Third Annual
Supplement to the Second Long Range Forecast in July, 1985. City of
Holyoke Gas and Electric Light Department, 13 DOMSC 47 (1985).
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in Docket No. B5-64 are discussed infra, along with suggestions and
instructions for their implementation in the 1986 filing.

B. Record

This Decision is made on a record consisting of; +the 1985
Supplement; the transcript of the Notice of Inguixy in Siting Council
Docket No. 85-64; and a letter from Mr, Charles Haller, Assistant
Manager of the City of Holyoke Gas and Electric Light Department, to Mr.
Calvin Young, Staff, dated July &, 1986.

C. Background

Holyoke is a munic¢ipal utility and is the ninth largest distributor
of natural gas in the Commonwealth in terms of annual gas sendout.
Table 1 reflects Holvoke's total annual gas sendout and the average
number of customers for split year 1984/85 by customer class.

Table 1 Total Annual Firm Sendout and Average Number
of Customers for 1984/85

Class of Customer Annual Sendout Average Numberb

(MMct) of Customers
Residential Heat 586 6,329
Residential Non-Heat 75 3,342
Industrial 101 4
Commercial & Industrial 748 019
Company & Unaccounted 704 —_—
Total 2,204 10,594

Of the 10,594 customers, 91 percent were residential customers. ©Of the
approximately 2,200 MMcf of firm sendout, 26.6 percent went to
residential gas heat customers, 33.9 to commercial/industrial customers,
and 31.9 to and company use and unaccounted-for sendout.

D. Prior Condition

In its last decision involving Holyoke, the Sifing Council imposed
one condition:

1. That Holyoke provide cost studies determining the levels at which
its MDQ and AVL for Tennessee gas should be set and the guantity of Bay
State and propane gas supplies it will need, or provide other
justification for such quantities.

2G. Aronson, Report of the Energy Facilities Siting Council, "The

Gas Industry in Magsachusetts,” {(March, 1983).



i

wwr )

Pursuant to Condition 1, Helyoke hasg submitted a study comparing
the incremental costs of seven options of MDY for Tennessee gas and
underground storage with the cost of supplementals. The Depariment's
cost iz discussed infra. at 15-19.

II. Scope and Standard of Review

The Commonwealth of Maasachusetts mandates that the Siting Council
review sendout forecasts of each gas utility to ensure the accurate
projection of gas sendout requirements of a utility's market axea. The
Siting Council's Rules 62,9(2) (a), (b} and (c), require the use of
accurate and complete historical data and a2 reascnable statistical
projection method. In its review of a forecast, the Siting Council
determines whether a projection method is reasonable acecording to
whether the methedelogy is: (a) appropriate, or technically suitable for
the gize and nature of the particular gas utility's system; (b)
reviewable, or presented in a way such that the results can be evaluated
and duplicated by another person given the same information; and (c)
reliable, that isg, provides a measure of confidence that the gas
utility's assumptions, judgements and data will forecast what is likely
to occur. The Siting Council applies these criteria on a case-~by-case
bagisg.

In order to ensure that the required gas iz sppplied to a utility's
customers with a minimum impact on the environment at lowest cost, the
Siting Council focuses its supply review on the adequacy, cost and
reliability of gas supplies needed to meet projected sendout
requivemants. The adequacy of supply is measured by the company's
ability to meet projected peak day, cold-snap, and total annual firm
sendout requirements with sufficient reserves under both normal and
design weather conditiong. The review of cost of supply addresses
minimization of cogt in concert with notiohs of adequacy and reliability
of natural gas zupply. The reliability of supply reviews the likelihood
that the resources of natural gas will be available to meet or
contribute to meeting sendout requirementg under normal year, design
year, peak day, cold-znap conditions.

III. Analysis of Sendout Requirements

A. Overview of Forecast Methodology

Holyoke utilizes the same forecast methed as it has in prior
filings. The Department employs historical data on base and heating
use per cugtomer and the number of customers to forecast sendout for
residential with heating, residential without heating,
commercial /industrial and industrial customer classes. Total firm
sendout is the sum of the sendout for each class and estimates of
company uze and unaccounted-for gas.

3Ln Re: City of Holyoke Gas and Electric Department, 13 DOMSC 47,
50 (1985). The Scurce of this approach is ¢ited therein.




Sendout for each customer claszs is the sum of the sendout for the
heating and non-heating seasons, where the heating season is from
November through March. 1In a year with normal weather, the heating
geazon for each clags is calculated in the following manner:

[5 x (class monthly base use per customer) x (the number of
customers)] + [(the class heating load factor) x (heating season
normal year's degree days) x (the number of customers)].

For each c¢lags, nonsheating season sendout in a normal year is:
[7 x (clase monthly base use per customer) x (the number of

customerg)] + [{the class heating lecad factors) z (non=heating
season normal year's degree days) x {the number of customers)].

The design year heating season and non=heating season sendout
requirvements are calculated in a similar fashion.

Holyoke uses actunal 1983-84 sales data to derive base use per
customer and heating load factors for each customer class., These are
adjusted downward, judgementally, by approximately 1.5 percent each year
of the forecast period in order to account for conservation. The method
employed to project the number of customers for each forecast year is
unclear,

Holyoke uses a split-year's total of 6505 degree days to forecast
sandout regquirements in a normal weather year, a split-year's total of
6985 degree days to forecast gsendout requirements in a design weather
vear, and 68 degree days to forecast sendout reguirements for a peak
day. .

For each customer clasg, peak day sendout is equal to:

{{daily base use per customer) x {the average of customers)] +
[(heating use per degree day) x.(peak degree days)].

Summing across customer classes gives peak day sendout. Daily base per
customer is obtained by dividing heating period base use per customer by
151 days. Heating use per degree day is obtained by dividing heating
use per customer by a normal year's degree-days.

-

4Holyoke has stated that it projects the number of customers based
upon historical data. However, the methodology for forecasting the
average number of customers fis not stated. This issue is addrecced
infra at 13.

el



g

E. Impact of Weather and Conservation

1. Weather Data

HolyoRke uses a 65° Fahrenheit standard as the temperature above
which heating load is zero. Holyoke employed this standard to derive
degree days «- which ig a measzure of coldness used in determing normal
and design year criteria -- and to forecast heating load increments.

The normal year standard of 6505 degree days is the average of 30 gplit
vears' degree-day data. The design year standard of €985 degree daye is
the coldest split year in 30 years., The peak day of 6B is the coldest
24 hour period in 30 years,

Holyoke prafers a design year oriterion based upon recurrence
expectancy, that is, based upon a worst weather year within a specified
time period, rather than a criterion in which a specified percentage of
a normal year's sendgut requirement is added to the normal year's
sendout reguirement,

Table 2 Dagree Day Data

Split Year Non-Heating Heating Total Peak

Season Season Split=-¥r. . Day
198081 1235 5396 6631 68
1981/82 1411 5175 6586 65
1982/83 1221 4633 5854 al
1983/84 1238 4842 6080 60
1984/85 1017 4889 59206 57
Normal 1321 5184 6505 -
Desgign 1373 5612 6985 68

Ag indicated in Table 2, split=year 1984/85 had a warmer than
normal heating and non=heating seasons. The actual peak day of 57
degree days is considerably lower than the design peak day of 68 degree
days.

2. Peak Day Requirement

In split vear 1984/85, the sendout was 11.6 MMcf for the actual
peak day of 57 degree days. The design forecast is expected to decline
from 12.3 MMcf in 1985/86 to 12.0 MMcf in 1989/90. The forecast
projects this decrease because of adjustments in total use per customer
for conservation.

3. Cold Snap Requirements
The coldest two~to-three week period for Holyocke occurred in

January 1982, from the 10th day of the month to the 27th day. Degree
days ranged from a low of 42 to a high of 67. The total number of

Ssee Tr. 11/15/86, at 113.



degree days for the l8-day period was 982, averaging approximately 55
degree days per day.

4. Conservation6

Holycke continues to adjust total use per customer in each ¢lass by
approximately - 1.5 percent for esach forecast year. The Department
expects more efficient appliances and increased insulation to reduce
average use per customer,

In the last decision, the Siting Council expressed its concern that
projecting a decrease in base and heating wse factors gf 1.5 percent
would lead to underestimation of sendout requirements. As shown in
Table 3, total use per customer for the heating season and nen-heating
season has not demenstrated any pattern of decline except in the
commercial /industrial and industrial classes, Indeed, residential with
gas heating and residential without gas heating show a pattern of
increase for both heating and non-heating season, In addition, the
commercial/industrial class total use per customer has been increasing
in the non-heating season.

Table 3 Total Use Per Customer by Class

(MMcE£)
Residential Residential Commercial/
with heat without heat Industrial Industrial

Non -Heating Season

1980/81 25,08 11,34  e=em= ememmeee
1981/82 26.02 1l.62 312.0 13,531.,7
l982/83 26,4° 12,20 3ig.1 13,808,0
1983/84 24,36 12,62 299.7 15,238.6
1984/85 29.45 13.2 327.0 1¢,818.0

Heating Season

1980/81 62,01 8.10 mmme- meememee
l981/82 64.81 8,30 588.4 19,452.7
1982/83 63.30 g.61 555.0 18,209.0
1983/84 - 68,77 8,30 570.2 16,327.1
1934/85 70.40 2.30 534.0 15,818.0

6 . . .

For a discussion of Department-sponsored conservation efforts and
Department's evidence concerning conservation, See: In Re: Holyoke Gas
and Electric Light Department, 13 DOMSC 47, 56 (1985), and Tr. 11/15/85,
at 134-5.

7In Re: Holyocke Gas and Electric Light Department, 13 DOMSC 47, 57
{1985} .
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Therefore, it is Aifficult to justify the Department's continuing
and indiscriminate decrease in total use per customer due to
conservation. The Department appears to be mechanically determining its
use factors. Holyoke simply trends the previous year's use factors for
congservation instead of adjusting use factors judgementally for the
underlying dynamics of its retail market.

: C. Forecast of Total Firm Sendout

In the last decision involwving Holyoke, the Siting Council
expressed itg_concern that Holyocke was underestimating normal and design
year sendout. The Siting Council recowmmended that Holyoke reassess its
method of adjusting total usage per customer. Holyoke has not indicated
that it evaluated or changed its estimating approach. 2Again, the Siting
Council remaing concerned that Holyoke is unnderestimating normal and
design sendout for the forecast period in the 1935 Supplement.

1. Normal year

The actual sendout for 1984/85, including interruptibles, was 2,570
MMcf. Total sendout wounld have been 2,664 MMef, had a normal year
cccurred. The 1984 Supplement forecasted a normal year's sendout at
2,273 MMef. This represents a difference of 371 MMcf, or 16.5 percent,
between the normalized sendout for 1984/85 lact and the last forecast of
i sendout requirements for a normal year.

Furthermore, Holyoke overestimated the number of customers in three
out of four customer classes in the 1984 Supplement. Only, the
industrial class which has 4 customers was not overestimated. Had the
projected customers for the residential with gas heat, residential
without gas heat and commercial/industrial classes materialized, the
underestimation of normalized gsendout in the 1984 Supplement for split
year 1984/85 would have been greater.

Although the Department regards a difference between forecasted and
actual normalized sendout of less than 15 to 20 percent to be an
acceptable level of accuracy, the Siting Council noteg that the
difference betwesen Holyoke's normal ye@r's sendout requirement and its
design year's is less than 4 percent .

'? The Department expects total sendout to decline each year of the
' forecast period from 2,342 MMcf in 1985/86 to 2,060 MMcf in 1989/290, or
at a 3.2 percent per annuam.

8Ibid.

9See Tr. 11/15/85 at 128.
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Table 4 Sendout Requirements for a Normal Year

{MMcE)
Non-Heating Heating
Season Season Total
1285/1986 1,054 1,288 2,342
1986/1987 1,054 1,288 2,342
1987/1988 1,048 1,278 2,326
1988,/1989 804 1,268 2,072
1989/1990 800 1,260 2,060

2. Degign Year

Holyoke expects total firm sendout for a design year to decline
from 2,415 MMcef in 1985/86 to 2,129 MMcf in 1989/90. The significant
drop in sendout between 1987/88 and 1988/89 is due to the Holyoke's
planned energy resource recovery plant discussed infra. at 11 and 132,

Table 5 Sendout Requirements for a Design Year and Peak Day

(MM )
Hon~Heating Heating
Season Season Total Peak Day
1985,/1986 1,063 1,352 2,415 12.36
1986,/1987 1,063 1,351 2,414 12,33
1987/1988 1,087 1,341 2,398 12,23
1988/1989 813 1,331 2,144 12,13
1989/1990 808 1,321 2,129 12,02

b. Forecast of Number of Average Customers

1. Residential Customers with Gas Heating

The total number of residential customers with gas heating has
declined from 7,089 in 1980/81 to 6,329 in 1984/85. However, the number
of customers increased by 13 customers in split-year 1984/85.

As indicated in Table 6, Holyoke is forecasting an increase of 50
customers in 1985/86 and 1986,/87 and of 30 customers per year
thereafter.

2. Residential Customers without Gar Heating

The number of residential customers without gas heating has
increased from 2917 in 1980/81 to 5342 in 1984/85. However, the number
of customers peaked in 1982/83 and has declined in each of the last two
years,

As indicated in Table 6, Holyoke is projecting that the number of

residential customers without heating will increase by 10 cuastomers per
annum.

-1l
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3. Commercial/Industrial

After peaking in 1981/82, the number of commercial/induatrial
customers has declined by about 28 customers per year from 1,003 in
1981/82 to 919 in 1984/85.

As indicated in Table 6, Holyoke is projecting an increase of 20
customers in 1985/86 and 19286/87 and of 10 customers, anmially,
thereafter.

Table 6
Forecast of Customers from 1985/86 through 198%/90
Residential Residential Commercial/
Year Heating w/c Heating Industrial
1985,/86 8372 3352 939
1386/87 6429 3362 ago
1987/88 6454 3372 969
1388/89 6479 3382 979
1989/90 6504 3392 989

Again, Holyoke provides no documentation or explanation of how it
é projects the number of customers for its customer classes.

E. Company Use & Unaccounted for Gas, Interruptible and Resale Gas
Customers

1. Company & Unaccounted for Gas

Company and unaccounted for gendout in heating and nonh-heating
seasons during the forecast period are calculated as being equal to 4
percent of sendout for the 4 firm customer classes in each year of the
forecast period. 1Internal use of gas is comparatively large hecause
Holyoke uses gas to power its district steam system. As shown in Table
7, a significant drop in sendout is projected to begin in 1988/89, when
the construction of an energy rescurce recovery plant will replace
Holyoke's steam plant in the district steam system. The steam produced
by the energy rescurce recovery plant will be purchased by the
Department.

Since the 1584 Supplement projected the energy resource recovery
plant to be operational in 1987/88, the Department should monitor amd
report on the coiﬁtruction progress of this facility in the narrative of
its next filing.

bt

10
(1985) .

See In Re: Holyoke Gasg and Electrice Department, 13 DOMSC 47, 54

oLl
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Table 7 Company and Unaccounted for Sendcut

Split Year Non-Heating Heating
Season Season
1985/86 481 259
1086 /87 482 260
1987/88 481 259
1988,/89 244 259
1889 /90 244 259

2. Resale and Interruptible

In the past, Holyoke has rescld gaz to ETY State Gas Company (“Bay
State"), most recently, in November of 1982. Holycke anticipates no
resale to Bay State in the future. Holyoke forecasts a significant
increase in interruptible gendout. For the five vears preceding the
torecast period, interruptible sendout was 168 MMef in 1980/81; 158 MMcf
in 1981/82; 181 MMcf in 1982/83; 240 MMcf in 1983/84; and 35€ MMef in
1984/85. In contrast, interruptible sendout ig expected to be 439 MMcf
throughout the forecast period. The significant increase in expected
sales volume was due to thelgddition of a large volume interruptikle
customer in November, 1984. In itg next filing, Holycke should report
on the impact of current and forecasted oil prices on its expected
interruptible sales.

F. sunmary

The Siting Council finds Holyoke's methodology to be sound and
appropriate for a gas utility of its size and resourceg. The Siting
Council appreciates the backup work papers provided in the 1985
Supplement, which improved the reviewability of the filing.

However, the Siting Council notes that the Department‘s wmethodology
tor forecasting sendout ig only as reliable as the underlying data and
the intimate knowledge of community activity used in making judgemental
adjustments to the data. The Department judgementally decreases use per
customer by 1.5 percent for conservation while ignoring other factors
such as gas prices, oil prices, employment and income.

The evidence before the Siting Council does not support the
Department's judgemental adjustment of customer usage for conservation,
The Siting Council does not dispute the impact of conservation upon
usage per customer. Rather, the concern of the Siting Council is that
customer usage levels depend upon other variables in addition to
conservation for which use per customer might be adjusted. Condition

11Response to Information and Documants Regquest No. 10 in Docket
Wo, 84=-23.

12In Re: Holyoke Gas and Electric Department, 13 DOMSC 47, 54

(1985).
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One of this Decision addresses the matter of the possible
underestimation of firm sendout.

On the basis of the recoxd, the Siting Council has concerns
regarding the reliability of Holyocke's methodology. In particular, the
record suggests that Holyoke's methodology may underestimate sendout
reguirements due to the Department's adjusting sendout only for
conservation while other variables impacting upon base and heating use
factors are ignored. Thus, the Department is required in its response
to Ordexr No. 6 in Docket Wo. 85-64 to determine the impact of its
adjustments for conservation upon forecast accuracy. Discussed infra.
at 23.

The Siting Council has concerns about the ability of Holyoke to
meet sendout reguirements in the future. 1In its next filing, the
Department must address how it will meet regquirements in the latter
yvears of the forecast pericd should some of its projected supply sources
not be available as expected.

Farthermore, the Siting Council in its preceding declision requested
that Holyoke provide an explanation of how it forecasts the number of
customers for the residential heating, residential general and
commercial/industrial classes. As Holycke has not done this, Condition
Two Of this Decisions orders the Department to provide such in its next
filing,

Overall, the forecast is appropriate for a gas uwtility of Holyoke's
size and resources, and is basically reviewable, The Siting Council
does have reservations about the reliability of the forecast. However,
the problems in this forecast are not insoluble. Several of the
Conditions in this Decision and the Order in Docket No. 85-64 focus on
steps Holyoke must take to raise the Siting Council's confidence in its
forecast,

IV. Resources and Facilitieas

Holyoke relies on pipeline gas purchased from Tennessee Gas
Pipeline Company ("Tennessee") to meet Holyoke's base load requirements.
As peak shaving supplies, Holyoke also sends ocut LNG and propane air,

Holyoke purchases gas under Tennessee's G-6 Rate Schedule pursuant
to a contract dated June 4, 1981. The initial termination date of the
contract is Novembexr 1, 2000, with automatic extensions unless cancelled
on 12-months' written notice of either party. The maximum daily
guantity {"MDQ") is 7.875 MMcf. The Annual Volumetric Limitation
{("AVL"} is 2,787 MMcf,

In addition, Holycke's pipeline gas supplies from Tennesgee will
increase pending completion of a project which has received initial
approval from the Federal Energy Regulatory Commission ("FERC").
Tennessee filed in FERC Docket Mo. 84-441-000 et al. for a Certificate
of Public Convenience and Necessity which will raise Holyoke's MDQ and

-14-



=

~16-

AVL to 10,0 MMcf and 3,278 MMcf, respectivelyi3 Holyoke anticipates
receiving these volumes beginning in 1988/89.

Furthermore, Holyoke is considering participating in the Thomas
Corners Storage Project ("Thomas Corners") which would provide 330 MMcf
of underqround storage with a firT4delivery of 3.3 MMcf per day, and an
anticipated service date of 1987, According to the Departmen 4 the
determining issue for the project is "getting transportation."

Holyoke purchases gas from Bay State under a contract dated Octobexr
25, 1978 as amended, on June 26, 1981 and on August 23, 1982, The
contract contains an original termination date of March 31, 1988, but
will continue in effect on a contract year basis thereafger unlesas
cancelled on 12-months' written notice of either party. As amended,
the agreement provides for 157.5 MMcf firm volumes and 52 MMcf of
optional volumes, The firm volumes are purchased on a take-or-pay
basis. Holyocke exercises its option to purchase additional wolumes by
written notice tc Bay State 10 days before the beginning of the month in
which gas ig to be purchased., The elected quantities hecome a
take-or-pay responsibility of Holyoke.

Under the Bay State contract, Holyoke is obliged to use its best
efforts to receive gas by displacement through interconnections with Bay
State on the Willimansett Bridge in Holyoke and on Balboa Drive in West
Springfield. Holyoke must give Bay State an hour's notice when it
regquests delivery by displacement, The maximum hourly take by
displacement at these points are 125 Mcf and 50 Mcf respectively. There
was no ingtance during 1984/85 wherein Bay State was unable to deliver
gag through displacement when requested. If gas cannct be taken by
displacement, delivery is made by trucking LNG or propane on 24 hour's
notice, Bay State has responsibility for providing the trucking
service.

Holyoke's four LNG facilities have a storage capacity of 14,7 MMcf
and a daily design sendout of 12 MMcEf., Holyoke's propane storage and

lsalthough Tennessee expects the project to be in service beginning
in 1987, Holyoke anticipates, for planning purposes, that service will
begin in the 1988/89 split year. Tr. 11/15/86, at 123-125, and 1985
Supplement's Table G-23.

14See the 1985 Supplement's introduction.

ope. 11715786, at 117.

16The decision te terminate the LNG contract with Bay State is
contingent upon completion of the Tennessee project or Holyoke's
participation in Thomas Corners. Tr. 11/15/85 at 132. The Siting notes
that the Department's Table G-23 indicates that Helyoke is not relying
uwpon Bay State [NG in its supply plan to meet sendout requirements after
1987/88.
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vaporization facility has a storage capacity of 18.4 MMcf and a design
daily sendout of 2.4 MMcf.

Holyoke entered into contracts with 3 propane suppliers.l7 The
total firm and optional quantities of propane are 27 MMcf and 54 mMMcf,
respectively. Holyocke anticipates contracting for propane throughout
the forecast period.

V. Cogt Study

In the preceding decision, the Siting Council ordered Holyoke to
provide a cost study which would compare the costs of various options
for AVL and MDQ for Tennessee's G=6 gas with appropriate levels of
supplementals. In compliance with this condition, Holyoke submitted a
cost study comparing the incremental cost of seven options involving
various combinations of MY} and AVL for Tennessee gas, delivery of gas
from underground storage, and supplementals.

A, Methodological Issues

Holyoke evaluated seven options of combinations of MDQ and AVL for
Tennessee rate G-6 gas, the underground storage and supplement gasg in
its cost study. The seven options are:

a) Tennessee rate G~6 MDQ remains at 7.875 MMcf, 330 MMcf of
storage with firm transportation, and 6.0 MMcf of propane;

3] The MDQ for Tennessee gas is raised to 8.875 MMcf, with an
underground storage contract for 330 MMcf and no peak
shavings supplies;

c) The MDQ for Tennessee gas is raised to 8.875, with the peak
shaving sendout requirement of 176.25 to be met with 88.125
MMcf of LNG and 88.125 MMcf of propane;

d) The MDQ for Tennessee gas is at 8.875 MMcf with the peak
shaving sendout reguirement of 176.25 to be met with 176.25
MMcf of propane gas;

e) The MDQ for Tennessee gas is set at 8.875 MMcf and the peak
shaving 1s met with 176.25 of LNG:

£) The MDQ for Tennessee is raised te 10.¢ MMcEf and the peak
shaving sendout requirement of 40.0 MMcf is met by propane;
and

q) The MDG for Tennessee gas is raised to 10.0 MMcE, with
uanderground storage at 330 MMcf, and no supplemental fuels,

In the cost study, the Department compared the incremental cost of
each of the seven options with respect t¢o a base case. The base case is
the actual cost of Holyocke's supplemental fuels for the 1984/85
split-year. Boeth Thomas Corners and the Tennessee project's increased

17H01yoke has propane contracts with Burek 0il and Gas Company, Gas
Supply, Inc. and Petroleum Gas Service. See the 1985 Supplement's Table
G-24.

-1 G



P A X -

o

-] f-

MDQ and AVL would have displaced supplemental fuels in 1984/85. Thus,
Holyoke compared what the incremental cost would have been in 1984/865
tor each option with the actual cost of supplemental fuels in 1984/85.
The difference between supplemental fuel casts and the incremental fuel
cost of an option represents the net savings that the rate payers would
have had in 1984/85.

The incremental cost of each option is equal to the cost associated
with increase MDQ and AVL, the storage cost with firm transportaticm,
and the amount of LNG and propane. Supplemental fuels are required only
when daily sendout exceeds the MDQ for Tennessee's pipeline gas and the
dally firm deliverability from underground storage. The load duration
curve which indicates the number of days that daily sendout exceeds any
specified daily sendout requirement is used to determine the guantity of
supplements for each option.

Holyoke is commended for performing such a study and making it
available to the Siting Council. The Siting Council has indicated in
its Notice of Inquiry that it will begin to scrutinize cost issues in
its evaluation of company gas supply plans.

The Siting Council f£inds the range of supply plan coptions
considered in the study to be appropriate for a gas utility of Holyoke's
size and resources. However, the Siting Council also finds the cost
study not to be reliable because of three methodological flaws. First,
Holvoke used actual sendout requirements and load duration curves for
1984/85, when it should have used normalized sendout requirements and a
normal year's load duration curve. Next, the Department should have
used a suitable split-year during the forecast period, that is, 1987/88,
1988/89, or 1989/90 instead of the 1984/85 split-year. Finally, the
Department did not consider anxaalternative scenarios in which the
various options are evaluated,

The probable impact of the first two flaws is to bias downward the
net savings of all options. The greatest underestimate of net saving is
likely to be for options B, F and G, since actual sendout (including
interruptible sendout) will in all likelihood be greater for a normal
year durigg the forecast pericd than what actually occurred in
1984/85. Greater sendout requirements might lead to greater rxeliance
upon supplemental fuel., Therefore, more supplemental fuel should be
displaced by the various options resulting in greater net savings.

Alsa, the Department should have examined an alternate scenario
involving a design split-year in its cost study. It is probable that
the Department®s preferred supply plan, option B, would have faired much
better under design weather conditions.

18Also, the price assumptions were not dated.

19Split-year: 1984/85 was warmer than normal.
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B. The Results

The results of the study are presented in Tahle 8. The most ¢ost
effective options are; (1) option A, which would increase the MDQ for
Tennessee gas to 10.0 MMcf and purchase 40,0 MMcf of propane; and (2)
option F, which would maintain the MDQ for Tennessee at 7.875 MMcf and
contract for underground storage and & MMcf of propane as a supplemental
fuel.

Howeyer, it appears that Holyoke intends te select supply plan
option B, In option B, Holvoke's MDQ would be raised to 8.875 MMcf and
the Department would participate in Thomas Corners which would provide
100 days of 3.0 MMcf of firm transportaticn from undergxound storage.
This option deoes not reduce the cost to rate payers, in contrast to
options A and F, which would rafuce costs to rate payers by
approximately 500,000 dollars. Thus, the opportunity cost of opticn B
is about 500,000 dollars.

The supply plan options considered in the cost study will displace
propane and ILNG in Holyocke's dispatch mix. Holyvoke used about 288.75
MMcf of supplemental fuels in split-year 1984/85. 1If Holyoke had the
gas supplies from the Tennessee expansion project (option F) availeble
in 1984/85, then its supplemental regquirements would have been 40 MMcf.
Under option F, total cost of supplementals would have been 1,900,000
dollars, the cost to Holyoke of the expansion project and 40 MMcf of
propane gas would have been 1,400,000 dollars yielding a net savings of
about 500,000 dellars. If Holyoke had the underground storage project
available in 1984/85, then its supplemental requirements would have been
6.0 MMcf. Storage and propane gas costs would have been about 1,400,000
dollars also yielding a net savings of about 500,000 dollars,

Under option B, Holyoke would participate in Thomas Corners and
raise its MDD of pipeline gas from Tennessee to 8.875. Since
participation in Thomas Corners ({(option A) would leave only 6.0 MMcf of
propane to be displaced, the incremental c¢ost of raising the pipeline
MDQ to 8.875 is about 500,000 dollars while the propane it would
displace would cost eonly 40,000 dollars. Thus, option B would not have
been a cost-effective project in 1284/85,

The Department has statedZEhat it plans for the long-run rather
than for the immediate future. Thug, the Siting Council may infer that
Holyoke believes its preference for option B is justifiable in terms of
option B*s long~run economics. However, due to the one-year time

20599 1985 Supplement's narrative (unnumbered)} and Tr. 11/15/85 at
147.

21'1‘he net saving of option B is negligible,

22$ee 1285 Supplement's narrative and Tr, 11/15/85 at 147,
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horizon used by the Department in its cost study the Siting Council has
ne evidence before it to help it determine whether option B offers
savings over the other options for a longer time frame,

Still it appears to the Siting Council that option B would not be
cost justifiable in the long-run unless:

(a) Holyoke's supplemental reguirements increased significantly
during the forecast period;

(b) pipeline gas and underground storage remained desirable duve to
availability and reliability; and

(c} there were a serious risk that Holyoke could not increase its
pipeline volumes or obtain storage capacity at the time when
they were cost effective.

In ewvaluating whether these conditicns are likely to occur, the
Siting Council offers the following comments. Firsgt, ag discussed
supra, the methodological flaws in the forecast method might have caused
an underestimation of the quantity of the supplemental fusls that
Holyoke's system will require during the forecast periocd for a normal
year's weather. Therefore, the net fuel savings of options B and F
might have been underestimated in the cost study. However, it has not
been demonstrated that the growth in total sendout and supplements would
be sufficient to generate an additional net savings of 500,000 dollars
to make option B as cost effective as option A, Purthermore, the net
savings would have to be more than 500,000 dollars to be as ¢ost
effective as option F, since the net savings of option F would also
increase,

Second, Heolyoke presented no evidence that pipeline gas and
underground storage transportation will remain a preferred supply source
based upon availability, reliability and cost.

Finally, and most importantly, the Department has not demonstrated
that it will be vnable to participate in future pipeline expansion
projects or storage projects with firm transportation. This is c¢ritical
because, on the basis of the record before the Siting Council, Holyoke's
preference for option B over option F entails a sacrifice of perhaps a
half million dollars in savings per year for the forecast period,

Should option B become cost effective after the forecast period, then a
future bhenefit of opting for option B now must be balanced againgt the
current oppertunity cost of option B. If a project comparable to option
B were to be available to Holyoke later on if and when option B were
cost effective, then selecting option B as its current supply plan
cannct be justified because option 2 or option F could be selected as
the current supply plan and a project comparable to option B could be
incorporated in Holvoke's supply plan at a future date, This strateqgy,
selecting opticn A or option F now and at a future date engaging in a
project similar to that of option B, would not entail sacrificing 500
thousand dcllars per vear during the forecast period.

Therefore, the Siting Council is unable to make a finding upon
whether the Department's intended supply plan, option B, is the least

-19-
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Comparison of Costs of Base Case with Seven Options

Option

1. Base Case
MDO = 7.9
LNG = 210

Propane = 79

Option A
MDQ = 7.9

Storage = 330.0
Propane

Il
o
*
o

Option B
MDO = B.9
Storage = 330
Option C

MDQ = 8.9
Propane = 176,25

Option D

MDO = B.9
Propane = 88,1
LNG = £88.1

Option E
MDD = 8,9
ING = 176.3

Option F
MDQ = 10.0
Fropane = 40

Option G
MDQ = 10.0
Storage = 330

Incremental
FPipeline
Costs

0

514.4

514.5

514.5

514.5

1,124.8

1,124.

Storage
Cost

0

1,376.8 O

NG Propane Total
1,398 516 1,914 ---
39 1,416 498

l1,37¢.8 00 1,891.2 23.2

0
0 586.6
0
0
8 1,376.8

-2 -

0 1,115.8 1,67C.3 244.1

577.9 1,679.0 235.9

1,173,306 1,687.8 226.6

0 266.7 1,391.5 522,9

0 (587.1)
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cost supply plan due to methodological problems in the cost study. In
particular, the Department used actual sendout data for 1984/85 instead
of normal and design year sendout requirements for one or more yeaxs of
the forecast period, which would have been more appropriate. The use of
actual sendout Gata could have reduced the Department's estimate of net
savings for all of the options, but especially for options B and F.
Hence, option B might be rated higher in a more appropriate study. In
addition, the Department failed to demonstrate that its intended supply
plan would be cost effective over a longer time period. 1In cxder to
demonstrate that the intended supply plan is beneficial in the long run,
it is necessary to have incorporated in the cost study: (a) the
expaected benefits for a period including years beyond the forecast; and
(b) a discussion of the risk of not being able to participate in supply
Projects with comparable benefits beyond the forecast period. However,
as discussed infra. at 24, option B might be a more reliable plan than
options A or F in meeting peak day requirements. The Department's
future cost studies should incorporate the kind of methodelogical issues
raised herein.

VI. Comparison of Resources and Requirements

A, Normal Year

Tables 9 and 10 portray Holyoke's plan for meeting sendout
requirements in a normal vear. Requirements are met with purchases of
Tennessee pipeline gas, Bay State pipeline displacement and Bay State
ING, ING from storage, and propane for split years 1985/86 through
1987/88, For 1988/89 and 1989/90, sendout requirements will be met with
Tennessee pipeline gas, firm transportation gas fxom underground storage
and propane, Holyoke's supply plan requires it to dispatch all of its
firm Bay State LNG and propane supplies during 1985/8¢ through 1987/88,
Also, Holyoke intends to dispatch all of its firm transportation gas
from underground storage and firm propane gas during 1988/89 and
1989/90, Of the 2,878 MMcE of pipeline gas available for 1985/86
through 1987/88, Holyoke intends to dispatch 2,415 MMcf in 1985/86,
2,415 MMcf in 1986/87 and 2,499 MMcf in 1987/88. Of the approximately
3,240 MMcf of pipeline gas available for dispatch in 1988/82 and
1985/90, Holyoke2§ntends te dispatch 2,446 MMof in 1988/89 and 2,434
MMcf in 1989790,

The Siting Counclil is ¢ongerned about Holyoke's reliance upon Bay
State's LNG to meet its sendout requirements. Holyoke has received
assurances from Bay State that it will be able to meet its contractual

23Under supply plan option B, Holyoke's MDQ is 8.875 MMcf, and 365
times 8.875 MMcf is approximately 3,240 MMcf.
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Tahle 92

Comparison of Resources and Requirements
Turing a Normal Year's Non-Heating Season

(MMc£)

85/86 86,/87 87/88 88/89 89/90
Requirements
Firm 1,054 1,054 1,048 B804 800
Interruptible 212 212 212 212 212
LNG Storage Refill —— -—— - - =
Underground Storage Refill —_—— ——— 190 330 330
Total 1,266 1,266 1,450 1,346 1,342
Resources
Tennessee G-6 1,246 1,246 1,430 1,326 1,322
Bay State 10 10 i0 10 10
LNG (storage) 10 10 10 10 10
Propane —— e —— - —
Total 1,266 1,268 1,450 1,346 1,342

Takle 10
Comparison of Remgources and Reguirements
During a Normal Year's Heating Season
{(MMof)

B5/86 86/87 87/88 88/89 83/90
Requirements
Firm 1,288 1,288 1,278 1,268 1,260
Interruptible 227 227 227 227 227
LNG Storage Refill - - - - -——
Underground Storage Refill -——- ——= i ——= o
Total 1,518 1,515 1,505 1,495 1,487
Resources
Tennessee G=-6 1,162 1,189 1,069 1,120 1,112
Tennessee R-6 100 100 i e — -
Thomas Corners - —— 190 330 330
Bay State ILNG 187 187 187 - —_—
ILNG (storage) 14 14 14 ——— —
Propane purchases 27 27 27 27 27
Propane {(storage) 18 18 13 18 18
Total 1,518 1,515 1,505 1,495 1,487
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obligations to supply Holyoke with LNG for split-year 1985/86.24

However, Holyoke has expressed its concern about the future

reliability _of LNG because Distrigas Corporation has filed for
bankruptcy. Distrigas of Massachusetts Corporation (“DOMAC"), a
subsidiary of Distrigas Corporation, supplies Bay State with ING which
enables Bay State to resell LNG to Massachusetts and New Hampshire gas
utilities including Holyoke, Thus the future availability of this
source of LNG supply is uncertain. Due to this uncertainty, the Siting
Council in Condition Three of this Decision will order the Department to
address this issue in its next filing,

1. Hon-Heating Season

Throughout the forecast period Holyoke must meet its sendout
requirements for it's firm customers. Also, it intends to supply
interruptible customers as well. In addition, Holyoke will send
pPipeline gas to underground storage heginning in 1987/88. The total
requirements are equal to 1,266 MMcf in 1985/86 and 1,342 MMcf in
128%/90. Requirements reach a maximum of 1,450 MMcf in 1987/88.
Interruptible sendout is not expected to increase.

Holyoke intends to dispatch Tennessee rate G-6 gas, Bay State LNG
and LNG from storage to meet its non-heating season requirements. The
primary source of gas supplies during the non-heating season will be
Tennegsee G-6 gas.

2, Heating Season

Throughout the forecast period Holyoke must meet its firm sendout
requirements. Also, Holyoke expects to sendout gas to interruptible
customers, Holyoke expects to require approximately 1,500 MMcf cof gas
supplies during the forecast period.

Holyoke intends to dispatch firm Tennessee rate G-6 gas, propane
purchases and propane from storage for any design split year of the
forecast period. For 1985/86 through 1987/88, the Department will also
dispatch Bay State LNG and LNG from storage. Foxr 1987/88 through
1989/90, the Department will dispatch gas from underground storage as
well. In addition, interruptible Tennessee R-6 gas will be dispatched
only in split-yvears 1985/86 and 1986/87. Supplemental gas supplies will
be 246 MMcf from 1985/86 to 1987/88.

B. Deslign Year
Table 11 and 12 alsc shows Holyoke's plan for meeting sendout

requirements in a design year. Requirements are met with Tennessee G-6
gas, Bay State LNG and displacement, LNG from storage, propane gas, and

24Tr. 11/15/85, at 132.

ry, 11/15/85, at 127.
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Table 11
Comparison of Resources and Requirements
During a Design Year's Non-Heating Season

-24-

(MMcf)

85/86 86/87 87/68 £88/89 89/90
Requirements
Pirm 1,063 1,063 1,057 812 gog
Interruptible 212 212 212 212 212
ILNG Storage Refill -— _— — —-——— ——
Underground Storage Refill - -— 190 330 330
Total 1,275 1,275 1,459 1,355 1,350
Rescurces
Tenneszsee G-6 1,255 1,255 1,439 1,338 1,330
Bay State 10 10 10 10 10
LNG (storage) 1o 10 io 10 10
Propane -—— -—— - -—— -—
Total 1,275 1,275 1,459 1,355 1,350

Table 12

Comparison of Resources and Requirements
During a Design Year's Heating Season
(MMef)

85/86 B6/87 87/88 88/89 89,90
Requirements
Firm 1,352 1,351 1,341 1,331 1,321
Interruptible 227 227 227 227 227
LNG Storage Refill - -— - —— —_—
Underground Storags Refill - - - —— ———
Total 1,579 1,578 1,568 1,558 1,548
Resources
Tennessee G-6 1,189 1,189 1,189 1,210 1,210
Tennessee R-6 100 100 - —-— —_
Thomas Corners - —-—— 190 330 330
Bay State 210 210 157 -—- ——
LNG (stcrage) 14 14 14 —-_— -
Propane purchases 43 47 —_— - -
Propane {storage) 18 18 18 18 18
Total 1,579 1,578 1,568 1,558 1,548
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gas from underground storage for split-years. The storage service will
begin in 1987/88. LNG service is discontinued beginning with the
1988/89 split-year. Also, Holyoke expects interruptible Tennessee R-6
gas to be available to meet sendout requirements. During the forecast
period, Holyoke intends to dispatch all of its firm ING, propane and
underground storage gas supplies. During the heating season, the
Department will dispatch all of its firm pipeline supplies. For a
design vear occurring during the forecast period Holyoke would need to
dispatch 1,550 MMcf in 1985/86, 1,550 MMcf in 1986/87, 3,027 MMcf in
1987/88, 2,923 MMcf in 1988/8%9 and 2,908 MMcf in 1989/90,

The Siting Council is conecerned about the inclusion of Thomas
Corxners in Holyoke's supply plan beginning in 1987/88 since the
Department does not have a contract for firm transportation of gas from
underground storage. Tt appears that the availability of Thomas Corners
is critical for the Department to meet its commitments after split-year
1987/88. Thusa, the Department must discuss the status of Thomas Corners
in the narrative of its next filing. Condition Four of this Decision
addresses this issue.

Also, the Siting Council notes that Holyoke expects to have
available 100 MMcf of interruptible pipeline gas during a design yvear.

Finally, the Siting Council is somewhat confused by Holyoke's
supply plan in that for split-years 1988/8%9 and 1989/90 Holyoke includes
more supplemental fuel in a normal year's dispatch than in a design
year's dispatch. The Department should address this concern in its next
filing,

1. HNoh—-Heating Season

Throughout the forecast period Holyoke must meet its sendout
requirements for its firm custcomers. Also, it intends to supply
interruptible customers as well., In addition, Holycke will send
pipeline gas to underground storage beginning in 1287/88. The total
requirements are equal to 1,275 MMef in 1985/86 and 1,350 MMcf in
1989/90, Requirements reach a maximum of 1,459 MMcf in 1987/88.
Interruptible sendout is not expected to increase.

Holyoke intends to dispatch Tennessee rate G-6 gas, Bay State LHNG
and LNG from storage to meet its non-heating season reguirements. The
primary gource of gas supplies during the non-heating season will be
Tennessee G-6 gas.

2. Heating Season
Throughout the forecast period Holycke must meet its firm sendout
requirements. Also, Holyoke expects to sendout gas to interruptible

customers. Holvoke expects to reguire approximately 1,565 MMcE of gas
supplies during the forecast period.

-25—
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Holyoke intends to dispatch firm Tennessee rate G-6 gas, propane
purchases and propane from storage for any design split year of the
forecast period. For 1985/86 through 1987/88, the Department will also
dispatch Bay State LNG and LNG from storage. For 1987/88 through
1988/90, the Department will dispatch gas from underground storage as
well., In addition, interruptible Tennessee R~6 gas will be dispatched
only in split-vears 1985/86 and 1986/87. Supplemental gas supplies will
be 290 MMcf in 1985/86, 289 MMcf in 1986,/87, 189 MMcf in 1987/88, 18
MMzf in 1988/89 and 18 MMcf in 1989/90.

c. Peak Day

In addition to having sufficient gas supplies to meet seasonal and
annual requirements of its customers, a gas utility must have sufficient
supplies to meet peak day requirements,

Holyoke projects a peak day sendout which declines from 12.3 MMef
te 12.1 MMcf during the forecast period. Holyoke's supply plan would
maintain 15.3 MMcf of gas supplies to meet peak-day sendout
reguirements. For split-years 1985/86 to 1987/88, these supplies
include 7.8 MMcf of pipeline gas, 2,0 MMcf of propane gas, 3.5 MMcf of
Bay State LNG by displacement, and 2.0 MMcf of LNG from storage. For
1988/89 and 1989790, these supplies include 10.0 MMcf of pipeline gas,
3.3 MMcf of firm transportation of undevryground storage gas, 2.0 MMcf of
propane.

Shourld the firm transportation of underground storage gas not be
available, Holycke will not be able to meet its peak day sendout
requirements of 12.1 MMcf. Furthermore, this problem is exacerbated by
the likelihood that Holyoke's peak day requirements are underestimated
in the forecast. In its next filing, the Department should focus on
ensuring adequate supplementals to meet peak day requirements in the
latter vears of the forecast. Condition Five of this Decision addresses
this issue,

Alsc, the Siting Council notes that the supply plan for split-vears
1988/89 and 1989/90 is not consistent with option B, but rather with
coption G, which is the least attractive option considered in the
Department's own cost study. Under option B, Holyoke would have
available 8.9 MMcf of pipeline gas, 3.3 MMcf of f£irm transportation of
underground storage and 2.0 MMcf of pipeline gas for a total of 14.2
MMcE of gas which would be sufficient to meet sendout requirements.
Thus, opticn B would meet peak day requirements during the 1988/89 and
1989/90 split years. Thus, the cost study should have examined the
necessary supplementals needed to meet peak day sendout,

D. Cold Snap

The Siting Council has defined a “cold snap" as a period of peak or
near-peak weather conditions, similar to the two-to-three week peried
experienced during the 1980/81 hearing season., The Deparftment's ability
to meet the regquirements of its customers during a cold snap depends on
i1t daily pipeline entitlements, its daily supplemental sendout capacity
and its storage inventories.

~2G .
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For the split years 1985/86 through 1987/88, the Department is in a
comfortable position with regard to its ability to meet sustained
periods of extreme sendout. Only at degree days exceeding 62 would
Holyoke have to use gas other than Tennessee pipeline and Bay State
displacement., Sixty-two degree days was exceeded only twice during the
cold snap of 1981/82, O©On such days, Holyoke would have to produce at
most 0.5 MMcf of supplemental sendout during the forecast perioed. Given
the daily supplemental sendout capacity of 12,4 MMcf, Holyoke would be
able te meet peak day production of 0.5 Mcf even if storage is well
below capacity. Holycke'as estimate of its ability to provide service
during a cold snap is based on assumptions that: 1) no LNG or propane
would be available by truck; 2} LNG storage ig at 70 percent; and 3)
propane storage at 50 percent of capacity. 1In this scenario, 12.4 MMel
ie available for sendout in addition to 12.1 MMcf of daily pipeline

supply.

Under supply plan option B, Holyoke would be able toc meet a
cold-anap period. However, the Depavtment needs to reassess its
cold-snap requirements for 1988,/82 and 1989/90 in the next filing. This
is discussed infra. in section VIL.

E. Surmary and Conclusions

The Siting Council's mandated task is to review gas utilities'
plans to meet forecasted sendout requiremente to ensure adequacy,
reliability, and minimum cost, taking into account the variability of
sendout due to weather and other consideraticns. The Siting Council
finds Holyoke's plan to meet forecasted sendout requirements during a
design year, a cold-snap and peak day to be adequate and reliable for
split years 1985/86 through 1987/88.

Given the uncertainty of Bay State LNG and Thomas Corners, the
Siting Council cannot make a finding on the adequacy and reliability of
the Department's supply plan in the latter years of the forecast period.
The Siting Council has concerns about the ability of Holvoke to meet
sendout requirements in the latter years of the forecast period should
Bay State LNG and/or Thomas Corners not be available. However, there
appears to be several alternatives available to meet sendout
reguirements under normal year, design vear, cold-snap and pesak day
conditions, In its next filing, the Department must address how it will
meet sendout recquirements in the latter vears of the forecast period
should Bay State LNG and/or Thomas Corners not be available. Several of
the Conditions in this Decision focus on the stepe that Holycke must
take to raise the Siting Council's confidence that the Department will
have adequate supplies in all years of the forecast period.

On the basis of the gvidence in the record before it, the Siting
Council cannot find Holyoke's supply plan option B to be least cost.

VII. Impact of Order in Docket No. 85-64

The Siting Council's Order in Docket No. 85-64, along with new
Administrative Bulletin No. 86-1, implementing that order, makes soms

“27=
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changes in the filing requirements te be met by Massachusetts gas
companies in future forecast filings, beginning in 1986. For the
Department's convenience, the changes which are most likely to affect
its preparation of its next forecast filing are briefly outlined below,

A, Forecast Accuracy

The 8iting Council is instituting a requirement that each gas
company report on the accuracy of its past forecasts, vis a vis actual
nermalized sendout for the same years. Holyoke should specifically
examine the accuracy of its forecast to determine whether there have
been any consistent biases in the 1983, 1984 and 1985 filings. The
Department alsc should determine what factors have considerable impact
upon ferecast accuracy and specifically address how much of an impact
potential inaccurate estimates of customer numbers has upon sendout
estimation.

B. Normalization Method

The Order in Docket No. 85-64 requires gas companies to describe in
detail and justify their approach to normalization of sendout for
weather,

C. Design Year and Peak Day Selection

Adminigstrative Bulletin B86~1 will require the gas companies to
provide a rationale for selection of design criteria.

D. New Split Year

On the recommendation of many gas companies, the Siting Council has
determined that the split year used for Siting Council reporting
purposes should begin in November along with the heating season rather
than in April. This change will affect all gas compahies, requiring
them to recalculate the sendout for each historical base year in their
forecast on a one-time basis, as well as to adjust the seasonal
degree=day content of the years forming the basis of their normal and
design year criteria. The Siting Council recognizes that will cause
gsome inconvenience in preparation of the 1986 forecast, but expects that
over the long run the new split yvear will improve the accuracy and
reliability of gas company forecasts.

E. Analysis of Cold-Snap Preparedness

The Order in Docket 85-64 requires that in their next filing, all
large-and medium-sized companies must submit either an analysis of their
cold-snap preparedness or an explanation of why such an analysis is
unnecessary to demonstrate that they will be able to meet their firm
sendout obligations throughout a protracted period of design or
near-design weather. These explanations of why such an analysis is
unnecessary should discuss a company's supply mix, inventory turnover
practices, lead time for attaining supplemental supplies, and historical
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experience of equipment malfunctions, as well as the company's
experience in actual historical cold periods.

F. Coat Studies

In the past, the Siting Council's review of a gas company's supply
plan has focused primarily on a company's abiliiy to meet the
requirements of its firm customers under normal and design weather
conditions., In the past, the Siting Council generally has not compared
or evaluated the costs of gas supply altermatives.

With a range of supply alternatives currently available at
different prices, deliverabhility levels, and contract texrms, the Siting
Council must now ensure a gas company's choice of supplies is consistent
with the Siting Council's mandate to ensure "a necessary energy supply
with a minimum impact on the envircnment at the lowest possible cost."
Mass. Gen. Laws ¢. 164m sec 69H (emphasis supplied).

In this context, the Siting Council finds that in every forecast
filing that indicates that the addition of a long-term firm gas supply
contract is proposed within the forecast period, companies are to
perform an internal study comparing the costs of a reascnable range of
practical supply alternatiwves. This requirement is intended to cover
instances when the following types of contractual arrangements are
propesed: (&} changes in amendments to existing f£irm pipeline supply
contracts or new firm pipeline projects; (b) changes in or amendments
to firm gas storage contracts and for firm transportation of storage gas
or new f£irm gas storage and/or transportation projects; (c) firm
supplies of gas from a producer under a contract covering a two=-year
period or longer, along with related transportation arvangements; (d4)
any arrangement for supplemental gas supplies for which the supply is
intended for use for a period longer than a single heating season,
except for arrangements in which the company can adjust the ING volumes
for the following heating season,

The Thomas Corners underground storage projects, the Tennessee
expansion project and the renegotiation with Bay State are sufficient to
require Holyoke to prepare a ¢ost study. Since Holyoke has already
conducted a cost study, the Department should update its cost study and
address the issues discussed supra. in Section V,

VIII. Order and Conditions

The Siting Council APPROVES the 1985 Supplement to the Second
Long=-Range Forecast of Gas Reqguirements and Resources of the City of
Holyoke Gas and Electric Light Department. Holyocke shall ke required to
meet the gseven conditions listed below.

1. That Holyoke explain and document its knowledge of the community
and itg use of judgement to adjust the nuwbex of customers and use
per customers projections. Alsc, the basis of the adjustment in
the number of customers and use per customer should not be limited
to conservation.

iy B
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2, That Holyoke in its next filing describe the method it uses to
proeject number of customers and provide the marketing plans upon
which its estimates of number of customers are based.

3. That Holycke provide a description of the status of its
negotiations with Bay State for LNG and submit a contingency supply
Plan for meeting firm sendout requirements under normal year,
design year and peak day conditions,

4. That Holycke provide a detailed description of the status of the
Tennessee expansion and Thomas Corners projects. In particular,
the Depariment should describe the volumes it expects to receive,
the in-service dates and any issues still be resolved before
deliveries can hegin.

5. That Holycke submit a contingency plan for meeting peak day sendout
requirements should Bay State LNG and Thomas Corners not be
available for meeting sendout requirements beginning in split-year
1988/1989,

B. That Holvoke satisfy the requirements outlined in the Siting
Council's Order in Docket Wo. 85-64, Standards and Procedures for
Reviewing Sendout Forecasts and Supply Plans of Massachusetts'
Natural Gas Utilities, as described in Sectlion VII,

7. That Holyoke's next Supplement is due on October 1, 1986,

Snsant ,

Susan §. Tierney
Hearing Officer

UNANMIMOUSLY APPROVED by the Energy Pacilitles S8iting Council at its
meeting of August 7, 1986, by the members and designees present and
voting: Chairperson Sharon M, Pollard (Secretary of Energy Resources);
Sarah Wald (for Paula W. Gold, Secretary of Consumer Affairs and
Business Regulation); Stephen Roop (for Secretary James 5. Hoyte,
Secretary of Environmental Affairs); Joellen D'Esti {for Secretary
Joseph D, Alviani, Secretary of Economic Affairs); Joseph Joyce (Public
Member, Labor); Dennis LaCroix {Public Member, Gas); and Madeline
varitimes (Public Member, Environment) nelgible to vote: Elliot
Roseman (Public Member, 0il); Stephef Hiblic Member,
Electricity). BAbsent: Patricia Degse (Public/Member, Engs ring).

L

Date \ fharon M. Pollardd
Chairperson
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Susan F. Tierney
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The Massachusetis Energy Facilities Siting Council ("Siting
Council™) hereby APPROVES the Fourth Supplement to the Second Long-Range
Forecast of Gas Requirements and Regsources ("Supplement") of the Town o
Wakefield Municipal Light Department ("Wakefield" or "the Department").

1. INTRCDUCTION

The Town of Wakefield Municipal Light Department is a "gas company"
as defined under the enabling legislation and the regulaticns of the
Biting Council. Mass. Gen. Laws Ann., Ch., 164, Sec. £9G, Rule 3.3.
Wakefield is a small gas system consisting of 4,700 customers spread
over 7.5 square miles. Approximately 96 percent of the Department's
customers are residential. The Department receives its total gas supply
from the Boston Gas Company ("Boston Gas"). Wakefield has no
facilities, and does not plan te build or obtain any such facilities
during the forecast perilod.

II. SUMMARY OF THE PROCEEDINGS

Wakefield filed the current supplement on July 1, 1985. A Notice
of adjudicaticn of the 1985 Supplement was issued and duly published in
accoxdance with the Hearing Qfficer's ingstructions. As no petitions to
intervene or motions to participate as an interested person were filed
by the deadline specified in the Notice of Adjudication, this progeeding
was left in an uncontested posture.

While consideration of the 1985 Supplement was pending, the Staff
issued a Notice of Inquiry intc an Evaluation of Standards and
Procedures for Reviewing Sendout Forecasts and Supply Plans of
Massachusetts Natural Gas Utilities ("the Wotice of Incuiry") in Siting
Council Docket No. 85-64. The purpose of the Notice of Inguiry was to
solicit comments from all Massachusetts natural gas companies subject to
the Siting Council's jurisdiction as to how the Siting Council's review
procesgs for gas company forecasts and supply plans could he made more
efficient and effective, and its decisiocns on those forecasts and supply
plans more meaningful.

The Hotice of Inquiry set forth a large number of specific
suggestions for changes in the standards and procedures followed by the
Siting Council in gas company forecast and supply plan proceedings.
After requesting and receiving written comments on these suggestions
from all of the regulated gas companies, the staff held 10 days of
hearings on the Wotice of Inquiry in November of 1985. Wakefield

1The Siting Council approved the Third Annual Supplement to the
Second Long Range Forecast in Octoker, 1984. Town of Wakefield
Municipal Light Department, 11 DOMSC 321 (1984), The Siting Council
imposed neo conditions in the last decision.
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appeared at the hearings on Hovembexr 12, 1985, and answered numerous
guestions from the Staff regarding not only the issues raised in the
Notice of Inquiry but also the contents of the 1985 Supplement itself.
While Wekefield's witnesses did not testify under cath, their comments
cast considerable light on certain aspects of the 1985 Supplement. The
transcript eof that hearing are referred to in this Decision as ("Tr.,
11/19/85 at "), and will be made a part of the record of this
proceeding.

Az stated in the Procedural Oxder of Qotcber 22, 1985 in Docket No.
85-64, the present Decision is made on the basis of the Siting Council
standards and procedures which prevailed at the time the 1985 Supplement
was filed. However, certain applicable changes to those standards and
procedures resulting from the Notice of Inguiry and the resultant Order
in Docket Wo. 85-64 are discussed infra, along with suggestions and
instructions for their implementation in the 1986 filing.

ITI. ANALYSIS OF THE SUPPLEMENT

A, Standard of Review

The Commonwealth of Massachusetts mandates that the Siting Council
review sendout forecasts of each gas utility to ensure the accurate
projection of gas sendout requirements of a utility's market area. The
Council's Rules 62.9(2) (a), {b) and (c) require the use of accurate and
complete historical data and a reasonable gtatistical projection method.
In its review of a forecast, the Siting Council determines whether a
projection method is reasonable according to whether the methodology is:
(a) appropriate, or technically suitable for the size and nature of the
particular gas utility's system; (b) reviewable, or presented in a way
that results can be evaluated and duplicated by another person given the
same information; and (c) reliable, that is, provides a measure of
confidence that the gas utility's assumptions, judgements and data will
forecast what is likely to occur. The Siting Council applies these
criteria on a case-by-case basis. Given Wakefield's size and position
as an all-requirements customers of Boston Gas, the Siting Council has
previously determined that Wakefield need only file a simple "narrative"
forecast supplement which focuses on the sendout forecast. In Re

Wakefield Municipal Light Department, 4 DOMSC 198 (1979).

In its current forecast, Wakefield has submitted a "narrative®”
filing and provided tables projecting sendout yequiremente for all four
customer classes, which are space heating, residential non-heating,
municipal and commercial, for each year of the forecast peried.
Wakefield used the same methodology approved by the Siting Council in
1ts Decision en the Department. In Re Wakefield Municipal Light
Department, 10 DOMSC 146 (1984).
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E. Forecagst Methodology

1. Description of Forecast Methodology

Wakefield forecasts requirements for residential non-heating,
commercial, and municipal customer classes by determining the average
annual use per customer for the previcus year and applying a
conservation adjustment. The adjusted customer use factor is multiplied

by the projected number of customers, resulting in an annual use
estimate for each customer class. Wakefield employs the same basic
methodology for space heating customers, except that the average use per
customer is broken down inte heating and non heating use per customer,
and the heating use is normalized.

2.  Analysig of Porecast Methodology

Boston Gas's 1984 Supplement provides a forecast of sendout
requirement for a normal year for Wakefield which is useful for
evaluating the reliability of Wakefield's forecast methodeology. See
Boston Gas Company, Docket Mo. 84-25, Supplement Table G-3(¢c). Table I
compares Boston Gas's figures from its 1984 Supplement to those provided
by Wakefield in its Table "Porm 7" of its 1985 Supplement.

Zs indicated in Table I, Wakefield's projection of sendout
requirements for a normal year exceeds Bogton Gas' forecast of sendout
requirement for a normal year for each year of the forecast peried.
However, Boston Gas projects a normal year's sendout requirement to
increase at 3.4 percent per annum for 1985/86 through 1988/89, while
Wakefield projects its normal year's sendout requirement will increase
at 0.3 percent per annum for 1985/86 through 1988/89. Thus, the
magnitude by which Wakefield's forecast exceeds Bogton Gas' forecagt
declines from 35.4 MMcf in 1985/86 to 3.9 MMcf in 1988/89.

Wakefield's sendout for 1984/85 was 352.5 MMcf., Normalized sendout
for 1984/85 was 360.1 MMcf. In its 1984 Supplement, Wakefield projected
sendout to be 339.7 MMcf, a difference of 20.4 MMcf or 5.7 percent., In
its 1984 Supplement, Boston CGas projected Wakefieldd's sendout for a
normal year to be 310.6 MMcef -— a difference of 49.5 MMcf or 13.7
percent,

3.  Peak Day

As a Condition of its approval of the Department's 1982 Supplement,
the Siting Council required Wakefield to provide a forecast of peak day

use for each year of the forecast period. Table IT lists Wakefield's
computations.

C. Supply: The Boston Gas Contract

Wakefield purchases its total gas supply from Boston Gas on a firm
basis. TUnder the contract, Wakefield may increass its annual puarchases
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from Boston Gas by five percent, on a normalized basis, over the actual
purchases made in the preceding year. If the Department exceeds its
annual contract amount, it may be subject, to a penalty based on the
contract’s "unauthorized overrun” clause,” For contract year 198B3-84,
the Department's actual take of 352.2 MMcf fell well within its contract
limit of 390.2 MMcL. Forecast at 1. As Table I indicates, this
contract limit is not projected to constrain Wakefield's gas purchases
from Boston Gas in a design year. And Table II indicates that contract
limits will not constrain the Departments ability to meet its peak day
requirements.

The number of space heating gustomers has increased by almost 700
customers in the past five years. Contractual constraints prevented
Wakefield from expanding more rapidly. Also, the Department would like
increase the number of interruptible customers, Therefore, the
Department intends to seek changes in its contract with Bostom Gas so
that (1) Wakefield is able to increase gas purchases by more than five
percent per annum in order to add more space heating customers, and (2)
to clarify the interruptible customer provisions in its contract to
facilitate the acquisition of additional interruptible customers.,

The contract will expire in Bugust 31, 1990. The Department
intends to begin negotiating a new contract within the next two or three
years. Wakefield intends to seek changes in the contract which will
permit gas purchases to increase by ten percent and to ad interruptible
customers more readily.

D. Summary and Conclusions

The Siting Council f£inds the Department's methodeolegy to be
appropriate for a gas company of Wakefield's size and situation as a
total requirements customer of Boston Gas. The forecast was reviewable.

In order to ensure that the required gas is supplied to a utility's
customers with a minimum impact on the envircnment at lowest cost, the
giting Council focuses its supply review on the adequacy, cost and
reliability of gas supplies needed to meet projected sendout
requirements. The adequacy of supply is measured by the company's
ability to meet projected peak day, cold-~snap, and total annual firm
sendout requirements with sufficient reserves under both normal and
design weather conditions. The review of ¢ost of supply addresses cost
minimization in concert with notions of adequacy and reliability of
natural gas supply. The reliability of supply reviews the likelihood

ZA detailed discussion of the provisions of this total requirements
contxact is found In Re: Wakefield Municipal Light Department, 1¢ DOMSC
a4, 86 (1l9g4).

dre. 11/19/86, at 13-17.

4Ibid. at 14.

-5 -
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Table I

Projected Gas Sendout (MMcf)

1985/86 1936/B7 1987/88 1988/89 1989/90

Contract Limits 409.7 409.7 451.7 474.3 498.0

Wakefield's Design
Year Forecast 375.7 375.7 379.4 381.2 382.9

Wakefield's MNormal
Year Forecast 357.6 358.6 3659.6 360.5 361.2

Boston Gag's
Forecast for Wakefield's
Nermal Year Sendout 322.2 333.6 345.2 356.6 2 mm—m——

that the regources will be available to meet or contribute to meeting
firm sendout requirements under normal year, design year, and peak day
conditionsg.

The Siting Council finds that Wakefield's gas supplies from Boston
Gas for the forecast period to meet normal, desgign and peak day sendout
requirements are adeguate and reliable.

Wakefield should incorporate in the narrative of its next filing a
discugsion of the number of gpace heating and interruptible customers it
could expect to be able to add, if the company were able to increase its
sendout by ten percent per annum. Also, the narrative should describe
the impact the additional customers would have upon design year and peak
day sendout.

iv. Impact of Order in Docket Wo. 85-64

a. New Split Year

On the recommendation of many gas companieg, the Siting Council has
determined that the split vear used for Siting Council reporting
purpases should begin in November along with the heating season rather
than in Bpril. This change will affect all gas companies, requiring
them to recalculate the sendout for each historical base vear in their
forecast on a one-time basie, as well as to adjust the seasonal
degree=-day content of the years forming the basis of their normal and
design year criteria. The Siting Council recognizes that will cause
some inconvenience in preparation of the 1986 forecast, but expects that
over the long run the new split vear will improve the accuracy and
reliability of gas company forecasts.

B. Tables

Small Companies are required to file only four tables in its
forecasts or supplements: Table G-5, Total Firm Company Sendout; Table
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Table IT

DESIGN YEAR PEAK DAY

HEATING  NON-HEATING TOTAL CONTROL
YEAR (MCF) {MCF) (MCF} LIMIT
1985/86 2,371.6 467.2 2,838.8 3,829
1986,/87 2,388.3 466.5 2,854.79 4,020
1987,/88 2,404.3 465.7 2,870.0 4,221
l9s88,/89 2,419.5 464.7 2,884.2 4,433
1989/90 2,433.4 463.8 2,897.2 4,654

G~225, Small Companies' Comparison of Resources and Requirements -
Normal and Degign Heating Seasgon; Table G=23, Comparison of Resources
and Requirements ~ Peak Day: and Table -24, Agreements for Gas Supply.

V. Decision and Order

The Siting Council hersby AFPROVES without conditions the Fourth
Supplement to the Second Long-Range Forecast of the Town of Wakefield
Municipal Light Department. The Third Long=-Range Forecast is dvue on
November 1, 1986.

Energy Facilities Siting Council

Hearing Qfficer

UNANIMOUSLY APPROVED by the Energy Facilities Siting Council at its
meeting of August 7, 1986, by the members and designees present and
voting: Chalrperson Sharon M. Pollard (Secretary of ENergy Rescources):
Sarah Wald (for Paul W. Gold, Secretary of Consumer Affeirs and Business
Regulation); Stephen Roop (for Secretary James S. Hovte, Secretary of
Environmental Affairs); Joellen D'BEsti (for Secretary Joseph D. Alviani,
Secretary of Economic Affairs); Joseph Joyee (Public Member, Labox):
Dennis LaCrolx (Public Member, Gas); and Madeline Varitimos (Public
Member, Environment). Ineligible to vote: Elliot Roseman (Public
Member, Oil); Stephen Umans (Public Member, Blectricity). Absent:
Patricia Deese (Public Member, Engineering).

Date aron M,
Chairpers
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COMMONWEALTH OF MASSACHUSETTS

Energy Facilities Siting Council

In the Matter of the Petition of
Fitchburg Gas and Electric Light
Company for Approval tp the Fourth
Supplement to the Second Long-Range
Forecast of Natural Gas Regquirements
and Resources

e St g e e e

Final becision

On the Decision:
Steven E, Qltmanns

bocket 85-11(A)

Susan F. Tietney
Hearing Officer
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The Energy Facilities Siting Council ("Siting Council™) hereby
APPROVES gubiect to CONDITICHNS the Pourth Supplement to the Second
Long-Range Forecast of natural gas requirements and resources of the
Fitchburg Gas and Electric Light Company ("Fitchburg® or "the
Company"). This supplement covers Fitchburg's projections through the
1989-90 split-year.

The Company's Fourth Supplement is essentially the same as the
previous supplement in terms of the methodology used to project
sendout requirements. Based on this, the Siting Council's decision in
this proceeding is brief, and focuses only on selected aspects of the
Company's sendout forecast and supply plan.

I. INTRODUCTION

A, Procedural History

The Company filed the Fourth Supplement to its Second Long-Range
Forecast of natural gas requirements and resources on November 1,
1985, A Notice of Adjuducation of the Supplement was issued angd was
published in accordance with the Hearing Officer's instructions., No
petitiona to intervene or motions to participate as an interested
person were filed.

While consideration of the Supplement was pending, the Siting
Council Staff issued a Notice of Inquiry inte an Evaluation of
Standards and Procedures for Reviewing Sendout Porecasts and Supply
FPlans of Massachusetts Natural Gas Utilities ("the Notice of Inguiry")
in Siting Council Docket No. 85~64. The purpose of this Notice of
Inquiry was to solicit comments from all of the Massachusetts natural
gas companies under the Siting Council's jurisdiction concerning the
Siting Council's decisions on those forecasts more meaningful to those
companies,

The Notice of Inquiry established specific suggestions for
changes in the standards and procedures to be followed by the Siting
Council in gas company forecast proceedings. After regquesting and
receiving written comments on these suggestions, the Siting Council
Staff held 10 days of hearings on the Notice of Ingquiry in November,
1985, On November 21, 1985, Fitchburg appeared before the Siting
Council staff at the hearing te answer questions regarding issues
raised in the Notice of Inquiry and the content of iks current
Supplement. Fitchburg's responses are referred to in this Decision
{as "Tr., 11/21/85, at _ "},

As stated in the Procedural Order of Qctober 22, 1985 in Docket
No. 85-64, the present Decision is made on the basis of the §iting
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Council standards and procedures which prevailed at the time the
Supplement was filed. However, certain applicable changes to those
standards and procedures evolving from the Hotice of Inquiry are
discussed in Section VII, infra, in addition to suggestions and
instructions for Fitchburg's implementation of those standards and
procedures in its 1986 Forecast filing,

B. Record

The record in this Decision consists of the Supplement and the
transcript of the November 21, 1985, hearing on the Notice of Inquiry
in Siting Council Docket No. 85-64.

IT. BACKGROUND

The Company serves approXimately 15,167 firm customers in kthe
towns Fitchburg, Ashby, Townsend, Westminster, and Gardner. The
largest customer class is the residential-with-gas-heating class with
10,500 customers, followed by the residential-without-gas-heating
class with 3,600 customers, the commercial class with 970 customers,
and the industrial class with 97 customers. (ggg Supplemant, Tables
G=1 through G=5.)

Fitchburg has contracts with Tennessee Gas Pipeline Company
{*Tennessee") and Bay State Gas Company {("Bay State") as its major
sources of supply over the five-year forecast period. Fitchburg also
is a participant in Phase 2 of the Boundary Gas Project. The Company
also has long=-term storage contracts with Hopkinton LNG Corporation
{"Hopkinton"), Consolidated Gas Supply Corporation ("Consolidated™),
and Penn-York Storagqe Corporation ("Penn-¥York®"), Fitchburg's storage
contracts with Petrolane Corporation ("Petrolane”) and Gas Supply,
Inc. ("Gas Supply"™) expired on March 31, 1986, and its contract with
Hopkinton expired on May 1, 1986, (See Supplement, Table G-24.)

Fitchburg's total actual firm sendout in the 1984-85 split year
was 2,321.8 MMcf, a l1,57-percent increase from 2,286 MMcf in the
1983-84 split year. Total normalized firm sendout also increased
slightly, from 2,303.5 MMcf in 1983-~84 to 2,3756,3 MMcf in 1984-85, an
increase of 3.16 percent. {See Supplement, Table G-5.)

Table 1 shows the forecast of sendout by customer class for the
heating and non-heating seasons in split-years 1985-86 and 1%§9-90.
(See Supplement, Tables G-1 through G-5.) Normalized sendout is
projected to increase in all four service classes, the industrial
class showing the greatest average annual rate of increase at 2.81
percent, The commercial class follows, growing at an average annual
rate of 2,70, percent followed by the residential nonheating class at
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2.22 percent and finally by the residential heating class, at 1.7%
percent. Total normalized Firm sendcut for the total split year is
expected to grow annually at 1.76 percent.

The Company has stated that it has re-evaluated its drowth rate
in the current Supplement. During the previous two years, Fitchburg
has maintained a "no-growth" policy due to peak day supply
limitations, The Company's aggressive marketing program during the
late 1970's and early 1980's increased Fitchburg's peak day sendout to
approximately 19,500 MMBtu (19,024.4 MMcf). With peak day capability
of 22,700 MMBtu {(22,146.3 MMcf), the Company decided in 1982 to add no
additional load that would increase peak day sendout until additional
firm pipeline supplies could be obtained. Fitchburg is now receiving
additional firm pipeline supplies on a daily basis of 10,955 MMBtu/day
(10,688 Mcf/day) raising its peak day capability to 25,200 MMBtu
(24,585 Mcf). {(See Supplement, at 1,2.)

The Company's new stated goal is to market 70,000 MMBtu (68,292.7
Mcf) per year during the forecast period, The average annual rate of
growth over the five-vear forecast period is approximately 2,85
percent, (See Supplement, at 14.)

ITII. PREVIOUS CONDITIONS

The Siting Council imposed four conditions in its last decision
on Fitchburg's Third Suapplement to itz Second Long-Range Forecast., lo
Re Fitchburg Gas and Electric Light Company, 12 DOMSC 173 at 195
(1985},

1) Fitchburg shall include in its next Supplement the results
of its marginal cost study and a discussion of the status of
development of conservation and load management programs. The
discussion shall include a comparison of the cost-effectiveness
of congerved gas vergus other gas supplies and a justification
of the method of comparison.

2) Fitchburg shall present a detailed discussion with back-up
statistical documentation justifying reliance on full storage
volumes during heating seasons.

3) Fitchburg =shall present a cold snap analysis reflecting
realistic weather conditions which contains a discussion of the
selected standard, the duration of the cold snap, the degree
days in the cold snap, and the role of supplementals iucluding
trucking, storage, and operation of facilities.

—a-



e oodo

5=

4} Pitchburg shall meet with the Siting Council Staff to
discuss improvements to the Company's sendout methodology.

With respect to Condition One, the Company has stated that due to
gsevere financial problems during the first three quarters of 1985, it
was unable to complete the study as required by the Massachusetts
Department of Public Utilities. Fitchburg asked the Department for a
gix month extension, and received it., The Company stated that when
this study is complete, it would provide a copy to the Siting Counecil,
(See Supplement, Condition Responses at 1l.) As a result, the Siting
Council reimposes Condition One and ORDERS the Company to include in
its next Supplement the results of its marginal cost study and a
discussion of the status of development of conservation and load
management programs as stated supra. (See Section VIII.)

Regarding Condition Two, Fitchburg has provided a brief narrative
to justify reliance on full storage volumes during the heating
season. The Company feels that underground storage provides it with
two beneficial functiona., First, underground storage provides a
mechanism for the Company to maintain an lncreased load factor with
injection into storage during the non-~heating seascn. Second,
injections into storage plus interruptible loads helps the Company to
avoid mipnimum bill provisions of the Tennessee Tariff, During the
heating season, underground storage volumes provide an economical and
reliable service of supply to meet increassd temperature-sensitive
loads. Fitchburg relies on full use of storage volumes during normal
and design heating seasons, and plans to increase its underground
storage capacity and transportation of those storage volumes on a firm
basis, Fitchburg stated that as of December 15, 1985, storage
capacity will be increased from 186,257 Mcf to 350,000 Mcf {an
increase of 87.9 percent) with firm transportation for this increase.
In addition, Fitchburg's maximum daily quantity ("MDQ") will be
increased from 7,506 Mcf to 10,233 Mcf, an increase of 36.3 percent.
{See Supplement, Condition Responses at 1.)

The Siting Council concludes that, for Fitchburg, reliance on
frll storage volumes during the heating season provides for a reliable
source of supply and reduced dependence on supplementals, The Siting
Council accepts the Company's response to this Condition and has
determined that Condition Two has been satisfied.

With regard to Condition Three, Fitchburg provided a detailed
cold snap analysis reflecting realistic weather conditions in its
service territory. The Company regards a cold snap as a 10-day period
of peak day weather copditions based on 21 years of Worcester-Bedford
weather data. The historic maximum "cold spell® which Fitchburg uses
for planning putposes occured during the period February 9, 1985,
through February 18, 1985 and consisted of the following degree days:
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Feburary 9 - 55 degree days
February 10 - 64 degres days
February 11 - 65 degreg days
February 12 = 5% degree days
February 13 - 63 deqree days
February 14 - 61 degree days
February 15 - 55 degree days
FPebruary 16 - 59 degree days
February 17 - 64 degree days
February 18 - 54 degree days

Total 599 degree davys

Fitehburg's cold snap is based on a total of 600 degree days for a 106
day period, which, when combined with the base load and heating
factors which the Company uses to forecast sendout under peak
conditions, produces a total required sendout of 175,810 MMBtu (171.52

MMcf), Cold snap requirements would be met by the following sources:
Average Daily MMBtuy Cold Snap MMBtu
Pipeline 7,847 78,470
Storage 3,262 32,620
LPG 2,157 21,570
LKG 4,315 43,150
Total 17,581 175,810

Those pipeline and storadge volumes that would be required in a cold
snap represent the maXimum conktracted volumes which the Company has
available. The LHNG volumes that would be required for the 10 day
period represent an average of 5 trucks per day, which is less than
the 7 trucks per day provided for under the existing contract. The

LPG volumes required for the 10 Jday period represent approximately 70
percent of the available storage capacity and could be supplied
entirely from existing storage without any additicdnal volumes being
trucked into the LPG plant. (See Supplement, Condition Responses at 2.)

The S5iting Council is pleased with the documentation and level of
detail in its cold snap analysis. Buch an analysis is worthy of other
natural gas utilities in Massachusetts which are larger than
Fitchbukg., The Siting Council concludes that Condition Three has been
gatisfied.

With respect to Condition Four, the Siting Council hag waived
this Condition due to Fitchburg's participation in the Siting
Council's Neotice of Inquiry as discussed in Section I. A., supfa. The
S8iting Council Staff had the opportunity to meet with Company
personnel to di=zcuss improvements to the its sendout methodology at
the hearing held on November 21, 1985,
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IV. SENDOUT METHODOLOGY

A, Weather Data

The Company uses weather data for the purpose ¢f forecasting
sendout based on a Worcester-Bedford average over a 20-year period,
In the current £iling, a normal year consists of 6,773 degree days,
which is the arithmetic averadge of degree days from 1964 through 1984
recorded in Worcester and Bedford as provided by Weather Services
Corporation. Design year degree days are determined based on a
probability of a once-in-fifty-years occurrence using a normal
distribution of weather data. This methodology results in a design
year of 7,318 degree days. Pitchburg then applies the difference
between normal and design year degree days (544 degree days) entirely
to the design heating season to furthér ensure that adeguate supplies
will be available during a design heating season to meet the criteria
established. (See Supplement, at 3.}

In determining peak day degree days, Fitchburg analyzes 21 vears
of Worcegter-Bedford data. The Company bases its 70 degree-day peak
day on the actual occurrence of only once in the 2Zl-year period from
1964 through 1985. (B8ee sSupplement, at 3.)

B. Customer Use Factors

Fitchburg projects gas sales for four firm customer classes:
1} residential with gas heating, 2) residential without gas heating,
3} commercial, and 4} industrial. The methodology which is used by
the Company is unchanged from its last filing. In Re Fitchburg Gas and
Electric Light Company, 12 DOMSC 173 at 176 (1985). Fitchburg
projects normal year sendout requirements using data f£rom the most
recent split vear to derive base load and space heating increments for
all customer classes for both the non-heating and heating seasons.
Fitchburg's design Year projections are derived in the same way as for
a normal year only using the design weather standards. Both normal
gnd design year sendouts were developed by allocating the tardeted
annual growth by the percentage contribution that heating season and
non-heating season are to total split year. Total forecast sendouts
were then allocated to customer classes by percentages that were
derived from adjusted 1984-85 historical percentages. {See Supplement,
at 14.)

In the residential-with-gas-heating class, Fitchburg calcuylates
split-vear base use per customer by dividing August sales data by the
number of heating customers in that month to obtain a monthly base
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load per customer. Monthly base load per customer factors are then
multiplied by k2 to obtain split year phase use per customer, The
gplit year heating component iz determined by subtracting the teotal
base load from total consumption. The space heating component is then
divided by the actual degree days and then by the average number of
customers to determine split year heating use per customer. (See
Supplement, at 7,) PFor the residential-without-gas-heating class, the
split year average use per customer is calculated by taking the split
year data and dividing by the average number of customers. {See
Supplement, at 8.)

For those customers in the resideatial-with-gas-heating <lass,
Fitchburg projects constant base use per customer and heating use per
customer per degree day factors pver the five-year forecast pericd
{30.0 Mcf/customer and 0,0140 Mcf/customer/deqree day, respectively).
Upon analyzing the historical five-year data base, it canh be seen that
for those factors the trend has been as follows:

8plit Year Split Year
Heating Use Per Base Use
8plit Year Per Customer Per Per Customer
Per Degree Day {McE)
(Mcf)
1980 - 8L 0.0148 33.5
1981 - 82 0.0143 35.4
1982 - 83 0.0139 34,1
1983 - 84 0.0140 30,9
1984 - 85 9.0140 30.1

The Company's projection of heating use factors over the forecast
period appears to be representative of the trend which has been
oceurring during the last three years. However, the base use factors
indicate a downward trend over the past four years with an indicatioen
of leveling off in the past two years. {See Supplement, Table G-l.)
For those average use per customer factors in the
residential-without-gas-heating class, Fitchburg also projects that
these factors will remain constant over the five-year forecast period
(38.0 Mcf/customer)., (See Supplement, Table G-2.)

In its last decision, the Siting Council strongly criticized
Fitchburg's methodology for not appropriately linking historical data
to future projections, In Re Fitchburg Gas and Electric Light Company,
12 pOMSC 173 at 178 (1985). Again, the historical data on customer
base and heating use factors are not used to project future
requirements. The Company derives future requirements by a
gystem-wide regression of the actual sendout in the most recent
higtorical split year. It is still not clear to the Siting Council
whether the Company's agsumption that the relative gendout
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requirements among customer classes will remain constant is valid
without documentation. The Siting Council reiterates its previously
menticned concern that Fitchburg should beqgin development of a
forecast methodology which will allow projections to reflect changing
customer usage patterns across and within service classes during the
coming period of system growth. The Siting Council ORDERS Pitchbuorg
to provide, in its next Supplement, sufficient documentation to
support key assumptions of its methodology in particular with regards
to customer use factors remaining constant during the five-year
forecast period. Further, the §Siting Council regquires the Company to
justify how its methodology adequately allows the Company to adjust
its customer-use projections for known changes in sendout tequirements
for all classes. (See 8Section VIII, infra.) Upon reviewing this
supportive evidence, the Siting Council will determine whether or not
Fitchburg should begin development of a forecast methodelogy which
will allow projections to reflect changing customer usage patterns,

In the commercial class, PFitchburg separates customers into those
with gas heating and those without gas heating., Base use and heating
factors are calculated in a similar manner as in the residential
c¢lasses, Base use per customer is calculated by dividing the total of
the July and august sales data by the total number of customers in
both months, The monthly use is then multiplied 12 and then by the
average number of customers to determine split year baseé use. The
gpace heating component is calculated by subtracting the split year
base use from the total sendout. The space heating index per customer
is then c¢alculated by dividing the space heating component by the
product of the average number of customers and annual degree days.
(See Supplement, at 10.)

For the industrial class, Fitchburg also ealculates annual
consumption for those customers with gas heat and those without gas
heat. Annual consumption for customers with and without gas heat is
calculated by summing the monthly consumption over the twelve months
of the gplit year for both groups. The percentage of consumption with
gas heat was calculated by dividing the annual consumption of those

customers with gas heat by total annual sendout, The heating usage
for both the non-heating and heating seasons is then obtained by

multiplying the percent with gas heat by the non-heating/heating
geason sendeut. The without gas heat usage for both the non-heating
and heating seasons is calculated by subtracting the with gas heating
useage for the non-heating and heating seasons from the non-heating
and heating season sendouts. (See Supplement, at 12.)

The Company's peak day methodology has changed slightly since the
previcus filing. 1In the past, the projected annual growth percentage
was multiplied by the base year to obtain the projected pesak growth.
The projected peak growth was then added to the previous peak to
obtain the next year projected peak, This methodology is changed by
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the use of a diversity factor, egual to 0.85. Fitchburg uses the 0.85
diversity factor because it feels that not all future growth will be
temperature sensitive, including gas used for potential cogeneration
loads and processes, (See Supplement, at 18.) The Siting Council
requests that the Company in its next filing, provide suppotrting
documentation to justify the 0.85 value of the diversity factor, to
further enhance the reliability of its peak day methodology.

In addition, the peak day methodology does not account for the
possibility that heating use patterns may vary according to the degree
days experienced, The Siting Council ORDERS Fitchburg to include in
its next filing the supporting documentation justifying its assumption
that heating use per degree day does not increase during extremely
cold days. (8ee Section VIII, infra.) If the Company cannot support
this assumption, the Siting Council may require changes in the
Company's peak day sendout methodology.

In the current Supplement, Fitchburg does not explicitly consider
the impact of conservation on firm sendeut. In the past, ths
Company's forecasts have considered conservation with "varying degrees
of importance." (Tr., 11/21/85, at 55.) The Siting Council is
concerned with the Company's regard for the impact of congervation on
customer use factors and total firm sendout., Because Fitchburg did
not provide an explanatlon of its treatment of conservation in the
filing, the Siting Council ORDERS the Company to provide in its next
filing a narrative description of why the effects of conservation wete
or were not included in its forecast of customer use factors and total
firm sendout, and if conservation effects are included, how the
Company treats them methodologically. (See Section VIII, infra.)

Company use and unaccounted-for gas is, on average, 2,09 percent
of total firm sales in the non-heating gseason and 11.0 percent cf
total firm sales in the heating season over the five-year forecast
period. Company use and unaccounted for gas is combined with the
sendout in each of the four customer classes to yield firm sendout.

The Siting Council acknowledges improvements in Fitchburg's
forecast methodology, particularly with respect to the level of
documentation. However, the Company's treatment of customer use
factors and conservation are two areas where the Company is gbtill
deficient. The Siting Council regquires Fitchburg to address these
issues in its next filing by complying with the CONDITIONS as
described in Section VIII, infra.

€. Customer Projections

The Company projects customer numbers based primarily on the
level of supplies avallable in the forecast period. Total forecasted
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sendouts, developed with targeted annual market growth rates, are
allocated to customer classes by percentages that were derived from
1984-85 split-vear data. [See Supplement, at 14.)

Fitchburg projects that the average number of residential gas
heating customers will grow from 10,546 in 1985-86 to 11,718 in
1989-90, an average annual rate of growth of approximately 2.13
percent. This translates into an increase in customer numbers of 293
in each split year of the five-vear forecast. The rate of growth is
slightly leas than what was experienced over the five-year historical
period, where the annual growth rate was approximately 2.39 percent.
(See sSupplement, Table G-1.)

The residential-without-gas-heating class is also projected to
show an increase in customer numbers, from 3,624 in 1985-86 to 4,037
in 1989-90. (See Supplement, Table G-2.) The average annual rate of
growth is approximately 2.18 percent, which is very close to the
growth rate in the residential heating class. Historically, customer
numbers in the residential-without-gas-heatling class have declined
annually by 1.48 percent., Since the Company did not provide an
explanation for why its projected growth rates for customer numbers
are a departunre from recent historical trends, the Siking Council can
only conjecture as to the reasons, If situations such as this should
occur in the Ffuture, the Company should provide explanations and/or
supporting documentation as part of its filing with the Siting Council.

The commercial class is projected to show the lowest growth rate
of all the service classes, Commercial customer numbers are projected
to increase from 975 in 1985-86 to 1,015 in 1989-90, an average annual
rate of growth of 0.8l percent or the addition of 10 customers per
year over the forecast period. (See Supplement, Table G-3 (A).) 1In
the past five years, the annwval growth rate in the number of
commercial customer numbers has been much greater (2,16 percent) than
it is projected to be in the five-year forecast period,

Finally, industrial customer numbers are also projected to

increase by 2 customers per year over the forecast period. Fitchburg
projects industrial customer numbers to increase from 97 in 1985-86 to

105 in 1989-90, an average annual rate of growth of approximately 1.60
percent. (See Supplement, Table G-3 (B).}) However, in the previous
five years the number of industrial customers has been declining
annually by approximately 0,62 percent.

The Siting Council urges Fitchburg to include in its narrative
description of customer number projections a brief explanation of why
futiure projections are in certain situations centrary to what has been
ocouring in fts service territory. Specifically, the Company should
explain why it feels its marketing information concerning the future
justifies these growth trends when historical trends in customer

-11-
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nunkers are contradictory.

V. RESOURCES AND FACILITIES

The Company has contracts with Tennessee and Bay State for
providing the major scurces of supply over the forecast period. The
contracts with Tennessee expire in the year 2000, and with Bay State
in 1988, PFitchburg also has contracts with Consolidated ané Penn-York
for providing storage service, both of which contracts expire in the
year 2000. (See Supplement, Table G-24.) Fitchburg is also a
participant in the pending Phase 2 Boundary Gas Project.

The Siting Council supports Fitchburg's apparent move toward
reliance upon lower cost pipeline gas and away from more expensive
supplementals, Fitchburg has a precedent agreement with Tennessee to
increase the Company's maximum daily gquantity (*#DQ") pipeline
volumes. The current annual volumetric limitationm ("AVL"™} of 2,800
MMcf, however, would not change. Tennesses has applied to the Federal
Enerdy Regqulatory Commission ("FERC"} as part of a current AVL project
to increase the firm supplies of CD-6 gas to distribution customers.
Tennessee Gas Pipeline Company, FERC Dockekt No., CPB4—-441-002.

Tennessee has applied to increase the Company's MDQ from 7,506 Mcf to
10,246 MMBtu (8,196.8 Mcf) per day. {(See Supplement, at 2.} Final
approval of this increase is still pending. The Siting Council
requests that Fitchburg provide an update in its next £iling on the
progress being made to firm up additicnal volumes on a daily basis.

Pitchburg is a party to a precedent agreement for Canadian Gas as
part of Phase 2 of the Boundary Gag Project ("Boundary"). It has
become evident that Boundary service will not commence by the
originally estimated 1986 in-service date. As a result, Tennessee has
filed an application with PBRC for auntharization to provide interim
sales of natural gas to Boundary customers until the facilities
necessaty to import gas from Canada are constructed. Tennessce would
gell gas to those customers at their CD-5 and CD-6 rate schedules,
This project, known as Interim Watural Gas Service or "INGS", is
pending PERC approval. (FERC Docket No, CP86-251,) Fitchburg
anticipates volumes of 530 Mcf per day (193.4 BBtu per year) through
this service beginning in November, 1987. (See Supplement, at 2.} The
Siting Couneil requests that Fitchburg, in its next filing and until
Phase 2 of the Boundary Project is in service, provide an updated
report on its involvement in the interim service and subsequent phases
of the project, The Company should also include in ité next filing a
contingency plan that Fitchburg would implement if the final Phase 2
project is delayed beycond November, 1988.

Fitchburg receives liquefied natural gas ("LNG") by displacement
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transportation provided by Tennessee, The Company's contract with Bay
State is for 250 BBtu (243.9 MMcE) per year. Fitchburg has an option
to take an additional 75 BBtu {73.2 MMcf) per year an an opticnal
bagis if required. (See Supplement, Table G-24,) These volumes have
not changed since the Company's previous filing. At that time,
Fitchburg stated that a reduction in Bay State LNG volumes before 1988
wonld only be possible if and when firm transportation of underground
storage were increased or an increased MDD were approved., In Re
Pitchburg Gas and Electric Light Company, 12 DOMSC 173 at 183 (1983).

As digcussed infra, firm transportation of underground storage has
been approved and, as discussed supra, the Company has a precedent
agreement with Tenhessee to increase its MDQ. The Siting Council
therefore encourages Fitchburg continue wmonitoring its LNG purchases
and to reduce them to the extent consistent with considerations of
reliability and economy.

Distrigas of Massachusetts Corporaticn ("DOMAC™) is a major
supplier of LNG to Bay State., Distrigas Corporation ("bistrigas®),
the parent company of DOMAC, has filed for bankruptcy thus creating
uncertainty about the reliability of DOMAC as a source of supply. In
a recent decision, the Siting Council questioned the reliability of
LNG supplied by DOMAC. In Re Bay State Cas Company, 14 DOMSC __  at 28
(1986). Since Fitchburg includes LNG volumes from Bay sState in its
supply plan, and the reliabllity of supply of LNG to Bay State from
DOMAC is uncertain, the Siting Council regards the reliability of Bay
State LNG supply as uncertain, Because of this uncertainty, the
Siting Council ORDERS Fitchburg to include in its next filing a
contingency plan for LNG. The discussion shall include: the status of
the pistrigas and DOMAC federal government applications; the impact of
Order No., 380 on DOMAC's ability to supply Bay state with LNG and the
regsultant capability of Bay State to supply Fitchburg with LKG; and
identification of other potential suppliers of LNG, and possible terms
of delivery. (See Section VIII, infra.)

Fitchburg's existing contract with Consolidated for storage
service is for less volumes than its previous contract, which expired

on March 31, 1986. Currently, the Company has contracted for storage
of 51.3 BBtu {(50.0 MMcf) per year. The storage service contract which

the Company has with Penn-York is for 139,00 BBtu {135.6 MMcf) per
year. (See Supplement, Table G-24.)

Fitchburg began to receive additional pipeline transportation of
storage gas on a firm basis in December, 1385, The Company is now
receiving an additional 2,727 Mcf per day by Tennessee from those
volumeg stored at Penn-York and Consclidated. Combining the firm
transportation of these storage volumes with the proposed increase in
the Company's MDQ from Tennessee described above will increase
Fitchburg's peak day capability from 22,700 MMBtu {22,146.3 Mcf) to
approximately 35,446 MMBtu (32,091.4 Mcf), assuming the MDQ increase
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is approved. (See Supplement, at 2.)

The Company leases on-site storage LNG storage and vaporization
facilities in Westminster. This facility is capable of storing 4,17
MMcf and peak day sendout c¢apacity of 7.2 MMcf per day. Fitchburg
also has propane/air peak shaving facilities located in Lunenburg
capable of storing 30.4 MMcf and vaporizing 7.2 MMcf per day. (See
Supplement, Table G-14.}

In terms of planned or proposed facilities, Fitchburg has
indicated that with the potential of increased pipeline deliveries to
a level of approximately 13,300 Mcf per day by the 1987 heating
season, system improvements may be required to move that volume of gas
through its present take station. To improve the reliability of the
existing system and increase its market share in the Gardner area,
Fitchburg would propose to construct a 10-inch high pressure pipeline
loop between Fitchburg and Gardner 92.65 miles in length with a maximum
operating pressure of 150 pounds per square inch. (See Supplement,
Table G=21.) The pipeline would constitute a "facility™ under Mass,
Gen. Laws Ann. and would require the Siting Council's approval prior
to construction. The Company should present to the Siting Council a
formal filing regarding this proposed facility if the expected
increases in pipeline supplies are approved as the Company expects and
if the Company still anticipates that a looping project would be
required to accomodate the increased volumes,

VI. COMPARISON OF RESQURCES AND REQUIREMENTS

In past reviews of companies’ supply plans, the Siting Council
has focused primarily on a gas company's abllity to meet the
requirements of its firm customers during peak day, normal and design
weather conditions. With few exceptions, the §iting Council has not
compared the costs of gas supply alternatives.

The Siting Council recognizes that a company's supply planning
process is continuous, and that tradeoffs may exist hetween the
reliability, cost and environmental impacts of different supply
sources, Purther, the S8iting Council recoanizes that a company's
supply decisions are based on the information available and supply
gituakion eXisting at the time the company's management makes the
decisions. Thus, each company's supply plan will be different, and
the Siting Council will attempt to recognize the unigue factors
affecting the particular company under review, In the fukture, the
giting Council will attempt to review each company's basis for
gelecting a supply alternative or the company's decision-making
process for selecting that supply to ensure that the company's
decisions are based on projections founded on accurate historical
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information and sound projection methods,

In reviewing Fitchburg's current Forecast Supplement, the Siting
Council has examined, as before, the adeguacy of Fitchburg's supplies
to meet firm requirements under normal and design weather conditions,
and peak day and cold sznap conditions. The Siting Council in general
is satisfied that Pitchburg has sufficient supplies under these
conditions. The record in the instant proceeding is insufficient to
enable the Siting Council to judge whether the Company's plan ensures
an adequate supply at the lowest possible cost. To address this lack
of information in future filings, the 3iting Council will require the
Company to perform cost studies. (See Section VII, infra.)

The Company stated that it does not anticipate receiving Boundary
volumeg hefore November 1, 1987. 1In fact, for planning purposes,
Fitechburg d4id not include these wvolumes in ita supply plan until the
1988-89 split year. Ag discussed in Section V supra, the Siting
Council requests that Fitchburg, in its next filing and until Phase 2
of the Boundary Project is in eervice, provide an updated report on
its involvement in the interim service and subsequent phases of the
project. The Company should also include in its next £iling a
contingency plan that Fitc¢hburg would implement if the final Phase 2
project is delayed beyvond November, 1988,

A, Normal Year

In a normal year, Fitchburg must have adequate supplies to meet
several types of requirements. Most importantly, Fitchburyg must meet
the reguirements of its firm customers. Second, the Company must
insure that its underground storage facilities are filled pricr to the
start of the heating seaon. To the extent possible, Fitchburg also
gupplies gas to ita interruptible customers. Tables 2 and 3 present a
comparison of resources and reguirements for the normal year
non-heating and heating seasons, respectively., Aas indicated,
Fitchbyrg plans to meet its normal year requirements and the small
amount of heating—season sales to interruptible customers with
Tennassee CD-6 pipeline gas, stored and purchased LNG and stored and
purchased propane, Assuming full storage of supplementals and the
firm storage return from Tennessee, Fitchburg has adeguate resources
available to it to meet system requirements under normal vear
conditions, on a seasonal basls, throughout the five-year forecast
period., In addition, the Company appears to be improving the
reliability of its supplies through increased Penn-York storage gas
transportation and its request to incresse its MPQ of Tennessee CD-6
gas.

B. Design Year

During a desgign year, Fitchburg must have sufficient gas supplies

=-15=-



(T3]

turrg

Fag

i}

~56-
Norsmal

Lompariscn of

1 r | F
1 B | ]
1 3 | 1
1 | | H
1 | | i
1 H 1 !
i 1 1 3
1 ! 1 1
I I i §
Zro 1 I H
e~ e el e = [R-= e T E=TT B |
I » - - - | ar | - i - ol -
' ] W o e e R = i o [F] a3 or o gr
3 Tv= = 1L [ azk LY I 4 ]
Lr- m ua 1. oo [} i =
[~ I Y ! e 1 ame
- f H I H
— ] 1 ] 3
1 4 i t
3 1 1 t
] : | ]
] H | 3
1 i 1 L
] i 1 [
] 1 : b
' 1 ! 1
! H | !
- i 3 t
w1 = L=ty = Ry e 1 el paly o L= I el )
t - - - | 1 . - - ol "
1 1 3 = -~ L | | oL i [T [+ I I el
] ) £n i P [~ T B = ]
[= =T 3] L] 1 1 e P
55 ] | [ P
[~ 20 1 1 ]
| I | i
1 | | ]
I I I L
I ' | F
1 | | ]
I | | F
] I I 1
1 t | 1
1 | | ]
] I 1 £
[~ T ! | i
(=5 ] _ o L] R [ [ Lyl LR |
" [ - 13 - H L u - t
] 1 T == Ehl) 1 W= | e ~47 [ I
1 'y i [ | cox [ ERVI
[T | inF (1] Poor 1 el 1hg 1
[l 1 r Rl 1 =t 3
=1 v | ]
L= ' i 1
i 1 i !
1 ] | r
1 t i ]
1 3 1
I ! 1 '
1 r | ]
i t 1 t
1 1 | k
1 ] H ]
— 1 : 1 [
i L=t R~y i ST e v B o ] | Lol Lo Fome LR e
1 " - - - - " L - I w u - m - e
1 1 - b oy [ W B [ KTt [ o E P
H (] o [ ] [ [T 75 - LT I e
B | 4.3 ua il I 1o=L [ i
oo [ [ [ -
e 1 1 i -y
ma 1 t ! t Thm
] b I 3 L3
1 ' 1 i [
1 ] i 38
1 i | i
¥ t | i M
t i 1 i 3
1 1 | i
t ' | i [ )
r r 1 1 e
[ S . . t ! 1
BXa O F pa} b= Lot} Ll A e B T A [ = Lo L el Lit] i T 3
€ - - " - - K - - 1 - - - - “ - ak
1 ' - g L= EaC v - - S B v | [ ) o e ey L I B | uwl
v P P L A | [ My ara [V IR b (=] -
wi |\ ] ul [y + - | =43 ] 5 =N =
WE Ot [ I — b [nd] L
¥ k 3 | E [ [t}
™ 1 I | H [ 1
i r 1 i L
F ] L 1 w
| F | i vt a
. ' | Y P el
1 t | i =l o]
i P I t Fm 1l
i 1 1 1 i) -
1 1 ! i L4
1 I i ] -
q e b i T ul wr o) L) i
1 e E 1 s ay |- TR R faed
1 2] ot | =2 o ur b L. i1
1 = = T I - it Al ] [E]
# wy Ciy — R (=T 1 -t - = ! et a4
i 1 h — ] | B [} (W =] —
ur t — L, -] ot LS I E [ L — A
ol F B =] 8 Ll i o td I [ TE == I | [
4o [ - o= ot o oot 1 [N (=3 [ Fos te)
Q2 et aad L) o oRRY KT e I wr o A Fuu ' o ra
EE T R [=% - - TR S ay ! | LEr (4] e ] )
M i [x) = oul [T L I (- | k [ ] unt e LI TR =
2, 1 p-a M L o Ch e ) 0F g3 | [~ [ - (=3 =t P | (= &
T moofe s MFED B e o b eed P=T R -—a [ o i
oo = oda ] o e, =w ool . 1t 9w [ o wr 1 m i) a-
ke | o K el [ar] ] [ w| (AN . [ L I e 412 pov ]
ai T o e in ) —t ] ! r | r w a0 13 T — L= o i
[ BT — Fy £ P G e - [T R Y 45
' ! | i
] r | [
3 3 1 L
i H i ]
1 L ! E
] 1 1 |
1 I 1 !
1 ] | 3
1 1 i 1

e . Fre e . P _4._-..‘

=16=



-57=

] ¥ i H
i i { 1
i i ] I
1 | H i
I I 1 1
! H i 1
1 i 1 1
] 1 i ]
1 1 1 i
Ll | 1 1 H
[~ L) e e | ) S = (==~ o e =1 L= [
1 M - - ] " n PR - - u “ 1 -
1 | [ ] = | 1753 ] = o) L e =F 1§70 LEY = H 3
1 (k] [ I [ e LI [ ] o 1WA
(= 4] 1 e [ L] — 1oL
Ja | -— [ P e | e
0 r + I
- ] T 1
I k 1 |
b ! ¥ 1
t ! 3 1
' £ 3 |
£ § 1 |
] 1 1 |
1 1 I |
1 i 1 E
] i 1 L
120 1 i [
oy o = ) e I s [y Ere L= e Fha Fay [ e
. .. - M 1 - - a - - - - - ] -
t 1 e [l e 1 e 1 ] e ra e [E] Ena ] el [
! Lk =] [FT I ] 1 g e r= [t ] L] o= [
f= I 3 =l | (=g 1 L e ® 1 [Ead
o - [ i |
= 3 H |
wa | L i I
1 ! § 1
w | I ® I
-t | [ i |
[y H k t I
o I 1 H ] -
=3 | ! i | [}
1] t ! i 1 [ =
e [td 1 1 H 1 -
a (31 E 1 1 r -
=5 e L 1 i 3 5
(= sLE S5 e =1 = [ = < e i L= L= (=] ) (=] (=5
T Y] i " - PR ] M - P " - - - b I .. —
iy LEY | ! o =g L | LI -t e L vRp el L ) [ [
i e a o — 1 [ ] [ e A [t = 1
) [~d == 1 i had I L%l I+ —_— 1 ok un
= oo 1= i e H k - . - hd
-] - [ 1 ¥ ] L]
-~ [ I i + E
] Ty “ " i H M.__w
I — H !
_F__ — mdn. t ' 1 1 LIT
i e I | i 1 s
ml X.n 1 t 1 1 | os
Lo e t 1 1 1 =
i et S L ] i | Lo
o ] t 1 i I ar
(-4 i F 1 1 | I
= e F 1 1 |
[ oo a o] Lo T T o] P [ | il = [ o 42 | o= ol
i -t ] " - " 1 i i i - m " A - . » t - &
L 1 ! R <] <r s B [ I “Zn e L ] Ll [
pd = ] T w2 R T | =l | I ] P | [l | £t ir- b L
o1 [ = ) - LI = Al I (e} - e i
n (%] o i 1 T [— T
e = T 1 1 ] e
R e D i 1 t -
n t i 1 t [ ]
s t 1 1 ! s
B i L § 1 [+ 8
* t 1 1 |
12 i P i 1 fls
| | P | ST
L] | i |
1 3 i I [}
i 1 1 -+
~g | I |
o b o -} Ly L) [an/R a3 fult ] f-) wile T e [ =
| - n w b - - u n - n " " " - | w s
1 ! = e [~lad IoEr- [za) L=y - g3 = e o L] £l | ¥~ L
[P ] [ ] L Ll = fa] == ) L+ | w2 [} -
[T - —— [ ) T [ [ | e (=9 Ly
ja} -t 1= = s [=] T4
Kr- ] F & O
—t i ] t =8 I
| 1 ] [Ah ]
1 ] 3 aa
| ] 1 i P
I i [ — -t
1 i A A3
1 1 fra o
1 i ol I
1 1 L]
1 i | hld
! | i [~ u 1 L33 -+
H [ i 11} . T b - [
I & T - =% i ! . 113
1 B 1 - =t “12p o] m £=
[ o | -— Ax 14 Ll L] waed EEy
W il ! -4 LEZ -t er = 4 ——
ui enl [ (=™ awe PRI Fun el 1] —r Tk
- L= -F1 = = [ T = B Y -] [l = [
=] — “rrl = o [ LB R i | putn ) =78 i L] - s
[T I R VY bl e ya o E eamd wmm D L = L. [ o L] T e
£ g g i s E ta 3o 1) [ - | e ed ] . [TLI] 1
w1 o = (=TI it i -+ [ T R e [ P [ B =] .
L i -] B L= ke L ES [ fenad LI A1 o] umdf = ET | wa Kix
a0 ED B [ Bt U T . | - (4] L1 M Ta Lk Ly LA e al L
e/ L= B [H] —t | m 1t [ = £ Be E= - [ TR | Lk ._nu [
o e R upa! GEL b et [} i £ [ = [} Sia Lk i boomA [54) =
a1 i =3 = EE =] L =] ol rEx 1 E T3 =L g i E e ] o1
[ s " i el [y “ (B ot b s (BN iy Eei 1.4, e L [ 13 wa
1 F
1 1
| 1
I I : I
t ! ] |
b I 1 |
[ ! 1 |
] | H I

EET A B | i il - E. . e . iJ.__._I._..i.:_..“.. . - - aemopm _._ﬂx.x:_

-17=



1

=58~

to meet the sendout requirements of its temperature-sensitive-use
customers above normal-year requirements, Tables 4 and 5 compare
resources and requirements for the non-heating and heating seasons for
a design year, respectively.

In a design non-heating season, Fitchburg does not anticipate its
requirements to exceed those in a normal heating season. The Company
expects the identical firm sendoukt, sales to interruptible customers
and storage refill requirements as in a normal year non-heating
season, Fitchburg has sufficient supplies available to meet sendout
requirements in a design non-heating season., If necessary, the
Company can reduce its interruptible sales (500.90 MMcf) until its
underground storage is at capacity. In a design heating season,
Fitchburg will rely not c¢nly on Tennessee CD=-¢ pipeline gas, stored
and purchased LNG and stored and purchased propane to meet its
requirements but also on spot market propane purchases and cptional
LNG volumes from Bay State. Again assuming full storage of
supplementals and the firm storage return from Tennessee, Fitchburg
has adequakte resources available to it to meet system reguirements
under design year conditions, on a seasonal basis, throughout the
five~year forecast period. However, as discussed supra, the Siting
Council regards the reliability of those LNG volumes from Bay State as
uncertain, In additign, the Siting Council considers Fitchburg's
reliance on spot propane purchases during a design winter to be risky
in nature, even though it is possible that such purchases could be
made during some portions of the heating season,

C. Peak Day and Cold Snap

Fitchburg must have adequate sendout capacity to meet the
requirements of its firm customers on a peak day. WwWhile total supply
available for normal and design year reguirements is a function of the
aggregate volumzs of gas available over some contract period, peak day
sendout is a sum of the maximum rate of firm gas deliveries that a
company is capable of taking and dispatching in a single day, and the
maximum rate of dispatching from stored supplementals, Table 6
presents the comparison of resources and requirements throughout the
five-year forecast period for peak day conditions. It is clear that
Fitchburg has more than adequate resources availabhle to meebt its peak
day requirements, again assuming full storage of supplementals and
Tennessee storage return. Fitchburg counld still meet its peak day
requirements without the proposed Tennessee MDQ inckease, or without
those volumes from the Boundary project, In the event of multiple
contingencies, however, Fitchburg would require more reliance on
supplementals.

The Siting Council has defined a cold snap as a prolonged series

of days at or near peak conditions. The Company's ability to meet
requirements during such a cold snap is related to both its ability to

-18=-



-EL SO0

sx C
Tidg w

2t

—-KRa-

T : 1
H H 1
H H 1
1 1 i
1 1 |
] ! !
t ! 1
1 1 i
i i 1
: ]
1 =1 =) = L R e T 3 [y T i
i W a - n w1 4 i - 5 x u
L 1 Hl fry - [ 5 I o Bt B S N~ [ -k LT FL ]
1 i o (It 1 & § 0 we [mx3 L
- nEl (7] [ 1 1 e [ 2t
wEn 7 et [
ho i 1
| 1 i
I 1 1
1 1 4
| I L
1 1 +
1 1 P
| I t
| | H
b I i
t | £
[ ! ]
EiL " Ly L=t} £ 4l w1l R o] = L=
- - “ - .t i n - - -
1 I [l ol s 4] i} [} 1 ] [l
1 r— =] [T 1 1~ 152 Pl
=2 o wa 253 1 L w7l
[ 3= B i i
o 1 H
-~ ot ' N
: H 1
i E H
1 3 |
1 1 |
1 1 1 -
1 1 4 1]
1 1 1 (=
y i | i
i ] | _
iy 1 I a
[4k m o) Lo Lty [=CIES T <= T el [ Lkt L=l Ld iy n.ﬂ.
N “ n - u " . 4 at | ' - B " N -r
1 3 e [y L= ol I o B - S S ) [T % T o= 1 ok [+
F ey & I B I P T £l
| (Rl HY yen I i = 1= uw
| 1 [ ]
| I 1 (4]
I I 1
1 1 i a
| | I m
I | i i
1 ! i ]
1 1 i i)
H | ] RS
1 1 1 [
1 1 I 1]
! 1 H =
| | ]
I s = feat Lni ) e t L) L L=1 e
1 - Pl - . " hl | " ] " w _.Hw. arhat
1 —— = oo k[ e : =3 < ;
1 T._ m £ BN [ r =t Ll i
! Ll ul L] [ 1 o
1 [ ] b
| t I et
| ] i e
| ] i n
1 i 1 P
1 t : [N
| } 1
1 P 1 m
1 1 H LN
| ] i
I i ] [+
! 1 i s
Mol 1 J
13 “ e e Lo e e B el “ = PR ) ey L= o] Ly ..M_i
" - - s m - - | - n o - - +
[ ek o s R L B ] 1ul i T s} [ ] tn
[ ke L [ et {wa E ] s -
| Ao B £ [ ) i R | -a £ £73
;| FR | 4= Tl
i | i | B L]
el 1 1 (5% 1
1 1 1 e
: 1 I ty
1 1 1 Ly 7]
| t | e r—
1 i 1 el nkik
1 i ] . L]
1 1 1 L =
1 1 1 LI
1 i 1
1 — i 1 181 W e
1 o i ! al e [
1 i i i 5 Ko &l
1 [ i 1 vel [41] [
i [T =T e B > | 1 1 i -t 2
1 [ [0l — s 1 i i) = aart
[T — e ws 3 I P L] [~
- 1 (=1 £33 = bl i 1 =] (=
[ o e B LT i i [ Y =i
[T R R 4 = ol oon 1 L1 e Fn ki
[-C I T U | [~ el [ 1 €1 i (4] o
ol o = [11] [T T | TR = | e Ta ==
=0 gz tim [ L5 L= ! o b LD -t = e
| [ I fom L - i . o f Fd i
o 4 Sl e —t K. 23 1l &x 1 [ ¥ o
Lo w3 b 44 a ] At i i Lln L2 3x )
ot i [ = [ ] | 1 L I [ oy & vEd arm iy
s “ [=C] 4 Lio o1 [ [ (. = L2y
! 3
1 1 t
i 1 §
1 i i
] 1 i
1 | 1
1 i i
1 1 i
' i 1

-19-



-a0-

] i 1 ]
1 i 1 H
i i ] i
[ 3 1 i
i 1 1
I i +
! ] i
| H t
I F 3
o | ! ]
e o o e = = 2 o aty e ot e = [F ' <
I . . ._ H M a - - - - * * ™ ¥
1 1 =il = o oL Lt e (2] nal- o HIb LXe (] Lot azim
1 [ tha P F W - £l A7) [ 2 I
i Lugd [~ 1 Lo ) g W
I = i 1 = L
I ¥ 1
| 3 i
1 H i
1 i 1
| i
| i
| i
| ]
! 1
1 1 1
| 1
o i
[a=] " =3 o =1 n o b3 L L= i =3 =1 =3 Lol
| | ) | e + it} i) e il o &3 Crr i i
1 ] i i F Tl s = L
L= I o i rt [ningd
oo = ] -
= | 3 1
- H i
I 1 T
w1 1 1 t
—im1 1 ]
[ 1 1
i3 ! 1
= I i
a | i
& o | 1
a3 fi ) | i
= i oo i 1
o o T | L= N 1 b= k) hoetd o = L) = e = Lasl
= Ly I L - 1 L a .. u " w - - " -
£ o 1 I T - 1 o ' =2 e L £ fn ) Lef o] -0
| R I S ) E . e ol (=2 o)
] e E el I ¥ or- ) e wyrad [ =
= [ £a | t 1 r
o] e [N 1
—amb — 1
153 i aa i 1 i i
o Yo o | 1 H
Ll Ll [ . | 1 1
e T o 1 1 i
= ] = X t | i 1
T i — I 1 1
e il o, 1 ] i
1] o | 1 1
EX fat ] i 1 1
== | i ]
- oyl =3 [Ed e [} i i i e e ] Lt o =T B }
o [ | - .. - 1 " - " - " - - - - = P | -
pa] ] 1 = ik [~ [ e e = - Y] -3 == [ 41 o
[ - 1 i —4 [T [} wa [V W) = LY ] - [V I Ty |
I} w1 ~£7 1 i m] =) [ L] ot 1 R
¥ o =" I A= e [ [
pY =y - 1 1 1
<. w— | 1 1 1
i 1 r 1 1
e, 1 i i 1
i 1 H i 1
a3 | i 1 1
[ { 1 ] H
1 1 B i
i ] ] T
i i ] i
i 1 3
| I 3
[N | L] P R N oo L L R it ] = Lt ) . L) =] Lo st Lwie)
1 - - 1 - L - L] L - n - - - - L] L3 -
[ s [ T T [k e o EXr s e ki i v & [=o 1y
i o (= | @ P & =i ol Era =)
Ly - i Lg roon [t} el | i or
weh 1 — [ | PR
el ] | :
PRI | £ ! T
] ¥ 1
1 3 |
] |
1 1
1 |
’ I
H 1
] 1 1
i I
i “«t 1 o U
t K= 1 oy = i H
] (L5 I i = e +
1 = 1 I iy ‘T3 vEi ]
] i} I cod ar [11] et s iy 1
1 i | ¥ (4.3 -+ (=) = T
wr ) Beun ! EXL. L Far v g [ 13 el I
i b I =3 L i i B = el [ [~-S ] o ke
[ ] | Yo [ = = e [ (&1 g g o Er L
[AT o= wl I - [ W ks e e L3 = L} [ [ne S 1) | [T ] B
[ e [FE 1 [T L ] T J [ ] ] [ [ o 4
i b 4§ Ld | EmE o L1 ki 1 [ -1 . I [S [ SO ]
[ [4EA | L | [ ford el - L] X o Er. o 2 [ S ¥ | [ o
e P oo -3 LE £ Gl T 1] L= o1 T e M 1 e
P I S N (] —t f 1 =N [ L e B =] g Co- Ll S B
[re S Y Y [<TRE S I B b =3 £y i Ex e [l V- [ I N S
e i - | i o I 4Za = | 3 Cr raF - ety apd it . L) Ll
B H € Lo m =~ 5= +om = [=F) EX1 L1 —3 Kry i (4] " Frum
|
1 1 1 L
i i i 1
1 i i 1
1 i i 1
i ] 1 1
T 1 ! i
i 1 i 1
i i 1 i

s

=20-

viLE proppsed

3

5 S

ipteri

¥



-5]=

TAHE &

[cag)

13-

£r=-
-

—

ore
1

-

Frem

&

<l

Ty

TES

e
=
LI
ur
o

[

3
]
F
b
3
t
T
2
F
b
m
¥
1
!
H
]
1
H
1
1
1
1
1
i
1
i
1
]
+
¥
]
]
1
]
1
1
i
1
1
i
i
|
1
'
|
1
1
1
i
1
H
i
|
1
i
1
1
1
I
f
|
I
|
I
I
|
I
I
|
I
I
|
|
|
|
T
t
T

1.8

_H_u‘

3
A

(wn)

Tk
-
3

ul
[

[}

o

LR

s
™

]

wr

-

B4

Y

kT

Bo

|
1
]
1
1
i
1
|
|
I
I
|
I
I
|
|
I
'
|
b
T
F
L
]
L
]
“
|

I

i

I

I

|

|

I

|

|

|

|

|

I

I

|

|

I

|

t
€
L
L
L
1
]
'
1
]
1
1
1
§
i
i
1
1
1
H
1
H
1
i
__
|

b
|

|

I

I

1

r
3
i
1
]
F
]
F
]
]
£
t
€
]
H
1
E
1
]
1
i
1
t

5
Eary

g

[

—-21-



s dlllil

b

ol

—62-

meet design heating seaon requirements and its ability to meet peak
day sendout requirements, As in planning to meet design heating
seazon requirements, the Company must demonstrate that the aggregate
resources available to it are adeguate to meet the near maximum level
of sendout over a sustained period of time. PFurther, it is similar to
peak day in that the Company must show that it has and can sustain the
ability to deliver large daily volumes.

Ag discussed earlier in Se¢tion I1I, supra, Fitchburg provided a
detailed cold snap analysis reflecting realistic weather conditions in
itg service territory. Fitchburg's cold snap is based on a total of
600 degree days for a 10 day period, which, when combined with the
bagse load and heating factors the Company uges to forecast sendout
under peak conditions, produces a total reqiired sendout of 175,810
MMBtu (171.52 MMef), Pipeline and storage volumes that would be
required in a cold snap represent the maximum contracted volumes which
the Company has available. The LNG volumes that would be reguired for
the 10 day period represent an averadge of 5 trucks per day, which is
lesg than the 7 trucks per day provided for under the existing
contract. The propane volumes reguired for the 10 day period
represent approximately 70 percent of the available storage capacity
and could be supplied entirely from existing storage without any
additional volumes being trucked into the LPG plant. (See Supplement,
Condition Regponses at 2.) The Siting Council concludes that
Fitchburg is well prepared to meet the requirements of an extended
cold-snap.

VII. IMPACT QF ORDER IN DOCEET NO. B85-64

The Siting Council's Order in Docket No. 85-64, along with new
Administrative Bulletin No. 86-1, implementing that order, makes some
changes in the filing requirements to ke met by Massachusetts gas
companieg in future forecast filings, beginning in 1986. For the
Company's convenience, the changes which are most likely to affect its
preparation of its next forecast filing are briefly outlined below.

A, Forecast Accuracy

The Siting Council is instituting a requirement that each gas
company report on the accuracy of its past Forecasts, vis a vis actual
normalized sendout for the same years, If Fitchburg should have
diffleulty in locating these historical data for inclusion in itg
filings, it should request assistance from the Siting Council Staff.

B. Normalization Method

The order in Docket Neo. 85-~64 requires gas companies to déscribe
in detail and justify their approach to normalization of weather.
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Pitchburg should inglude in its next filing a detailed description and
discussien of its normalization technique as it did in the current
filing, including its reagons for using this method.

C. Design Year and Peak Day Selectiocn

Administrative Bulletin 86=1 requires gas companies to provide a
rationale for their selection of design criteria. Fitchburg already
does this in its description of weather data. (Sce Supplement, at 3.)
Fitchburg bases its design vear on a probability of a
once=in-fifty-vears occurrence using a normal distribution of weather
data. This methodology results in a design year of 7,318 degree
days. Pitchburg then applies the difference between normal and design
vear degree days (544 degree days) entirely to the design heating
season to further ensure that adequate supplies will be avallable
during a design heating sSeason to meet the criteria established. In
determining peak day degree days, Pitchburg analyzes 21 years of
Worcester-Bedford data. The Company bases its 70 degree-day peak day
on the actual occurrence of only once in the 2i-year petriod from 1964
through 1985, To meet this requirement, Fitchburg will be required
only to resubmit the type of information provided in the 1985 filing
in its next filing with a rationale for selecting criterion and for
applying the statistical method of normal digtribution,

D. Hew Split Year

On the recommepdation of many gas companies, the Siting Council
has determined that the split year used for Siting Council reporting
purpases should begin in November, along with the heating season,
rather than in April., This change will affect all gas companies,
requiring them to recalculate the sendout for each historical base
year in their forecast on a one-time basils, as well as to adjust the
geasonal degree day content of the years forming the basis of their
normal and design-year criteria. The Siting Council recognizes that
this will cause some lnconvenience in the prepration of the 1986
forecast, but expects that over the long run the new split year will
improve the accuracy and reliability of gas company forecasts.

E. Analysig of Cold Snap Preparedness

The order in Docket No. 85-64 requires that in their next
filings, all large- and medium-sized companies must submit either an
analysis of their cold snap preparedness or an explanation of why such
an ahalysis is unnecessary to demonstrate that they will be able to
meet their firm sendout obligations throughout a protracted period of
design or near-design weather. Thes=e explanations should discuss a
company's supply mix, inventory turnover practices, lead time for
attaining supplemental supplies, and historical experience of
equipment malfunctions, as well as the company's experience in actual
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historical cecld periods, Fitchburg has already included mach of this
information in the cold snap analvsis which it supplied in the current
filing. (See Supplement, Condition Responses at 2.} To meet this
requirement, Fitchburg will be required only to include in its cold
snap analysis those historical experiences in actual c¢old periods and
equipment malfunctions as described above and to include the completed
analysis in its next filing.

F. Cost Studies

In the past, the 8iting Council's review of a gas company's
supply plan has focused primarily on the company's ability to meet the
requirements of its firm customers under normal and design weather
conditions. In the past, the 3iting Council generally has not
compared or evaluated the costs of gas supply alternatives.

With a range of supply alternatives currently available at
different prices, deliverability levels, and contract terms, the
Siting Council must now ensure a gas company's choice of supplies is
consistent with the Siting Council's mandate to ensure "a necessary
energy supply with a minimum impact on the environment at the lowest
possible cost.™ Mass. Gen. Laws c¢h. 164, sec. 69K {emphasis supplied).

In this .context, the Siting Council finds that in every forecast
filing that indicates the addition of a long-term firm gas supply
contract is proposed within the forecast period, companies are to
perform an internal study comparing the costs of a reasonable range of
practical supply alternatives., This requirement iz intended to cover
instances when the following types of contractual arrangements are
proposed: (1) changes in, amendments to or new firm pipeline supply
contracts; (2) changes in, amendments to or new firm gas storage
contracts and for firm transportation of storage gas; {3) firm
supplies of gas from a producer under a contract covering a two-year
period or langer, along with related transportation arrangements; (4)
any arrangement for supplemental resources for which the supply is
intended for use for a period longer than a single heating season,
except for arrangements in which the company can adjust the LNG
velumes for the following heating season, or for arrangements
concerning supplies intended primarily for system operation.

The Siting Council expects companies to prepare such analyses as
part of their routine planning efforts when considering major new
supply options, However, the Siting Council does not prescribe a
particular methodology that companies must use in theéese cost studies,
Also, if ritchburg is already performing such studies, the siting
Council does not require the Company to conduct additional studies to
meet this reguirement. Finally, the Siting Council does not require
the submission of such studies as part of each forecast or
forecast-gupplement filing; however, Pitchburg may be required to make
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individual studies available to the Siting Council at its reguest in
cases where the Siting Council or its Staff beljeves the results of
such studies are needed to develope a complete review of the Company's
supply plan.

VIII. ORDER

The Siting Council APPROVES the fourth Supplement to the Second
Long-Range Forecast of gas requirements and resources of Fitchburg Gas
and Electric Light Company subject to the following COBDITIONS which
are to be met in the Third Long-Range Forecast to be £iled on Qctober
1, 1986;

1) That the Company shall include in its next Supplement the
results of its marginal cost study and a discussion of the
status of development of conservation and load management
programs. The discussion shall include a comparison of the
cost-effectiveness of relying upon conserved gas ag a source of
supply versus obtaining other gas supplies ko meet new load
requirements, and a justification of the method of comparison,

2) That the Company shall provide, in its next Supplement,
sufficient documentation to support the assumptions in its
methedology of deriving customer use factors that these factors
will remain constant during the five-year forecast period and
that this methodology allows the Company to adjust its
projections for known changes in sendout reguirements for all
classes. Fitchburg shall also provide the supporting
documentation justifying its assumption that heating use per
degree day does not increase during extremely cold days.

3) That the Company shall provide in its next filing a
narrative description of why or why not the effects of
conservation were included, and, if conservation iz included,
how it is included.

4) That the Company shall include in its next filing a
contingency plan for LNG, including: the status of the
Distrigas and DOMAC federal government applicatiocns; the impagt
of Order No. 380 on DOMAC'S ability to supply Bay State with
LNG and the resultant capability of Bay State to supply
Pitchburg with LNG: and identification of other potential
suppliers of LNG, and possible terms of delivery.

5) That the Company faithfully comply with the Siting Council's

Order in bocket No. 85-64 and that Order's implementation in
Adminlatrative Bulletin 86-1.
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Susan F. Tterney (1)

Hearing Officer

pated at Boston, Massachugetts this Tth day of August, 1986.

UNANIMOUSLY AFPROVED by the Energy Facilities Siting Council at its

= meeting of August 7, 1986, by the members and designees present and

voting: Chalrperson Sharon M. Pollard {Secretary of Energy Resources);

= Sarah Wald {for Paula W, Gold, Secretary of Consumer Affairs and
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Joseph D. Alviani, Secretary of Economic Affairs); Joseph Joyce
(Public Member, Labor); Dennis LaCroix (Publi¢ Member, Gas}; and
Madeline Varitimos (Public Member, Environment). TIneligible to vote:
Elliot Reoseman (Public Member, Qil}; Stephen Umans {Public Member,
Electricity)., 3Absent: Patricia Deese (duhlic Member, Engineering).
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I. Introduction

The Energy Facilities Siting Council (*Siting Council®) APPROVES
the 1985 Supplement to the Second Long-Range Feorecast of Gas
Reguirements and Resources ["Supplement™} of the City of Westfield Gas
and Electric Light Department ("Westfield" or "Department"}), subiject to
the Conditons imposed herein.l

A. History of Proceedings

Westfield filed the current Supplement on November 13, 1985. A
Netice of Adjudication of the 1385 Supplement was issued and duly
published in accordance with the Hearing Officer's instructions. As no
petitions to intervene or motions to participate as an interested person
were filed by the deadline specified in the Notice of adjudication, this
proceeding was left in an uncontested posture.

While consideration of the 1985 Supplement was pending, the
Staff issued a NMotice of Inquiry into an Bvaluation of Standards and
Procedures for Reviewing Sendout Fotecasts and Supply Plans of
Massachusetts Naktural Gas Utilities ("the Notice of Inquiry") in Siting
Council Docket Ne. 85-64, The purpose of the Notice of Inguiry was to
golicit comments from all Massachusetts natural gas companies subject to
the Siting Council's jurisdiction as to how the Siting Council's review
process for gas company forecasts and supply plans could be made more
efftcient and effective, and its decisions on those forecasts and supply
plans more meaning€ul.

The Notice of Inquiry set forth a large number of specific
suggestions for changes in the standards and procedures followed by the
Siting Council in gas company forecast and supply plan proceedings.
After requesting and receiving written comments on these suggestions
from all of the regulated gas companies, the Staff held 10 days of
hearing on the Notice of Inquiry in Hovember of 1985. Westfield
appeared at the hearings on November 15, 1985, and answered numerous
questions from the Staff reqarding not only the issues raised in the
Notice of Inguity but also the contents of the 1985 Supplement itself.
While Westfield's witnesses did not testify under oath, they cast
considerable light on certain aspects of the 1385 Supplement, The
transcript of that hearing are referred t¢ in this Decision as ("Tr.,
11/15/8% at __"), and will be made a part of the record of this
proceeding.

&s stated in the Preocedural Order of October 22, 1985 in Docket
No. B5-64, the present Decision is made on the basis of the Siting
Council standards and procedures which prevailed at the time the 1585
Supplement was filed, However, certain applicable changes to those
standards and procedures resulting from the Notice of Inquiry and the
resultant Qrder in Docket No. 85-64 are discussed infra, along with
suggestions and instructions for their implementation in the 1986 filing.

1. the Siting Councill approved the Second Annual Supplement to the
Second Long Range Forecast in May, 1985, In Re: City of Westfield Gas
and Electric Light Dept., 12 DOMSC 243 (1985).
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B. Recaord

This Decision is made on a record consisting of: the 1985
Supplement; the kranscript of the Notice of Inguiry in Siting Council
Docket Wo. B83-64; and a letter from Mr. Daniel Golubek, Gas
Superintendent of the City of Westfield Gas and Electric Light
Department, to Mr., Calvin Young, Staff Analyst, dated July 14, 1986.

C. Backgtound

Westfield is a municipal utility and is the tenth largest
distributor of natural gas in the Commonwealth in terms of annual gas
sendout.< Table 1 reflects Wegtfield's total annual for sendout and
the average number of customers for split year 1984/85 by class.

Table 1 - Total aAnnual Firm Sendout and Average
Number of Customers 1984/85

Annual Sendout Average

{MMcf) Customers
Residential Heat 439.8 4,192
Residential Non-heat 54,0 1,559
Commercial 386.6 582
Industrial 50.3 18
Municipal 16.9 22
Company & Unacc't 71.2 -
Total Firm 1,018.8 6,373

Of the 6,373 average customers, %0 percent were residential customers
and of the approximately 1,000 MMcf of firm sendout, 83 percent was
consumed by residential heat and commercial customers.

D. Priar Conditions

In its last decision lnvelving Westfield, the Siting Council
imposed eight conditions.

1, That Westfield review its current source of weather data for
consistency with historic data Iin Westfield and with data used by
utilities serving neighboring communities. Westfield should
justify the source of weather data it uses for the 1985
Supplement in the accompanying natrative.

2, That Westfield research, evaluate and repotrt the findings on
alternatives to its current design and normal year sendout
forecast methodology, which is based on the most recent year's
sendout data.

2, G. Aronson, Report of the Energy Facilities Siting Council, "The
Gas Industry in Massachusetts" (March, 1983),
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3. That Westfield, in its next filing, include its planned Daily
Dispatch Log for 1985/86. The 1985 Supplement's sendout
forecast should be consistent with the planned Daily Dispatch
Log for 1985/86, and any temaining differences between the
forecast and the Daily Dispatch Log should be explained and
justified in the narrative accompanying the 1985 Supplement,

4, That Westfield research design year criteria and select an
acceptable design year criteria, such as was used in Westfield's
1981 Forecast.

5. That Westfield file sendcut data on interruptible sales on form
G-4(3) instead of form G-4(B)}, and correctly file the ¢-22 forms.

6. That Westfield explain and document its knowledge of the
community and use of judgement in adjusting average number of
customers and lecad factors.

7. That Westfield provide a cost study determining the level at
vhich its MDQ for Tennessee should be set and the quantity of
Bay State gas supplies it will need beginning in 19%88-89,

8. That Westfield meet with the Siting Council's staff hefore
July 1, 1985 to discuss compliance with these conditions.3

II. Scope and Standard of Review

The Commonwealth of Massachusetts mandates that the Siting
Council review sendout forecasts of each gas utility to ensure the
accurate projection of gas sendout reguirements of a utility's market
area. Siting Council Rules 62.9(2) {(a), (b) and (c}, require the use of
accurate and complete historical data and a reasonable statistical
projection method. In its review of a forecast, the Siting Council
determines whether a projection method is reasonable according to
whether the methodology is: (a) appropriate, or technically suitabkle for
the size and nature of the particular gas utility's system; (b)
reviewable, or presented in a way such that the results can be evaluated
and duplicated by another person given the same information and
resources; and {(c) reliable, that is, provides a measure of confidence
that the gas utility's assumptions, judgements and data will forecast
what ig most likely to occur. The Siting Council applies these criterig
on a case-by-case basils.

In order to ensure that the regquired gas ig supplied to a
utility's customers with a minimum impact on the environment at lowest
cost, the Siting Council focuses its supply review on the adequacy, cost
and reliability of gas supplies needed to meet projected sendout
requirements. The adequacy of supply is measured by the company's
ability to meet projected peak day, cold-snap, and total annual firm
sendout requirements with sufficient reserves under both normal and

3. In Re; City of Westfield Gas and Electri¢ Light Dept., 12 DOMSC
243, 2p5-p6 (1985).
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design weather conditions, The review of cost of supply addresses cogt
ninimization in concert with notions of adequacy and reliability of
natural gas supply. The reliability of supply reviews the likelihood
that the resources will be available to meet or contribute to meeting
firm sendout requirements ynder normal vear, design year, peak day, and
cold-gnap conditions.

111, Analysis of Sendout Requirement

A. Overview of Forecast Methodology

Westfield has developed its forecast using basically the same
nethodology as employed in its previous filings.

This forecast uses a methodology developed by the American Gas
Asgociation for small gas distribution companies.4 Westfield
generates normal and design year forecasts by customer class. For each
class, the following formulas are used to project normal yvear and design
year sendout, respectively:

(1) [{class average number of customers) x (class base load
factor) X 3651 + [{class average number of customers) x
{class heating factor) x (normal vear degree davs)]

and

(2) {(class average number of customers) x [class base load
factor) xz 3651 + [{class average number of cugtomers) x
{class heating factor) 2 (design year degree days)].

Previously, Westfield had constructed its base load and heating
load factors For each class of customers from its most recent
split-year. However, in this filing, the Department calculates its base
load and heating load factors by adjusting the 1984/85 factors by the
average yearly growth rate for the residential heating, residential
non-heating, and commercial customer classes,d The base load is
derived from sales data for the months of June, July and August. In
each year, base load factors are adjusted for conservation. A heating
load factor for each class is caleculated by subtracting base load from
total sendout and dividing the remainder by the average number of
customers and by the number of degree days., Heating load factors are
adjusted judgementally for conservation, and improvements in appliances
and machinery. Projections ¢f heating load by class are compiled by
miltiplying projected average number of customers times the adjusted
heating load factors and normalized (or design) degree days. Base load
12 added to heating load to obtain total class sendout.

Individual customer c¢lass projections are summed and added to
company use and unaccounted-for sendout projections to derive total firm
sendout. Projected average number of customers are determined from
historical data and an intimate knowledge of the community.

4, See American Gas Association, A Simplified Approach to Forecast
Gas Sales and Revenues: For the Small Gas Distribution Company, 1983.

5. The average rate of growth is based upon five years of data.

-7
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The Department forecasts the number of customers by calculating
the average growth rate in customers for the previous five years, then
projecting that the actual number of cugtomers will increase by the
average for each year of the forecast period.

The Siting Council finds Westfleld'’s methodology to be sound and
appropriate for a gas utility of its size and resources.® Purther,
Westfield's incorporation of backup work papers into the filing was
essential to the reviewability of the 1985 Supplement.

B. Impact of Weather and Conseyrvation

1. Source of Degree Day Dakta

In the last filing, it was found that Westfield's temperature
recording instrument was incorrectly recording weather data.” s a
result, Condition 1 of the preceding decision required that the
Department review its current source of data.

The Department compared its degree days data with that of the
City of Holyoke Gas and Electric Light Department and that of Berkshire
Gas Company. An average of the degree days of the three local
distribution companies was congtructed and Westfield found that it was
closer to the average than either Holyoke or Berkshire. Westfield
justifies the continued use of its temperature recording instrument on
this basis.8

The Siting Council does not find this to be a convincing
justification for Westfield's continued reliance on its current weather
recording instrument. In particular, it is not necesgsarily important
that Westfield's monthly degree days are closer to the mean of the three
gas utilities' monthly deqgree days because the bepartment has not
demonstrated that its degree days should bhe closer ko the mean than
thoge of either Berkshire or Holyoke.

However, the Siting Council doeg find other compelling
justifications: all three gas utilities’ degree day data indicate that
1984/85 split-year wag warmer than normal for each utility; Westfield
hag installed two other back-up temperature recording systems; and
Wegkfield is exploring purchasing its weather data from amn outside
vendor.9

6. The appropriateness of a methodolagy for a gas utility depends
upon the size of the market and the resources available to the
Department. See In Re: N. Attleboro Gas Co., 10 DOMSC 15%, 160 (1984),
for standards =set for a utility of similar size and resources to
Wastfield.

7. See In Re:; (ity of Westfield Gas and Electrie Light Dept., 12
DOMSC 243, 248 (1985) at footnote 1l1. Also, a discussion of the impact
of faulty weather data upon the sendout forecast in the preceding
decigion is provided at 248 and 249.

8. See 1985 Supplement and Tr. 11/15/86, at 90-91,

9. Tr. 11/15/86, at 91.
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Thus, the Siting Council finds continued use of the temperature
recording instrument to be appropriate.

kevertheless, the Siting Council cautions Westfield that it
should continue to monitor its weather recording instruments and to
L= explore the possibility of purchasing its weather data,

Westfield uses a 659 Pahrenheit standard as the temperature
above which heating load is zero. Westfield employs this standard to
derive degree days as a measure of coldness in determining normal and
design year Elanning criteria, and to forecast heating load
increments.t Degree day data for Westfield are provided in Table
2. The reported degree days indicate that 1%84/85 was a warmer than
normal split-vyear,

Table Z Degree Day Data

S5plit Year Non-Heat Heat Total
4/1-3/31 Season Seasan Split Year
1980/81 1207 5129 6336
1981/82 1382 5256 6638
1982/83 1450 4530 5%80
1983/84 1652 5377 7029
1984/85 1478 4891 6369
Normal 1393 5039 6432
Design 1609 5118 6727

2, Design Year Criteria

In its last Decision, the Siting Council found unacceptable
Westfield's design yvear standard of a coldest heating season plus
coldest non-heating season. Condition 4 of the preceding Decision
required Westfield to re-evaluate its design year standard. 1In the
current filing Westfield has chosen the coldest split-year in the last
eighteen years as its design vear criterion. The Siting Council finds
the coldest split-year in eighteen years to be an appropriate design
year standard.

E: Westfield indicated that it preferred a design year criteria

: which was based upon a percentage deviation from the degree days for a
normal year to a design vear criteria based upon recurrent probability,
that is, the coldest vear within a specific time period.ll The
Siting Councll encourages the Department to continue to explore the
possibility of using a percentage deviation from a normal year's degree
days as its design year criteria,

: 10. The number of degree days in a day is calculated by subtracting
the average temperature for the day from 65° F. Average temperature

is the day's high temperature plus the day's low temperature divided by
two.

[

o)

11. See Tr. 11/15/86 at 62.

-9~
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3. Peak Day Standard

The peak day standard is 69 degree days and represents the
coldest day in eighteen years. The 1985 Supplement forecasts peak day
sendout as 7.7 MMcf in 1985/88, 7,6 MMcf in 1986/87, 7.6 MMcf in
1987/88, 7.7 MMcf in 1988/89, and 7.7 MMcf in 1989/90,

Yet, the actual peak degree day for 1984/85 was 56 with 7.8 MMcf
of sendout. In 1984/85, a normalized heating sendout prejected a base
load per day of 1,163 MMcf and a heating facter per degree day of
0,08514 MMcf, On its face, then, it appears that Westfield is
underestimating its peak-day sendout requirements,

To investigate this question, the Siting Council Staff analyzed
information provided by Westfield in its Daily Dispatch Log, which the
Department had submitted in response to Condition 3 of the preceding
decision, The Department also provided its actual Daily Dispatch Leg
for 1984/85. This data were grouped by the Siting Council Staff to
examine whether the sandout was linearly related to degree days,

The month of January had 21 days for which the degqree days were

40 or more. The Biting Council construected actual heating factors per
degree day for each of these days and the value for heating factors per
degree day randged from 0.09986 MMcf per degree day to 0,12490 MMcf with
a mean of 0.10913 MMcf per degree day. This exceeds 0.08514 by about
8.024 MMcE, or by 2B percent, Por a heating factor per degreeday of

i 0,10213 MMcE, 6% degree days would yield a design peak day sendout of

' 8,693 MMcf instead of 7,680 MMcf in 1985/86.

In addition, February had 9 days of 40 or more degree days for
which the constructed heating factors per dgree day range from 0.09044
MMcE to 0.1169%3 MMef with an average heating factor per degree day of
0.10554 MMcE. Purthermore, December had 4 days of 40 or more degree
days with heating factors per degree day ranging from 0,00468 MMcE to
0.11318 MMct.

It appears, then, that heating factors per degree day inciease
with degree days. If so, Westfield's, then peak-day sendout
requirements might be underestimated, The Siting Council therefore
reguires that Westfield reexamine its data and re-evaluate the
reliability and validity of its peak-day projection methodology.

: 4, Two Week Cold-Snap Requirements

Westfield's cold-snap criterion is the coldest two-week period
in the last eighteen years. The degree days range from 25 to 69.
Again, the Siting Council believes that Westfield's projection of
sendout for cold-snap reauirements is underestimated because heating
factor per deqree day is an increasing function of degree days.

5, Conservation

3 Westfield's conservation program is neot extensive.l?

12, See In Re: City of Westfield Gas and Electric Light Dept., 12

DOMSC 243, 250-51 (1985) for a brief discussion of the Department's
conservation programs,

_10._
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Previously, Westfield judgementally decreased its load factors for all
of ite customer classez for conservation.l3 In its last decision
involving Westfield, the Siting Council noted that the base and heating
use factors for the Department's customer classes did not exhibit a
consistent pattern of decline.l? The Department has discontinued its
practice of Jjudgementally decreasing its use factors for conservation in
this filing. The Siting Council urges the Department to continue to
evaluate its sendout data to determine if there are any trends
associated with the impact of conszervation.

C. Forecast of Total Firm Sendout

i. HNormal Year

As indicated in Table 3, the Department projects that both
heating and non-heating season sendout sendout requirements for a normal
year will increase during the forecast period. Total sendout for a
norpal year will increasze from 1,095.0 MMcE in 1985/86 to 1,168.6 MMcf
in 198%/90, This represents a modest growth rate in normal year firm
gendout requirements of 1.6 percent per annum.

2. Design Year

As also indiecated in Table 3, the Department similarly projects
that sendout reguirements will increase for design year conditions. For
a design year occurring during the forecast period, total sendout will
increase from 1,121.9 MMef in 1985786 to 1,189.2 MMef in 1989/90. This
tepresents a modest growth rate in design year firm sendout requirements
of 1.5 percent per annum.

Table 3
Total Firm Company Sendout
{Including Company Use and Losses)

~—=-NORMAL-=-—===  ===-— DESIGN-—~———
NON- NON-

HEATING  HEATING HEATING HRATING
SPLIT-YR SEASON SEASON  SEASON SEASON SEASON
1985-86 430.2 664.9 449,32 672.6
1986-87 439,7 667.6 457.6 672.9
1987-88 452.6 674.4 469,9 679.0
198689 464.3 670.6 81,9 685.6
1989-90 479.6 689.0 4%6,1 693.1
13. Tbid. at 251.
14, Ibid. at 252-56.

-11-
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D. Farecast of Sendout by Customer Class

In its previous decision, the $iting Council recognized that the
reliance on the Department's "judgement and intimate knowledge of community
affairs is indispensable in developing reliable forecasts for companies of
Westfield's size and resource."l® However, the only evidence of
Judgemental adjustment of use factors or the number of customers was the
adjustment of use factors for conservation. The Siting Council noted that
"past forecasts said to be based on such judgement and knowledge have
proven possibly inaccurate."1é The Siting Council was concerned about
the mechanistic adjustment for conservation while other factors affecting
sendout such as gas price, oil price, income and commercial activity were
ignored. Accordingly, the Siting Council, in Condition 6, ordered the
Department to explain and document its knowledge and use of judgement in
adjusting its projection of the number of customers and use factors.

The Department did not comply with this condition,17 1n fact, at the
Notice of Inquiry gas hearing, the Department expressed the concern that if
it incorporated Llnto the forecast information that was out of the ordinary,
then the Department would can expect voluminous discovery dquestions from
the Siting Council Staff.l8

In addition, Condition 2 of the preceding decision required
Westfield to research, evaluate and report the findings on alternatives to
its design and normal year sendout methodology of bhasing its load factors
upon one year's data. The S8iting Council expressed a concern that basing
use factors upon only one year's data tended to lead to significant
fluctuations in sendont requirements from year to year. The bepartment
response to Condition 2 is discussed infra, under each customer class.

1, Residential Heating

Westfield expects the number of residential heating customers to
increase by 18.6 customers per year, increasing from 4211 in 1985/86 to
4286 in 1989/90, The Siting Council notes that if the Department had used
only four years of data jnstead of five, then Westfield would have
forecasted litkle or no change in its number of customers.i9

15. Ibid. at 257 and In Re: City of Westfield Gas and Electric Light
Dept., 11 DOM3C 149, 152 (1984).

1s. In Re: City of Westfield Gas and Electric Light Dept., 12 DOMSC
243, 258 (19485).

17. Due to the impending gas hearing, the Staff and representatives of
Westfield did not meet to discuss compliance with the conditions of the
preceding decision.

18, Tr. 11/15/86, at 44, 45,
19. The actual numbers of residential heating customers were 4091 in

1980/81, 4193 in 1981/82, 4192 in 1982/83, 4197 in 1983/84, and 4192 in
1984/85.

=12~
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In spite of the projected increase in customers for the forecast
period, sendout for the residential heating customer class is projected to
decline during the forecast period. Residential heating customer sales is
expected to decline from 432.8 MMcf In 1985/86 to 398.8 MMof in 13B892/90.

Base and heating use factors were calculated by trending the actual
base and heating use factors by the average growth rate for the 1980/81 to
1984/85 period.40 During this period, the base use factor increased, but
the heating use factor decreased. The decline in heating use factors was
sufficient to cause the forecasted decline in residential heating customer
sales. Base use per customer is projected to increase by 0.00028 Mcf per
vear and heating is projected to decrease by 0.00044 Mcf per year.

2. Residential General

Westfield expects the number of residential heating customers to
decrease by 14 customers per year, decreasing from 1545 in 1985/86 to 1489
in 198%/90.

Resldential general customer salea ls expected to decline from 55.5
MMef in 1985/86 to 53.5 MMcf in 1989%9/90, 1In response to Condition 2 of the
preceding filing, the base and heating use factors employed to forecast
sendout requirements for this customer clasgs were calculated as the average
hase and heating use factors for the five-year period of 1980/81 to 1984/85.

3. Commercial

Westfield expects the number of commercial customers to increase by
about two customers per year.2l Increasing from 602 in 1985/86 to 612 in
1989/90.

Commercial customer sales is expected to increase from 420.6 MMcf
in 1985/86 to 519.0 MMcf in 1989/90, Base and heating use factors were
calculated by trending the actual base and heating use factors by the
average growth rate for the 1980/81 to 1984/85 period. During this period,
the base and heating use factors increased.

4, Industrial

In 1982/83, Wesktfield lost five industrial customerz, Previously,
the Department had stated it expected those customers to return to gas

20. In the previous filing, the Department bage and heating use factors
were obtained by adjusting the previous vear's calculated base and heating
use factors for conservation, In Re: City of Westfield Gas and Electric
Light Dept., 12 DOMSC 243, 247 (1985).

21. In Re: City of Westfield Gas and Electric Light Dept., 12 DOMSC
243, 247 (1985).

-13-
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heating.22 Westfields expect to gain one customer every other vear.
Thus, the number of industrial customers is expected to increase from 1%
customers in 1985/86 to 21 in 1989/90. In its next filing, Westfield
should report on the impact of declining vil prices on the number of
industrial customers.

Industrial customer sales is expected to rise from 93.3 MMcf in
1985/86 to 103.2 MMcf in 19289/90, 1In response to Condition 2 of the
preceding filing, the base and heating use factors employed to forecast
sendout requirements for this customer class were calculated as the average
base and heating use factors for the five-year period of 1980/81 to 1984/85,

5. Municipal

Westfield expects Lo gain one municipal customer per year. Thus,
the number of industrial customers is expected to increase from 23
customers in 1985/86 to 26 in 1989/90. <The load growth of municipal
customers is dependent upon the Westfield School System converting to a
dual=£fuel gystem, which ig depeundent upon budget constraints, 23 Rgain,
Westfield should in its next £iling report on the impact of declining oil
prices on the willingness of the school system to install dual-fuel heating
syStems.

Municipal customer sales are expected to decline f£rom 16.1 MMcf in
1985786 to 13.3 MMcf in 1989/90., Base and heating use factors were
calculated by trending the actual base and heating use factors by the
average growth rate for the 1980/81 to 1984/85 period.

6. Company Use & Unaccounted For

Westfield calculates its company use and unaccounted for sendout as
5.84 percent of total sales., The Department expecks its company use and
unaccounted for sendout to increase from 60.4 MMcf in 1985/86 to 64.5% MMcE
in 198%/90.

7. Resale and Interruptible Sendout

In the past, Westfield has sold excess pipeline gas to Bay State
Gas Company ("Bay State"), Westfield last sold excess pipeline gas
supplies in 1982, Westfield does not anticipate that there will be future
sales to Bay State.

Westfield has one interruptible customer which does not receive gas
on peak days and receives gas during the heating seaseon cnly to the extent
possible. Westfield forecasts interruptible sales te remain constant at
16,24 MMcf throughout the forecast period.

Condition 5 of the preceding decision required Westfield to file
interruptible sales data on form G-4{A); the Department complied with this
requirement,

22, Ibid. at 256.

23. 1985 Supplement narrative (unnumbered) Tr. 11/1%5/86, at 71-72.
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E. Summaty and Conglusions

The Siting Council commends Westfield for its new format for
presenting data which made the 1985 Supplement extremely reviewable, The
Siting Council observes that Westfield has computerized its forecast and
its use of the computer has enhanced the filing and expedited its review,

The Siting Council finds Westfield's methodology to be sound and
appropriate relative to the size and xesources of the Department, FPurther,
Westfield's submission of backup work papers was essential and improved the
reviewability of the filing,

However, the Siting Council notes that the Department's methodology
for forecasting sendout is only as reliable as the underlying data and the
intimate knowledge of community activity used in making judgemental
adjustments to the data. Westfield should demonstrate how its uses its
judgement to adjust its use factors.

Further, the Sitling Council observes that the Department indicated
that it produces two forecasts--one prepared for the Siting Council, and
one prepared for internal supply planning purposea.24 The internal
forecast is more accurate than that prepared for the Siting Council,
Because the Siting Council wants to review the Department's planning
process, the Siting Council finds that Westfield should incorporate in the
next forecast prepared Siting Council the subjective assumptions and
judgemental adjustments used in the internal forecast and supply plan.
Condition Two addresses this issue. In order to meet the concerns of the
Department about the discovery processs, the Siting Council commits itself
to a discovery process appropriate to a gas utility of Westfield's size and
resources, The Staff is prepared to meet with the Department to discuss
the implementation of the recommendations and conditions of this decision,

24. Tr. 11/15/86 at 47, 96-99,
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IV. Resources and Facilities

Westfield relies on pipeline gas purchased from Tennessee Gas
Pipeline Company ("Tennessee®) to meet most of its sendout reguirements.
muring cold weather, Westfield also sends out LNG and propang-air.

Wastfiald purchages pipeline das under Tennessee's G-6 Rate
Schedule pursuant to a contract dated October 9, 1981.25 The initial
termination date of the contract is NWovember 1, 2000 with automatic annual
extensions onlegs cancelled on twelve monthe! written notice of either
party. The maximum daily quantity ("MDQ") is 5.079 MMcf. The annual
volumetric limitation ("AVL") is 1,854 MMcf, representing the MDQ times the
number of days in each vear.

Tennessee has filed with the Federal Energy Regulatory Commission
(*"FERC") in Docket No. 86-441 for a Certificate of Public Convenhience and
Necessity so that Tennessee can expand its services to several
Magsachusatts gas utilities including Westfield.4® westfield has
regquested from Tennessgsee that its MDQ be raised to 6.25 HMcf. The new
contract would permit Westfield to raise its MDQ beyond 6.25 MMcf provided
Tennegsee is given two years' notice. In its next filing with the Siting
Council, the Department should discuss the status of the Tennessee
expansion project and regpond to Conditien Four, which addresses the issue
of the impact of the e¥pansion project upon Westfield.

Weztfield purchases LNG from Bay State pursuant to a contract dated
Qctober 25, 1978, as amended on August 23, 1982. Ais amended, the contract
provides for 73 ¥Mef of firm volumes and 23 MMcf of optional volumes, The
contract has an initial expiration date of March 31, 1888, but will
continue in effect on a year«to-year bagis thereafter unless cancelled on
twelve months' written notice of either party. The Department has not
decided whether it will cancel its contract with Bay State.Z2?

Westfield purchases the firm quantities of LHG on a take-cr-pay
basis. Westfield exercises the option to purchase additional volumes on
ten days' notice prior to the month in which the gas is to be made
available. The elected optional quantities become the take-or-pay
responsibility of Westfield. '

Under the Bay State contract, Westfield iz obliged to use its best
efforts to receive the gas by displacement (pursuant to one hour advance
notice) through an interconnection between the two companies on Westfield
Street in North Agawam. The contractual maximum hourly rate of delivery by
digplacement is 50 Mcf. If the gas cannot be delivered by displacement,
delivery ig accomplished by LNG (or propane at Westfield's option) through
truck transportation provided by Bay State. Westfield requests truck

25. Praviously, the Department was able to purchase spot market
pipeline gas under Tennessee's rate R-6 gas. See In Re: City of Westfield
Gas and Electric Light Dept., 12 DOMSC 243, 259 (1985),

26, See In Re: City of Wegtfield Gas and Electric Light Dept., 12 DOMSC
243, 261 (19857 and Tr. 11/15/86 at 66-70, and 73-14.

27. Tr. 11/15/86 at 535,
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deliveries on twenty-four hours' advance notice, but is constrained to
request delivexry in full truckloads.

Westfield's LNG facility has a design maximum daily sendout of 12
MMcf. During the 1982/83 split-year, the total LNG sendout from storage
was 16,3 MMcE, and the maximam daily sendout was 2.02 MMcE.

Westfield's propane facility has a storage capacity of §.49 MMcE
and a design maximum daily sendout of 1.2 MMcE. For the past three
split—-years, however, Westfield had no propane sendouk, Westfield's
current filing indicates no propane supply contracta through the forecast
periOdo

Va Cost Study

In Condition 7 of the preceding decision, the S8iting Council
otdered Westfield to provide a cost study which wauld compare the costs of
various options for AVL and MDQ for Tennessee's G-6 gas with appropriate
levels of supplementals. In compliance with this condition, Westfield
submitted in July of 1986 a cost study comparing the incremental cost of
ten options involving various levels of Tennessee gas to a base case, The
base case is the actual cost of supplemental fuels for split-vear
1985/86.28

A, Methodological Issues

The Siting Council had problems reviewing Westfield's cost study
due te poor documentation. Specifically, the Department failed to provide
documentation on the degrae davs for 1%85/86, demand and commodity charges
for Tennessee rate G-& gas for each MDQ levels, and a load duration
curve. Also, the cost study did not include a narrative,

In its cost study, Westfield evaluated the cost various levels of
Tenhessee gas, which included:

{a} The MDQ of Tennessee rate G-06 gas set at 6.25 MMcf with
supplemental production set at 51 MMcE;

(b} The MDQ of Tennessee rate G-6 gas set at 6.5 MMcf with
supplemental production set at 40 MMcE;

{c}) The MDQ of Tennessee rate G-6 gas set at 6.75 MMcE with
supplemental production set at 31 MMcf;

(A) The MDQ of Tennessee rate G-6 gas set at 7.0 MMcf with
supplemental production set at 24 MMcf;

{e} The MDQ of Tennessee rate G-6 gas set at 7.25 MMcf with
supplemental production set at 13 MMCE;

{f} The MD( of Tennessee rate G-6 gas set at 7.5 MMcf with
supplemental production set at 15 MMef:

{g) The MDQ of Pennessee rate G-6 gas set at 7.75 MMcf with
supplemental production set at 11 MMcf:

28. The cost study consisted of a computer printout provided in a
letter from Mr. Daniel Golubek, Gas Superintendent of the City of Westfield
Gas and Electric Light Department, to Mr. Calvin Young, Staff analyst,
dated July 14, 1986,
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(h) The MDQ of Tennessee rate G-6 gas set at 8.0 MMcf with
supplemental production set at B8 MMcf;

(i) The MDQ of Tennessee rate G-6 gas set at 8,25 Mcf with
supplemental production set at 6 MMcf;

(j) The MRQ of Tennessee rate G-6 gas set at 8.5 Mcf with
supplemental production set at 4 MMcE.

In the cost study, the Department compared the incremental cost
of each of the options with respect to a base case., The base case is the
actual cost of Westfield's supplemental fuels for the 1985/86
split-year., Each option involves increasing Westfield's MPQ of pipeline
gas through Tennessee's expansion project in order to displace
supplemental fuel in split-year 1985/86 assuming the option could be
available that year, Thus, Westfield compared what the incremental cost
would have been in 1985/86 for each option with the actual Supplemental
cost. The difference between supplemental fuel cost and the incremental
fuel cost for an option represents the net savings that the rate payers
would have had in 1985/86.

The incremental cost of each option is egual to the increased
demand and commodity charges associated with the increase in MDQ plus
cost of peak shaving fuels, Supplemental fuels are required only when
daily sendout exceeds the MDQ for Tennessee's pipeline gas.

Wegtfield is commended for performing such a study and making it
available to the Siting Council, The Siting Council has indicated in its
Notice of Inquiry that it will scrutinize cost more closely in its
evaluation of gas supply plans than it has in the past. The Siting
Council finds the range of supply plan options considered in the study to
be appropriate for a gas utility of Westfield's size and resources.

However, the Siting Council also finds the cost study not to be

reliable because of two methodological flaws., First, Westfield used

actual sendout regquirements for 19%85/86, when it should have used
normalized sendout reguirements. Second, the Department did not consider
any alternative scenarios in which the various options are evaluated,

The uge of actual 1985/86 would underestimate or overestimate net
savings associated with all options depending upon whether split-year
1985/86 was warmer or colder than normal., The bias might increase as the
MDQ level increases. If 1985/86 were a warmer than normal year, then the
anount of supplemental fuel nesaded to meet sendout requirements would be
less than that needed for a notmal year's weather and the study would
underestimate the net savings associated with each option. If 1985/86
were a colder than normal year, then the amount of supplemental fuels
needed to meet gendout requirements would be more than that needed for a
normal year and the study would overestimate the net savings associated
with each option, 2also, since sendout requirements are expected to
increase during the forecast period, less supplemental fuels are
available to be displaced by increasing MDQ levels in 1985/86 than would
be the case during the forecast period,

In addition, the Department should have examined an alternate
gcenario involving a design year's weather in its cost study. Options
with higher MDQs might have larger net savings than that given in the

cost study because more supplemental fuel would be displaced.

-18~
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B. Results

The regults of the study are presented in Table 4. The most cost
effective option, option A, would increase the MDQ for Tennessee rate G-6
gas to 6.25 Mcf, Option A represents the Department’s preferred supply
plan. Thig ig the MDQ level the Department has requested from
Tennegsees, 29

On the basis of the Department's own cost study, its preferred
supply plan ig the least cost supply plan. However, the cost study has
£laws which may have biased the results of the study. Since the study
was based upon the actual sendout data for 1985/86, the resultsz might
have underestimated or overegtimated the net savings for all options as
discussed supra, at 17, In addition, the study should have examined
degign year conditions in which options possessing higher MDQe would have
had larger net savings thah the cost study indicates.

VI. Comparison of Resources and Requirements

. Normal Year

Tables 5 and 6 portray Westfield's plan for meeting sendout
requirements in a normal season. Requirements are met with purchases of
Tennessee plpeline gas, Bay State firm supplies and stored LNG. Propans
gas and Bay State optional supplies are not used. Westfield sends out
all of its Bay State firm quantities, but lesa than the available
Tennessee G-6 ls used. Of the 1,854 MMcf pipeline gas awvailable,
Wegtfield intends to dispatch 990 MMcf in 1985/86 and 1,058 MMcf in
1989/90, Bay State quantities and stored LNG are used for peak shaving.
Westfield has gufficient resources available to meet requirements of its
firm customers without significant disruptions of interruptible service.

The Siting Council is concerned about Westfield®s reliance upon
Bay State's LNG to meet its sendout requirements, Distrigas Corporation
has filed for bankruptcy,3Q Distrigas of Massachusetts Corporation, a
subsidiary of Distrigas Corporation, supplies Bay State with LNG which
enables Bay State to resell LNG to Massachusetts and Mew Hampshire gas
utilities including Westfield., Thus the future availability of this
source of LNG supply is uncertain. Due to this uncertainty, the Siting
Council in Condition Three of this Decision will c¢rder the Department teo
address this issue in its next filing.

During the heating season, Westfield could meet its firm sendout
requirement with Tennessee G-6 gas except for peak shaving., Peak shaving
is required when daily sendout exceeds 5.079 MMcf. Last year daily
sendout would have been expected to exceed 5.079 at 46 degree days.
However, the Siting Council'’s analysis indicates that sendout
reguirements might be considerably underestimated at degrees exceeding 40
degrea days. Therefore, total sendout is likely to be greater in a
normal heating season than Westfield projects in its forecast. Yet,
Westfield's resources are mote than adeguate to meet reguirements until
1988/89% when Westfield's Bay State contract expires,

29. Tr. 11/15/86 at 69,

30. In Re: Bay State Gas Co. (EPSC Docket No. 85-13, Order dated June
27, 1986 at 26), in DOMSC .
-10-
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Supple-~
mental
Fuel Use

(MMcE)

134
51
40
31
24
19
15

11

Cost Study Results

Supple-
mental
Cost

{in

$000)
B99
341
266
206
162
125

99

76

54

38

28

=B~

Table 4
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Incre=
mental
Pipeline
Gas Cost
{in
$000)

448
524
593
655
713
7167
819
871
920

966

Total
Cost
(in
$000)
900
789
790
799
817
838
866
895
925

957

994

Net Savings
{(in
$000)

110
110
101
83
62

34

(25)
(58)

(94)



IPA

-87-

Table S
Comparison of Resources and Reguirements
During a Normal Year's
Non-heating Season

(MMcf)
85/86 86/87 87/88 88/89 89/90
Requirements
Firm 414.0 423.5 436.3 448,1 463.4
Interruptible 16,2 16,2 16,2 16,2 16.2
LNG refill == ———— —— —— ———
Total 430.2 439.7 452.5 464,3 479.6
Resgurces
Tennessee G-6  430.2 439,7 452,6 464.3 479.8
Bay State -— — -— ~——— ——
LNG({Storage} mo——— ——- ——-= ——— ———
Propane m——— — e —— -——-
Total 430,2 439.7 452 .6 464.3 479.6
Table &
Comparison of Resources and Requirements
buring a Normal Year's
Heating Season
{MMcf)
85/86 86/87 87/88 88/89 89/90
Requlirements
Firm 664,8 667.6 674,4 679.6 689.0
Interruptible - o e LR L] ® Rk ® ke kk
LNG refill ——— ———— === ——— —
Total 664.8 667.6 674.4 679.6 689.0
Resources
Tennessee G-6 558,5 560,8 566,5 570,.9 578.7
Bay State 67.0 67.3 68.0 68,5 69.4
LNG(purchasa) 19.1 19.2 19.4 19.6 19.8
Propane (spot) 20,2 20,3 20,5 20,7 20.9
Total 664.9 667.6 674.4 679.6 68%2.0

**% Wegtfield has negligible interruptible sales during the heating
season.
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buring the non-heating season, Westfield dispatches only
Tennessee rate G-6 gas.

B, Design Year

Tables 7 and 8 presents Westfield's plans for meeting sendout
requirements in a design year. Requirements are met with Tennessee
pipeline gas, Bay State firm supplies, spot market propane and stored
LNG. Bay State optional supplies are not used. Westfield sends out all
of its Bay S8tate firm quantititesz, but legs than the available Tennesse
G-6 is used, Of the 1,854 MMcf pipeline gas available, Westfield
intends to dispatch 1,014 MMcf 1in 1985/86 and 1,078 MMcf in 1989/90.
Even in a design year, Westfield uses less than sixty percent of its
available pipeline supply. Bay State quantities, spot market propane
and stored LNG are used for peak shaving.

The S8iting Council notes that Westfield's intended supply plan
for meeting design weather conditions includes gpot market propane. The
Siting Council is concerned about Westfield's reliance upon propane
purchased in spot markets as the reliability of spot market propane has
not been demonstrated. 1In its next filing, the Department should
address its expectationg concerning the availability and reliability of
spot market propane and whether it can meet its design year sendout
requirements without spot market propane.

Ca Peak Day

In addition to having sufficient gas supplies to meet normal and
desigh vear reguirements of its customers, a gas utility must hawve
sufficient daily pipeline supplies and facilities to meet peak day
requirements of its firm customers.

The maximum total daily guantity available for a peak day
gendout is 19.5 MMcf. This compares to Westfield's forecast Of peak day
sendout of 7.7 MMcf in 1985/86 rising to 7.7 MMcf in 1989/20D.

lgain, the Department's peak day sendout reguirementsz might be
underestimated because of a non-linear relationship between degree days
and sendout. Still, Westfield's 19.5 MMcf of gas supplies is in excess
of requirements by a considerable amount throughout the forecast period,
assuming a stored LNG and propane at maximum capacity. However, the
Department's ability to replace LNG will be critical for meeting peak
day sendout reguirements, Thus, in Condition Three of this Decision,
Westfield must describe its contingency plan for replacing stored LNG
ghould Bay State supplies not be available.

D. Two-Week Cold Snap3l

The Siting Council has defined a "cold snap” as a period of peak
or near-peak weather conditions, similar to the two-to-three week period
experienced during the 1980/81 heating season. The Department's ability

J1. See In Ret!: City of Westfield Gas and Electric Light Dept., 12
DOMSC 243, 263 (1985) for a discussion of the assumptions used by

Westfield in its cold snap analysis.
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Table 7
Comparison of Resources and Requirements
During a Design Year's
Non-heating Season

(MMc£)
85/86 86/87 87/88 88/89 89/90
Requirements
Firm 432.9 441.4 453.6 465.6 479.9
Interruptible 15.2 16.2 16.2 15.2 16.2
ING refill ———— o e e ——— ——
; Total 449.0 457.6 469.9 481.9 496,1
% Resources
:j Tennesgsee G-6 449.,0 457.6 469,9 481.9 496.1
1 Bay State - o ——— ———— ————
: LNG(Storage) —_—— —_—— —_—— —— —
Propane = e e === ————
Total 449.0 457.6 469.9 481.9 496,1
: Table 8
? Comparison of Resources and Requirements
During a Design Year's
Heating Season
{MMc£)
Recgluirements
Firm 672.6 672.9 679.0 685.6 693.1
Interruptible ok % %k L2 LEE ] E L L
LNG refill —— —=m= —-——— - —_——
Total 672.6 672.9 679.0 685,06 693,1
Resources
Tennessea G-6 565.0 565.3 570.3 575.9 58Z.2
Bay State 67.0 67.3 68.0 68.5 69.4
LNG(purchase) 12,2 1%.4 19.6 19.7 20.0
Propane {spot) 20.4 20.5 20.6 20.8 21.1
Total 672.6 672.9 679.0 685,86 £93.1

e ]

*k%x Westfield has negligible interruptible sales during the heating

Season.
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Table 9
Westfield's Two Week Cold Snap Analysis
{Mcf)
Split Year 1987/88
Pore-
casted Total Peak
Degree  Sendout Tannessee Shaving Bay State Production
Days Requitred MDO Redquire Interconnect Requirements
69 7649 5079 2570 1200 1370
46 6129 50749 1050 1050 o
42 4948 4948 0 0 0
35 4645 4645 0 0 0
25 3931 3931 0 0 0
43 5287 5079 208 208 0
47 5607 5079 528 528 0
42 5324 5079 206 206 0
48 5957 5079 878 878 0
56 7168 5079 2089 1200 889
63 7990 5079 2911 1200 1711
47 6638 5079 1559 1200 359
36 5378 5079 299 299 H
44 5713 5079 634 634 0

24—
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to meet the requirements of its customers during a cold snap depends on
its daily pipeline entitlements, its daily supplemental sendout capacity
and its storage inventories.

Table 9 presents Westfield's cold-snap analysis for
1987/88.32 fThe Department is in a comfortable position with regard to
its ability to meet sustained periods of extreme sendout requirements
for the First three years of the forecast period, Only for degree days
exceeding 46 degree days would Westfield be required to produce
peak-shaving other than Bay State LNG through interconnection for
1985/86 through 1987/88, Westfield's peak shaving rasources bheyond the
ILNG obtained through its Interconnection with Bays State will be met
with LNG and propane from storage. According to the cold snap analysis,
Westfield would require a total of 4.3 MMcf of peak shaving production,
Wegtfield's propane and LNG facilities' capacity of 13,2 MiMef is more
than sufficient to meet sendout requirements for a cold snap until
1988/89.

Should Bay State LNG not be available Westfield would have
difficulty meeting its cold-snap requirements. Therefore, the Siting
Council in Condition Three of this Decision Orders the Department to
submit a contingency plan for meeting requirements should Bay State LNG
not be available,

In addition, if heating use per degree day 1s an increasing
function of degree days then sendout requirements are likely to be
underestimated for a cold snap perlocd. Again, if Bay State LNG is
available, then the suspected underestimation of sendout requirements
poses no problems for Westfield as its gas supplies are ample., However,
should Bay State LNG not be available then the 8iting Council is
concerned about the ability of the Department to meet a cold shap, as
the suspected underestimation might require more production than
Wegtfield is currently planning for.

E. Summary

The Siting Council's mandated task is to review gas utilities’
supply plans to meet forecasted sendout reguirements o ensure adeglacy,
reliability, and minimum cO&t, taking into aceount the variability of
sendout due to weather and other considerations. The Siting Ceouncil
finds Westfield's plan to meet forecasted sendout reguirements during a
design vear, a cold-snap period and peak day to be adeguate and reliable
for split vears 1985/86 through 1987/88.

Given the uncertainty of Bay State LNG, the Siting Council
cannot make a finding on the adequacy and reliability of the
Department's supply plan in the latter years of the forecast period.
The Siting Council has concerns about the ability of Westfield to meet

32. The Siting Council notes several unexplained inconsistencies

exist in the data for the cold-snap analysis. Por instance, sendout

regquirements for 46 degree days exceed that of 47 degree days, and 63
degree days exceeds that of 69 degree days. However, even accepting

that the sendout is underestimated there are sufficient resources to

meet a cold-snap until 1988/89.
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sendout requirements in the latter years of the forecast period should
Bay State LHG not be available. In its next filing, the Department must
address how it will meet sendout requirements in the latter years of the
forecast period should Bay State not be available. Condition Three of
this Decizion addresses this issye,

Also, the Department performed a c¢ost studv which examined
differing levels of MDQ for Tennessee pipeline gas. However, on the
bagsis of evidence in the record before it, the Siting Council is unable
to make a finding upon whether option A would be the minimum cost supply
plan due to methodological flaws in the cost study.

vit, Impact of Qrder in Docket Ko. 85-64

The Siting Council's Order in Docket No. 85-64, along with new
Administrative Bulletin No. 86-1, implementing that order, makes some
changes in the filing requirements to be met by Massachusetts gas
utilities in future forecast filings, beginning in 1986, For the
Department's convenience, the changes which are most likely to affect
its preparaticn of its next forecast filing are briefly ocutlined helow.

- Forecast Accuracy

The $iting Council is instituting a requirement that each gas
utility report on the accuracy of its past forecasts, vis a vis actual
normalized sendout for the same years. In addition, Westfield should
examine whether the variability in ite forecast of total sendout from
vear to year. The Department should address the cause of the
variabllity in sendout forecasts.,

B. Normalization Method

The Order in Docket No. B85-64 reqguires gas utilities to describe
in detail and justify their approach to normalization of sendout for
weather.

Ce besign Year and Peak Day Selection

Administrative Bulletin 86-1 will reguire the gas utilities to
provide a rationale for selection of design criteria. The Department
should address the issue of the advantages of standards based upon a
percentage deviation from a normal vear's degree days over the recurrent
probability standard it currently uses.

D. New 8plit Year

On the recommendation of many gas utilities, the Siting Council
has determined that the split-vear used for Siting Council reporting
purposes should begin in November along with the heating season rather
than in April. This change will affect all gas utilities, reguiring
them to recalculate the sendout for each historical base year in thelr
forecast on a one-time basis, as well as to adijust the seasonal
degree-~day content of the years forming the basis of their normal and
design year criteria. The Siting Council recognizes that this will
cause some inconvenience in preparation of the 1986 forecast, but
expects that over the long run the new split-year will improve the
accuracy and reliability of gas utility forecasts.

-26-—
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E. Analysis of Cold-Snap Preparedness

The Order in Docket 85-64 requires that in their next filing,
all large- and medium-sized utilities must submit either an analysis of
thelr cold-snap preparedness or an explanation of why such an analysis
iz unnecessary to demonstrate that they will be able to meet their firm
gendout obligations throughout a protracted period of design or
near-design weather. These explanations of why such an analysis is
unnecessary should discuss a utility's supply mix, inventory turnover
practices, lead time for attaining supplemental supplies, and historical
experience of eguipment malfunctions, as well as the utility's
experience in actual historical cold periods., If Westfield chooses to
pravide such explanations and through them be able to demonstrate
satisfactorily that the Department's inventories and other supply
capabilities are such that ¢old snaps do not pose a threat te its
ability to meet firm sendout obligations, it may be excused from
preparing such cold-snap analyses in the future, unless the Department's
supply miz, inventory turnover practices, equipment performances, or
lead times for acquiring supplies change,

F, Cost Studies

In the past, the 8iting Council's review of a gas utility's
supply plan has focussed primarily on a utility's ability to meet the
requirements of its firm customers under normal and design weather
conditions. 1In the past, the Siting Council generally has not compared
or evaluated the costs of gas supply alternatives.,

With a range of supply alternatives currently available at
different prices, deliverabililty levels, and contract terms, the Siting
council must now ensure a gas utility's choice of supplies is consistent
with the 8iting Council's mandate to ensure "a negessary energy supply
with a minimum impact on the environment at the lowest possible cost.”
Mass, Gen, Laws ¢. 164m sec 69H (emphasis supplied).

In this context, the Siting Council finds that in every forecast
filing that indicates that the addition of a long-term firm gas supply
contract is proposed within the forecast period, utilities are to
perform an internal study comparing the costs of a reasonable range of
practical supply alternatives, This requirement is intended tec cover
instances when the following types of contractual arrangements are
propoged: (a) changes in or amendments te existing firm pipeline supply
contracts or new firm pipeline projects; {b) changes in or amendments to
firm gas storage contracts and for firm transportation of storage gas or
new firm gas storage and/or transportation projects; (¢} firm supplies
of gas from a producer under a contract covering a two-year peried or
longer, along with related transportation arrangements; (d) any
arrangement for supplemental gas supplies for which the supply is
intended for use for a period longer than a single heating season,
except for arrangements in which the utility can adjust the LNG volumes
for the following heating season.

Westfield's cost study should address those methodological
issues raised supra at 17 and 18, Specifically, the Department should
properly document the assumption used in the analysis concerning degree

days, gas prices, and load duration curve. Also, the Department should
analyze normal and design years' condition in its cost study.

-27-
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VIII. Qrder and Conditions

The Siting Council APPROVES the 1985 Supplement to the Second
Long-Range Forecast of Gas Requirements and Resources of the City of
Westfield Gas and Electric Department. Westfield shall be required to
meet the five conditions listed below.

1.

That Westfield file its next Supplement on or before
October 1, 1986,

That Westfield explain and document how it uses its
intimate knowledge and judgement to adjust its average
number of customers, and base and heating use factors.

That Westfield provide a description of the status of its
negotiations with Bay State for LNG and submit a
contingency supply plan for meeting firm sendout
reguirements under normal year, design vear, and peak day
conditions should Bay State not be available in any of the
forecast years.

That Westfield provide a description of its contract for
plpeline gas under the Tennessee expansion project.
Included in the description should be the status of the
project before FERC, the MDQ and AVL Westfield expects to
obtain, the provision that permits it to increase its MDQ,
and the anticipated in-service date.

That Westfield satisfy the requirements outlined in the
Siting Council's Order in Docket No. 85-64, Standards and
procedures for Reviewing Sendout PForecasts and Suppley
Plans of Massachusetts' Natural Gas Utilities, as described
in Section VII.

&v’k%@’ﬁ(/t/g’ﬂm% o,
Suasan F. Tierhey
Hea:ing 052?52: {i:)

UNANIMOUSLY APPROVED by the Energy Facilities Siting Council at its
meeting of August 7, 1986, by the members and designees present and
voting: Chairperson Sharon M. Pollard (Secretary of Energy Resources);
Sarah Wald (for Paula W. Gold, Secretary of Consumer Affairs and
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Business Regqulation); Stephen Roop (for Secretary James Hoyte, Secretary
of Environmental Affairs); Joellen D'Estrl (for Secretary Joseph D.
Alviani, Secretary of Economic Affairs); Joseph Joyce {Public Member,
Labor): Dennis LaCroix (Public Member, Gas); and Madeline Varitimos
{(Public Member, Environment). 1Inelgible to vote: BElliot Roseman (Public
Member, Oil); and Stephen Umans (Public Member, Electricity)}. Absent:
Patricia Deese (Public Menber, Engd g).

R-\A-R @

PR N I

Date Sharon M. Po
Chairperson
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The Energy Facilities Siting Council ("Siting Council™) hereby
APPROVES subject to CONDITIONS the Fourth Supplement ("Supplement") to
the Second Long-Range Forecast of natural gas requirements and resources
for the years 1985/86 through 1989/90 ("the forecast period") of the
Fall River Gas Company ("Fall River" or "the Company").

I. Introduction and History of the Proceedings

A. Background

Fall River distributes and sells natural gas to approximately
41,000 customers in the City of Fall River and the Tewns of Somerset,
Swangea, and Westport. Total firm sendout in the 1984-85 splii year was
5424 million cubic feet ("MMcf"), which makes Fall River the fifth
largest gas distribution utility in Massachusetts. Approximately 62
percent of the Company's firm sendout goes to residential heating
customers, 22 percent to industrial customers, 2 percent to commercial
customers, and 2 percent to residential non-heating customers. Between
1972 and 1984, Fall River's number of firm customers grew by 5.3
percent, though its weather-normalized firm sendout declined by 3.3
percent. Over the forecast period (1984 tc 1989) Fall River projects
that it will increase its number of firm customers by 4.3 percent, and
that its normal firm sendout will expand by 14.2 percent.

B. Procedural History

The Company filed the Fourth Supplement to its Second Long-Range
Forecast of natural gas requirements and rescurces on August 30, 1985.
A Notice of Adjudication of the Supplement was issued and was published
in accordance with the Hearing Officer's instructions. No petitions to
intervene or motions to participate as an interested person were filed,

While consideration of the Supplement was pending, the Siting
Council Staff issued a Notice of Inguiry into an Evaluation of Standards
and Procedures for Reviewing Sendout Forecasts and Supply Plans of
Masgachusetts Natural Gas Utilitiez ("the Notice of Inquiry”™) in Siting
Council Docket No. 85-64. The purpose of this Notice of Inquiry was to
solicit comments from all of the Massachusetts natural gas companies
under the Siting Council's review process of gas company forecasts and
how this process could be made more efficient and effective, and the
Siting Council's decisions on those forecasts more meaningful to those
companies,

The Notice of Inquiry established specific suggestions for changes
in the standards and procedures to be followed by the 8iting Council in
gas company forecast proceedings. After requesting and receiving
written comments on these suggestions, the Siting Council Staff held 10
days of hearings on the Notice of Inguiry in November, 1985. ©Cn
November 13, 1985, Fall River appeared before the Siting Council Staff
at the hearing to answer questions regarding issues raised in the Notice
of Inquiry and the content of its current Supplement, Fall River's
responses are referred te in this Decision (as "TR., 11/13/85, p.

L]}
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As stated in the Procedural Order of October 22, 1985 in Docket Wo,
85-64, the pregent Decision is made on the basis of the Siting Council
standards and procedures which prevailed at the time the Supplement was
£iled. However, certain applicable ¢hanges to those standards and
procedures evolving from the Notice of Inquiry are discussed in Section
VI, infra.

The record in this Decision conslsts of the Supplement and
transcripts of the hearing on the Notice of Inquiry in Siting Council
Dogket No. 85-64.

IT. Compliance with Conditions

The Siting Council imposed five conditions in its last decision on
Fall River's Third Supplement to its Second Long Range Forecast. In Re:
Fall River, 12 DOMSC 11, 37-38 (1985). Fall River was ordered to:

1. Commence data collection efforts to support the selection of
trends in base and heating factors in future forecasts.

2. Commence a program to improve data and documentation for the
commercial and industrial classes.

3. Provide in its next f£iling the process and criterxia used to
evaluate new supplies and service contracts. Additionally,
the Company shall provide in its next Ffiling a detailed plan
for balancing its resources and requirements in both the
non-heating and heating seasonsg, if the ¥~4 volumes are
approved. This plan should zstate Fall River's ascumption
regarding the future price of supplementals and the optimal
levels of each supplement also that firm customers’
requirements are met with an adequate supply at the lowest
possible cost.

4, Develop an appropriate cold snap standard reflecting a
realistic cold snap weather pattern and present it in the next
Supplement. The standard should reflect the Council's
concerns expressed herein.

5. Present in its next Supplement, an LNG contingency plan. The
plan shall contain a statement concerning the reliability of
DOMAC deliveries and a standard for determining when
replacement supplies are needed and possible sources of those
replacements.

Company officials met with the Siting Council staff on May 13, 1985
to discuss more specific efforts for complying with the conditions.

In response to Condition 1, the Company initiated a customer
contact survey through its Service Department to ascertain
connected-appliance saturation. In addition, the Company included in
its forecast infermation on new construction, with associated gas
penetration levels, and on oil-to-gas conversion trends in the Company's
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geyxvice area, The Siting Council finds that the Company hag met
Condition 1.

In response to Condition 2, the Company included some discussion of
commercial activity leading to increaszes in sales. Although useful for
background purposes, the Company's efforts do not inspire confidence
that the Company is using or plans to use systematic methods te compile
and interpret data on commercial activity. See Section III-E, infra. A&
number of ways in which the Company could develop systematic data were
addressed in the compliance meeting with Siting Council Staff, but not
significantly incorporated into the forecast. Letter from Eric J.
Xrathwohl to John Dalton, June 19, 1985. Thus, the Siting Council finds
that Fall River has not shown that it commenced a "program tc improve
data and documentation for the commercial and industrial classes." The
requirement is reimposed as the second conditicn in this Decision.

In response to Condition 3, the Company briefly presented the
sequence of events and related reasoning underlying recent Company
actions concerning major supplies, specifically the contracting of
additional LNG from Bay State Gas Company and F—4 volumes from Algonguin
Gas Transmission Company. However, the Company's documentation provided
little if any insight on how The Company trades off cost with other
factors, such as reliability. As such, the Company’s efforts do not
allow the Siting Council to determine how the Company's decision making
on major supplies, as pregented, might bhe generalized to address supply
choices the Company might face in the future. Thus, the Company's
response does not really constitute provision of "the process and
criteria used to evaluate new supplies and service contracts."
Nevertheless, the Company made an important start, and appears to have
responded to some specific suggestions made in the compliance meeting
with Siting Council Staff. Id. The Siting Council's Order in Docket
85-64 includes important provisions which will relate tc Fall River's
presentation of its decision making process concerning certain classes
of possible future gupplies. See Section VI, infra.

With respect to the balancing of resources and requirements, also
addreszed in Condition 3, the Forecast indicates that Fall River expects
to negotiate reductions in its contracted ING volumes from Bay State.
Accordingly, within the context of the current filing, the Siting
Council finds that Fall River has met the condition that 1t provide a
plan for balancing its resources and reguirements., See Sections V-A and
v-B, infra. -

The Siting Council finds that Fall River has met the requirements
of Condition 4, concerning & new cold snap standard. See Section V-D,

infra.

The Siting Council finds that Fall River has met the requirements
of Condition 5, concerning provision of an LNG contingency plan.
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ITT. Analysis of the Forecast

A. Introduction

Table 1 shows Fall River's forecast of sendout reguivements for the
1985-86 and 1989-90 split years.

In this Supplement, Fall River continues to forecast its sendout
requlirements with the use of base factors, heating factors, and
degree~day data. The Siting Council has approved this forecasting
approach as basically sound in previous decisions on the Company's
filings. 1In this Decision the accuracy of the Company's past forecasts,
as made in the two most recent filings, now is reviewed as well.
Section B, infra.

With resgpect to the methodolegy itself, the Decision does not
repeat descriptions contained in the previous decisions or in the
Supplement itself. Instead, the Siting Council concentrates on
implications of the Order of Standards and Procedures for the Company's
methodology, and on aspects of the methodology that the Company has
changed since its previous filing. The issues addressed include: the
Company's method of selecting degree-day standards for normzal and design
weather; the methods of projecting base and heating factors; the basls
for projecting the number of customers; and judgmental adjustments to
the forecast of commercial arnd industrial usage. See Sections € through
F, infra.

B. Forecast Accuracy

The Siting Council is interested in reviewing the accuracy of gas
company forecasts, based on comparisons of firm normalized sendout in
historical split years with the normalized firm sendout that had been
forecasted for such vears in past Siting Council forecasts. In this
review, the Siting Council has considered Fall River's forecast accuracy
for the two most recent historical years (1983-84 and 1984-85) and the
two most recent supplement filings (1983 and 1984}, See Takle 2.

In its 1983 filing, PFall River under-forecast split-ysar sendout
for the first two forecast years by approximately 10 to 12 percent. As
shown 1in Table 2, the differences are apparent in hoth the heating and
non-heating season. A review of Fall River's class sendout tables
suggests that the discrepancies also are attributable to a nurber of
classes (in absclute terms, the residential heating and industrial
classes appear most significant) and to both customer numbers and usage
factors within various classes. Indeed, the coincidence of both an
econemic upturn and a reduction in gas prices appears in hindsight to
have compounded the extent of the npturn in sendout that needed to be
anticipated for an accurate forecast. Also, with respect to Fall
River's sizable industrial process—use load, & strong shift of sendout
from a £irm to an interruptible basis, which had begun in 1981-82,
stabilized dramatically in 1983-84.

In the 1984 filing, Fall River again under-forecast split-yvear
sendout for the first forecast year, but by a much smaller margin of
less than 2 percent, The dlscrepancy is essentially confined to the

-4 -
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Table 1

Forecast of Sendout by Customer Class

(MMCF')
1985-86 1989-90
Non-heating Heating Non-~heating Heating
" Season Seasgon Season Season
Normal Weather
Residential
Heating 1127 2514 1179 2630
Non-heating 53 47 51 45
Commercial 153 340 158 352
Industrial 657 684 749 779
Co. Use and (4) 240 {2) 240
Unaccounted-for
Total Firm 1989 3825 2136 4046
Interruptible 842 150 842 150
Toctal Sendout 2831 3975 2978 4196
Design Weather
Total Firm 2109 4022 2261 4268
Pecak Day Sendout
Requirements 51.1 54,1

Source: Supplement, Tables G-1 through G=-5., Columns may not add due to
rounding.
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Forecast Accuracy, 1983 and 1984

1983 Filing:

1983-84 Projected
1983~-84 Actual
Absolute Difference
Percernt Difference

1984-85 Projected
1984-85 Actual
Bbsolute Difference
Percent Difference

1984 Filing:

1984-85 Projected
1984-85 Actual
Bbsolute Difference
Percent Difference

=103~

Table 2

Non~Heating
Season

(MMcE)

1928
1929

-1
-0.1

Filings

Heating
Ssason

(MMcf)

3380
3724
-394
-10.4

3374
-3789
-442
-11.7

3623
3789

-96
-2,5
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heating season and appears to be primarily attributable te the heating
use factor projection for the residential heating class.

c. Degree-Day Standards

Fall River uses the following degree-day ("DD") totals to calculate
its sendout requirements:

Non-heating Heating Total

Season Season Split-year
Normal Weather 1372 4751 6123
Design Weather 1543 5100 6643

The design peak day is 74 degre? days. B&ll of the DD values are
based on weather data gince 1963-64.

The DD totals for normal weather are the mean values for each
season after deletion of outlying data points as shown in Figure 1. The
Company discards four outliers before calculating the average DD in a
non~heating season, and discards one outliers before calculating the
average DD in a heating seascon.

The Siting Council previocusly determined that the Company's normal
weather DD standards, including its judgemental deletion of outlying
data points, are appropriate. 12 DOMSC 11, 15. As discussed below,
however, the Siting Council now seeks a fuller discussion of the
rationale underlying Fall River's methodology.

The DD totals for design weather are the maximum values actually
experienced during non-heating seasons and heating seasons since the
1963-64 split yecar. The peak day DD value of 74 is based on the
recorded maximum DD value of 69 (from 1280-8l) plus a 5 DD safety
margin.,

The Siting Council previocusly determined that the Company's deslgn
weather DD standards are appreopriate, but noted that other more
analytical approaches could be used as well. 12 DOMSC 11, lé. In that
review, the results of a staff analysis of the statistically expected
frequency with which the Company's design standards will recur were

lThe Company has not regalculated normwal weather DD, since its
previous filing, to reflect the additional weather year, 1984-85,
reported in the current filing (and shown in Figure 1},

2The resulting weighted averages vield higher normal year DD
standards than would result from the usage of unadjusted averages. For
the non-heating season, the weighted average closely approximates the
median value for the 21 years of data. The median values are 1370 DD
for non-heating seasong and 4735 DD for heating seascons, while the mean
values are 1351 DD for non-heating seasons and 4725 DD for heating
seasons.
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Figure 1
Degree - Days by Year
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available to agsist the Siting Council's findings.3 As discussed below,
the Siting Council now iz concerned that the recurrence frequency of
design weather should be explicitly recognized on a reqular bagis in gas
forecasts,

In its Order under Docket Wo, B5=64, the Siting Council has
reaffirmed its interest in monitoring the designh criteriz that each gasg
company uses in its supply planning to ensure that those criteria bear a
reasonable relationship to design conditions that are likely to be
encountered. See Section VI, infra. In order to facilitate this
assessment of reasonableness, a Company's methodology must be
reviewable.

Accordingly, the Company is expected, in future forecast filings,
to include a detailed discussion of how and why it selected the design
weather criteria that it uses, giving particular attention to the
frequency with which design conditions are expected to recur. The
Siting Council also encourages the Company to expand its historical
weather data base, including, in particular, data for the most recent
weather year(s) newly available since previous filings.

The Siting Council also observes that the Company's methodology for
deriving DD totals for normal weather, involving the deletion of
outlying data points, may be viezeg as bearing some relationship to the
concapt of recurrence freguency. , At present, the Company's basig for
drawing amplitude bands, as shown in Figure 1, is judgemental. However,
the reviewability of the technique conld be improved if such bands were

3It wag shown that, assuming normally distributed data, the Company
faces a preobability of 0.0559 (1 in 18) of a colder=than=design heating
season, and a prohability of 0.0099 (1 in 10Q) of a colder-than-design
gplit year. 12 DOMSC 11, 16. It should be noted that the design split
year is hased on the sum of non-coincident maximum aof the heating and
non=heating seaszons (i.e., not an actual whole vear).

4Under giuch an interpretation, the outlying data points would have
a recurrence frequency that is less than a specific limit (or ocutside a
band on the graph in figure 1), It might be reasoned, for example, that
such an outline should be treated geparately based on an expectation
that it would occur less than once every twenty-one years, whichk is the
length of the averall availabhle data base.
5The Company noted another beneficial result of its normal weather
DD methodology, beyond that of removing data points not expected to
occur very frequently. With respect to the non-heating season, the
methodology allowed the Company to derive a standard better reflecting
"the density of the locus of pointes favor(ing} the area of the plot
above the arithmetic average." Supplement, First page. The Company
indicated that it had not cohsidered whether use of the median rather
than the mean could accomplish this purpose more effectively. Tr.,
11/13/85, p. 94-97.
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described in terms of a recurrence frequency.6 The Siting Council
reguests that, in the event that the Company elects to retain this
methodology in future filings, recurrence frequencies be explicitly
recognized and provided with the results, or an explanation provided as
to how the rationale for the methodology differs fyrom or is unrelated to
the concept of recurrence frequency.

D. Base and Heating Factor Projections

Fall River projects base and heating uge factors for its
residential sendout forecast through the uge of trends selected on the
bagis of judgement. In the current forecast, the Company assumes that
base factors will cease declining, and that base and heating factors
will Ievel out near theilr 1984-85 values ag shown below:

Historical Forecast
Customer class Pactor 1983-84 1984-85 1985-86 1989-90
Reg. Non=Heating Base 17.1 16.9 16.8 16.6
Res. Heating Base 27.7 26.9 26.0 26.0
Res. Heating Heating 00,0135 0.0137 0.0136 0.0136
Note:s Bage factors are given in units of Mcf per customer. Heating

factors are given in units of Mcf per DD per customer.

Source: Foracagt, Tables G-~1 and G=2.

The Company states that it considers the impacts of appliance
efficiency, congervation, and fuel cost expectations in its selection of
use factor trends, but does not present guantitative studies of these
impacts. The Company reports it has proceeded to collect data on
appliance use by its residential customers, in response to the Siting
Council's previous condition concerning development of data to support
uge factor projections. The Company states that the survey data, which
is being compiled by Company Service Department personnel as part of
their normal contact with customers, will be used as appropriate in
future forecasts.

The Siting Council commends the Company's effort in commencing the
development of service area data on residential appliance use. However,
the Siting Council recognizes that the current survey congists of a
simple checklist of appliances, and does nhot appear to address other
related analytical factors suggested in the previous decision as

6For the heating season, the band width in Figure 1 appears to be
based on the game data point which is the basis for the design year
standard. Thus, the calculated recurrence probability of 0.0559 (1 in
18}, made by the Siting Council staff in EFSC 84«20, would apply. See
Footnote 3.

- 10 =
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possible areas of data development that would be appropriate.7 In
addition, the Company has not clearly set forth the planned sampling
design (i.e, such factors as the time period to conduct the survey and
the percent of the population to bhe surveyed), nor how the sampling
design was selected.

Regarding its ability to project use factor changes based on
current conditions and information, the Company stated that "throwing
net changes in for this forecast period would have just been cosmetics,
to make it look like there was some grand analysis." Tr., 11/13/85, p.
102, At the same time, the Company acknowledged that the base and
heating use factors for its heating customers have been "moving apart,
the last couple of years." 1Id. Nevertheless, given the available data,
the Company elected to project use factors as remaining constant over
the entire forecast period for heating customers, and over the last
three years of the forecast period for nen-heating customers.

The Siting Council continues to believe the Company should have a
good understanding of the relative trends in base and heating use
factors, and a greater confidence in its own ability to project such
factors than has been found to exist in the current review. The Siting
Council looks forward to the prospective documentation and analysis of
the appliance use survey results in the Company's next and future
£ilings, and the greater forecasting confidence such results hopefully
will be able to instill.

The Siting Council recognizes that a long-term implementation
programn may be required to address the data development concerns
outlined in the previous decision with respect to forecasting base and
heating use factors. BAccordingly, the Siting Council CONDITIONS its
approval of Fall River's sendout forecast on the presentation in the
next forecast of a report on prograss to date concerning documentation
of use factor levels, and how such efforts fit into a long term approach
to data development supporting use factor projections. 'The report
should build on the recults of the Company's appliance survey, and
clarify what additional data development efforts are planned, how such
efforts will address average use per appliance and factors that
influence appliance ownership and usage, and what sampling technigues
are planned or under consideration,

7‘I'he previous Decision stated that appropriate data collection
efforts might include formal surveys of the number of appliances owned
by the Company's present and future customers, the average use per
appliance, and Factors that influence appliance ownership and usage by
residential heating and non-heating customers. The Deciszicn also
identified appropriate types of follow-up study that might be hased in
part on results of such surveys, including economic studies of the
relationship between price and base factors or heating factors, and
closer examination of residential heating consumption patterns and the
price and temperature-sensitivity of residential non-heating load.

- 11 -
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E. Commercial and Industrial Usage Changes

The Company prepares separate forecasts of commercial and
industrial sendout, based on regular contact with customers by Company
personnel and historical levels of base and heating use. Since the
previous filing, the Company has made no changes in its forecast
methodology, but has made some limited changes in the documentation and
narrative presentation of its forecast.

After showing a relatively sharp increase of 11.0 per c¢ent between
1982-83 and 1983~84, Fall River's average normalized use per commercial
customer increased again between 1983-84 and 1984-85, but at a more
modest 3.6 percent rate. Average normalized use per industrial customer
dropped 3.6 percent between 1983-84 and 1984-85, reversing a more
sizable jump of 16.3 percent in the vear before.

The Company's forecast of commercial and industrial sendout
contimies to reflect the projection ¢f hase and heating factors at
constant levels, based on five-vear historlcal averages, Reflecting
this moving average, the industrial base and heating factors have been
decreased by 1.6 percent and 1.0 perecent, respectively, since the
previous forecast. The commercial base and heating factors have been
increased by 1.1 percent and 4.5 percent, respectively, since the
previous forecast.

In response to the Siting Council's previous condition concerning
documentation of commercial and industrial use, the Company states that
ongeing means of data cellection -- including reqular customer contact
by service personnel and involvement in Chamber of Commerce activities
and the Redevelopment Authority -- are being increased. However,
documentation of the results of such efforts in the Forecast remains
limited, consisting of a few paragraphs c¢iting instances where new or
converted gas heating or cooling is occurring {square-footage of floor
space indicated) and aggregate statistics on 1984 and 1985 (to date) gas
air conditioning penetration (in tons). Supplement, section headed
"Commercial /Industrial.”

Fall River's forecast of commercial and industrial sendout raises
concerns on several levels. PFirst, the very organization and format of
Fall River's presentation of background information on trends and other
factors affecting its forecast (the section headed "Commercial/
Industrial™) does not inspire confidence that the Company's approach is
systematic or analytical. The reviewability of the narrative could be
greatly enhanced by separate dlscussion of the commercial and industrial
classes, by use of tables to present penetration data for customers or
customer types, and by expression of penetration or similar information
in units Eomparable to those in the forecast tables (i.e., sendout
volumes) . Given the Company's reliance on regular customer contact for

BAfter a compliance meeting on May 13, 1985, it was indicated that

(Footnote Continued)
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documentation purposes, organization and interpretation are essential in
communicating or applying information about the service area as part of
the forecast.

Second, the Company has not identified specific steps taken or
proposed to enhance the depth or analytical usefulness of the
information that it gathers about its customers. The Company does
report that it maintains data by Standard Industrial Classification
{SIC) code for certain process-use industries. Tr., 11/13/85, p. 78.
However, the Company has not shown that it uses or plans to use
sysgtematic and standardized survey technigues to compile information
about the characteristics and usage patterns of its commercial and
industrial customers and about any year-to-year changes and trends.
Nor does the Company demonstrate any considerxation of the relationship
of its industrial sales toc macroeconomiec variables at the regional or
national levels,

The forecast narrative does suggest the existence of factors which
Pall River evidently believes are ilmportant for its forecasting of
commercial and industrial sales. Such factors include the nationwide
contraction of the textile industry, opportunities for gas-fired heating
in commercial redevelopment of old mill properties, and improved
potential for gas air conditioning penetration with more efficient
equipment, Supplement, Section headed "Commercial/Industrial™. The
Company foresees the net effect of all these factors "resulting in
minimun of possibly negative growth in our industrial market." Id.

Overall, the Siting Council finds that the Company's narrative does
not provide a reviewable basis for the derivation of the customer and
usage factor projections that make up the commercial and industrial
forecasts, The limited reviewability is of special concern for the
commercial class this year, as the Company appesars to see clearly upward
trends there (supra), but does not provide an explanation for the
relative reflection of these new trends in respective adjustments to the
customer and usage-per—customer projections since the previous filing,
With respect to the industrial class, the Company continues to lack
analytical methods for identifying possible factors which could predict
the sometimes volatile trends in industrial sendout.

The Siting Council concludes that Fall River must take significant
steps to beqin improving the documentation of its commercial and
industrial forecast, as it reportedly has done with respect to its
residential forecast. Such steps were ordered in the previous decision,
and the Company is hereby informed that the forecast must show progress
in order to be approved in the future. Accordingly, the approval of the
current sendout forecast is CONDITIONED on the commencement of a program

{(Footnote Continued)

the Company understood it should present more detailed information
regarding new development that will use gas, including on-line date and
expected usage., Letter from Eri¢ J, Xrathwohl to John Dalton, June 19,
1985,
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to improve Fall Rivex's data and documentation regarding its sendout
forecasts for the commercial and industrial c¢lasses. The program must
include a standardized survey or such other reviewable approach as the
Company may propose to assess its customer make-up and usage patterns,
and identify related trends.

IV. RESCQURCES AND FACILITIES

In the past, the Siting Council has focused primarily on a gas
Company's ability to meet the requirements of its firm customers in
reviewing that company's supply plan. A company's ability to meet firm
peak day and normal and design weather requirements was the Siting
Council's major supply planning concern, 1In the past, the Siting
Council generally has not compared the costs of gas supply alternatives.

With a range of supply alternatives currently avallable at
different prices, deliverability levels, and contract terms, the Siting
Council must now ensure a gas company's choice of supplies is consistent
with the Siting Council's mandate to ensure "a necessary energy supply
with a minimum impact on the environment at the lowest possible cost,"
Mass. CGen. Laws Ann. ch. 164, sec. 69H (cmphasis supplied). 1In the
previous decision, the Siting Council stated its intent to review each
company's basls for selecting a supply alternative or the Company's
decision process to ensure that its decisions are based on projections
based on accurate historical information and projection metheds,

In reviewing Fall River's current Supplement, the Siting Council
has examined, as before, the adequacy of Fall River's supplies to meet
firm requirements under normal and design weather conditions, and peak
day and cold gnap conditions. The Siting Council generally is satisfied
that Fall River has sufficient supplies under these conditions.

To the extent possible based on the existing record, the Siting
Council has reviewed Fall River's supply plan to determine whether the
Company's plan ensures a negessary supply at the lowest possible cost.
Fall River's filing itself contained little information to asgist the
Siting Council in this latter task. In response to the Siting Ccouncil
Staff's questioning on this issue, Company witnesses indicated that cost
analysis with respect to new supplies is "done in the treasurer's office
or the accountant's office or the president's office,” but were unable
to provide much additional insight as to the nature and metheds of such
cost analysis. Tr., 11/13/85, p. 42. Thus, the $Siting Council is
unable to draw definite conclusions on whether Fall River's supply plan
observes the least cost mandate consistent with providing reliable
supplies. The Siting Council is again providing notice of the intended
scope of future proceedings and of the type of information which the
Siting Council will require. See Section VI, infra.

A. Overview

Fall River's resources and facilities are substantially the same as
those described in the Siting Council's most recent Fall River Decisien.
12 poMsC 11 (1985). Therefore, this section will focus primarlily on the
changes in the Company's supply plan since the previous Siting Council
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decigion, Fall River's currently effective supply agreements are shown
in Table 3.

In summary, the Algonquin Gas Transmission Company {("Algonguin®)
provides the Company with pipeline gas under four sgeparate contracts:
firm gag service on a year~round~basis under the F=-1 service agreement:
firm winter service gas, available from November 16th through April
15th, under the WS-1 service agreement; underground storage and
transportaticn service under the STB-1 service agreement; and SNG under
the SNG-1 service agreement. In addition to these service agreements,
Fall River recently began receiving firm pipeline veolumes from Algonguin
under the F-4 rate schedule and signed a service agreement with
Algonguin which provides an increase in storage transportation service
under the SS-IIT rate schedule.

The Algonquin F-1, and WS=1, and the Bay State LNG agreements are
scheduled for initial expiraticn within the forecagt period. Fall River
ig expected to discuss in detail its plans for future contracts for each
of these supplies.

B. F~4 Service

In December, 1985, Algonquin began providing Fall River with
additional pipeline service on a 365-day basis under Rate Schedule F-4
Interim, consisting of an MDQ of 1.7 MMcf and an AVL of 610 MMcf., Full
firm service is scheduled to begin November 1, 1986, under whigh Fall
River would have an MDQ of 3.75% MMcf and an AVL of 1,370 MMcE,
Expansion of the Texas Eastern Transmission Company (“Texas Eastern")
supply system was needed before the interim firm service could be
provided, and two short looping segments are required by Algonguin in
Massachusetts before firm service can commence.

In justifying the F-4 purchase, the Company points primarily to the
need to replace the SNG volumes, which have been dramatically reduced

9Algonquin Gas Transmission Co., FERC Docket Mo. CP84~-5654-001,
Yamendment to Abbreviated Application for Certificates of Public
Convenlence and Wecessity for (i) Limited Term Interruptible Sales
Service and (ii) Long—-Term Sales Service." BAlgonguin is acquiring the
necessary supplies from Texas Eastern Transmission Corporation which in
turn is acquiring the supplies in the same stages from Coluwmbia Gas
Transmission Corporation. FERC Docket No. CPB4=-429-001. Algonquin has
xecently petitioned FERC to amend its certificate in oxder to reflect a
new delay in full firm servige until November 1, 1987, necessitated by
construction delays, and to aathorize "development period service"
during 1986-87. The proposed development period sexvice would be
approximately 84 per cent of full service, and for Fall River would
amount to a MPQo of 3.15 MMef and an AVL of 1151 MMcf. FERC Docket No.
CP84-654-016, "Notice te Amendment and Petition to Amend", September 15,
19846,
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Supplier

Algonguin

Algonquin

Algoneuin

Algonguin

Algonquin

DOMAC
Bay State

Bay State

Petrolane

Petrolane

Table 3
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Fall River Gas Company

Current Gas Supply Agrecments

Contract

F-1

P-4

sT-1
88-II1

Firm
Firm

Optional

Firm/Contract

Optional

AVL/ACQ MDOQ Costl Contract
{MMa£) {(MMcf) ($/McE) Dates
3,958.2 14.6 3.19 11/69-11/89
©10.3 1.7 3.55 12/85-10/86
1,369.5 3.8 11/86-10/2006
427.2 7.1 3.42 11/68-11/88
108.5 1.0/2.52 21.25 4/85-4/86
93.0 1.0/2.5 4/86-4/87
180 1.8 4 7.85 4/80-4/2000
25 0.95 8/86-4/2000
435 - 7.053 4/71-4/91
263 - 7.05 9/82-4/87
788 4/87-4/88
87 - 7.05 9/82-4/86
262 4/87-4/88
135 - 6.96 4,/85-4,/90
18.7 - 6.96 4/85-4/90

Transportation

Algonquin Pipeline

Algonguin Pipeline

Algonguin Pipeline
Algongquin Pipeline
Algonquin Pipeline
Algonguin Pipeline
Truck
Truck

Truck

Truck

Truck

1. Cost is based on the Company’s Cost of Gas Adjustment filing with
the Department of Public Utilities for April 1, 1986,
represents a 1l2-month rolling average as provided in CGAC filings.

2. Lower fiqure is MDQ for December 10-31 and February 1-15; higher
figure is MDO for January 1-31.

3. The Cost of Gas Adjustment filing does not differentiate between
the costs of DOMAC and Bay State LNG.
LNG is provided.

4. Best efforts basis.

Source:

Forscast, Table G-24,
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over the last two years and are expected to be totally removed in 1987.
See Section D, infra. Fall River has viewed the F-4 purchase not only
as being more economic than SNG, but also as providing superior
economice and reliability when compared to other SNG replacement options
such as additional Bay State LNG. Supplement, Section headed "G-22:
Resources and Requirements",

The Company acknowledges that it previously contracted with Bay
State for 788 MMcf of LNG beginning in 1987, essentially to replace the
SNG loss. Now that the F-4 supplies have been obtained as well, the
Company bhelieves it will be in a position to back off propane heginning
in 1987, and probably also will pursue negotiations, as possible, to
back off part of its firm LNG supplies in that year. Ig.

With regard to the sizing of the F-4 purchase, the Company states
"we probably would have gone for a little more F-4, but it was sized on
a pro-rata basis to the customers of the pipeline." Tr., 11/13/86, .
33. The Siting Council notes that the F-4 customers, including Fall
River, were recently offered some addltlonal volumes; Fall River elected
to take an additicnal 92 MMcE.

The Siting Council previcusly has supported the Company's F-4
purchases, and reaffirms that support at the slightly higher volumes,
The Company is reminded, however, that the Siting Council expects Future
supply acquisitions to be supported by cost comparisons for a range of
viable options. $See Section VI, infra.

c. Blgonguin Storage Service: §85-ITI

The Company has alse signed a precedent agreement which provides a
95 MMcf increase in annual storage service from Algonguin as of April 1,
1986, An additional 0.95 MMcf in daily storage gas deliveries also is
provided, but on a best efforts basis. To provide these services
Algonguin has contracted with Texas Eastern, which in £urn has
contracted for the underlying storage service with the Consolidated Gas
Transmission Corporation,

Thus, these additional resources increase the Company's seasonal,
peak day, and cold snap delivery capability and hence increase the
reliability of the Company's resources.

D. SNG Volume Reducticns and Expiration of the SNG-1 Contract

Given the high cost of SNG relative to other availeble rescurces,
the Company has reduced its SNG takes to 108.5 MMcf for the 1985-1986
heating season, a 65 percent reduction below the contracted volume for
the previous year. After a further reduction to 93 MMcf forecast for
the 1986-87 heating season, no SNG volumes are shown by the Company
after the 1986-87 heating season. Algonguin has filed an application
with FERC to abandon its SNG service, and plans to dismantle its SNG
plant. In Re: Algonguin SNG, 14 DOMSC , 2 (1986).
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E. LNG Volumes

Fall River's forecast includes firm LNG volumes from both Distrigas
of Massachusetts Corporation ("DOMAC") and Bay State Gas Company. DOMAC
ia a major supplier of LNG to Bay State, Distrigas Corporation
("Distrigas"), the parent company of DOMAC, has filed for bankruptey
thus creating uncertainty about the reliability of DOMAC as a source of
supply. In & recent decision, the Siting Council questioned the
reliability of LNG supplied by DOMAC, In Re Bay State Gas Company, 14,
DOMSC __ , 26 (1986). Since Fall River includes LNG volumes from Bay
State in its supply plan, and the relizbillty of supply of LNG to Bay
State from DOMAC is uncertain, the Siting Council also regards the
reliability of Bay State LNG supply as uncertain.

The Supplement indicates that Fall River expects to negotiate
reductiong in its contracted LNG Volumes from Bay State for 1987-88.
See Section V-A, infra. Even with such reductions, howeveyr, Fall River
would rely on LNG from both DOMAC and Bay State to meet up to 866 MMcf
of its design vear needs by the end of the forecast period.

Fzll River provided, for the fixst time, an LNG contingency plan
with the current filing, However, the contimgency plan does not
recognize the uncertainty of Bay State ILNG Volumes. Accordingly, the
siting Council ORDERS Fzall River to include in its next filing an update
on its contingency plan for LNG. The discussion shall incliude: the
statugs of the Distrigas and DOMAC federal government applications; the
impact of Crder No. 380 on DOMAC's ability to supply Bay State with LNG
and the resultant capability of Bay State to supply Fall River with LNG;
the status of any negotiations with Bay State, and as appropriate with
DOMAC, relating to reductions in Fall River's firm LNG suppliers; and
identification of other potential suppliers of LNG, and possible terms
of delivery.

F. Conservation Programs

The 8iting Council expecte companies to evaluate conservation
programs as a supply source on the same basis as other supply sources.
The Siting Council considers such programs to offer a potential
contribution to ensuring necescary gas supplies at the lowest possible
cost with a minimum impact on the environment. Mass. Gen. Laws Ann. ch.
le4, sec. 69H.

The Company states that it elected to project both base and heating
use factors for the residential class on & levelized basis {See Section
III - D, supra) because "it doesn't geem to have done much good to...,
in the past, project conservation.™ Tr., 11/13/85, p. 104. The Company
has not conducted any studies to identify trends in implementation of
residential conservation. Id. With respect to the commercial and
industrial class, the Company repotrts that it has no specific
information on implementatlon of conservation by customers, and that
regular customer contact by Company service perscnnel generally could
have been expected to discover such implementation. 1Id., p. 104-106.

The Siting Council believesg that, at a time when Fall River has
supply alternatives and must plan for new contracts, conservation should
receilve concurrent attention. The Siting Council notes that there may
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be Company-sponsorad conservation programs which, in conjunction with
other supply resources, could reduce total supply costs below what it
costs to supply customers without such conservation. Conservation
programs, like other supply opbtions, may require gsome lead time for
effective implementation. BAccordingly, the Siting Council expects Fall
River to begin addressing such programs and their potential impacts and
cost-effectiveness on system supplies, as a regular part of its forecast
filings. BAs a CONDITION for approval of its current Forecast, Fall
River shall provide in its next filing a description of how it has been
evaluating the impact that consexvation could have on its system
supplies. This description shall consider the residential, commercial,
and industrial sectors separately.

V. COMPARTSON OF RESQURCES AND REQUIREMENTS

Since the previous Siting Council review, Fall River's development
of new supplies, in particular the F-4 pipeline service, haes been
realized largely according to plan. At the same time, Fall Riwver's
current sendout forecast shows some upward revisions since the previous
filing, In the later years of the forecast period, ths upward revisions
in forecast sendout absorb about half of the increase in supply that is
being provided through the interim and full F-4 service for the heating
season, and close to a gquarter of that that is being provided for the
non~heating season.

The previous Decision containaed detailed descriptions of Fall
River’s balancing of sendout and supplies, bhoth thh and without the F-4
sexrvice. F-4 service appears to be assured now, and other aspects of
the supply plan are largely unchanged. The plamning contingencies that
do affect Fall River's forecast -- for example, the status of the
proposed SS-I1I storage service and uncertainty about future LNG takes
under the DOMAC contract -—- do not appear to be critical for enabling
the Company to meet its firm requirements over the forecast pericd.

&, Normal Year

Table 4 displays Fall River's recquirements and resources during a
normal year with the currently effective supply contracts, and the
proposed S5-ILI storage service,

For the non-heating season, the introduction of P-4 service allows
Fall River to reduce its reliance on interruptible pipeline supplies
from about 900 MMcf in 1985-86 to 700 MMcf in 1986-87 (Interim Pw-4
service) tc 300 MMcf in 1987-88 (Full F-4 service).

For the heating season, nearly 200 MMcf of gpot and optional
supplementals are needed, in conjunction with Interim F-4 service, in
1985-86. Howaver, with the introduction of Full F-4 gervice and a

1000nstruction delays could limit the planned increase in P-4

volumes in 1986-87. See Tootnote 9.
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REDUTREMENTS

Hormal firm sendoat

Interruptibles

fuel reigburseaent

Storage refill:
Urdergraund
Propane
Liguefaction
LNE

TOTAL

KESOURCES

A6T F-1
F~
H5-1
o ENe-t .
AGT Interruptible
BET Storage Return

LHE from siorage

DBHAC LME

Bay State LN

fiptional Bay St. LNG

Spot LHG

Fropane from storage

Fira propane '
purchases

{ptionsl Propane

Spat propane

TOTAL
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Table 4

FALL RIVER BRS

COMPARISON OF REGOQURCES AND REQUIRENENTS

Hon Heating Healing
1985-84 1935-85

1,989 3,825

842

té
127

n
130

3,478 3,872

1L,e 2,030
252
0 337

: 199

894

145

120

210 225
263

a7

45

37

128

!

63

3,018 3,872

Dispatch aszumes 1)
2]

il
4

)]

6]
7

NORMAL YEAR
(MKt |

Hon Heating Heating Hon Heating Healing Non Heating Heating Nom Heating Heating

1986-87  1986-§7 1%07-89  1987-88 1988-8%  170E-@% 19E9-90  19E%-%(
2,028 3,887 I,067 3,945 2,464 4,000 3,036 4,04
g42 842 842 842
i3 13 13 13
241 204 206 204
1 ) H k)
120 120 120 129
52 3,53 L, 3F L9 3,270 4,080 1,304 4,09
I,M0 1,94 1,980 2,040 f,900 2,040 [0 2,040
358 547 843 967 BO% 3&7 B3 357
0 337 [ 357 0 157 10 157
o
493 252 287 321
0k 204 05 208
130 126 2% {20
210 25 110 235 219 2 210 225
263 318 RTA T 119
6
) 37 37 3
123 123 123 : 123
0 9 ¢ i
3,231 3,%% 3,233 3,99 3,272 4,050 5304

4,0%

LHG and underground storage zre filled to capacify in nen-heating season,
Fall River atteapts ts take full volumes uader fire contracts. Thereafter, Fakl

River will send ot sepplementals as required shile atteapting to miniaize costs.

Propane volumes in storage will be used during the heating season and will be
replaced as used.

dfter the 1984-87 Heating Season Fall River will be abie

to reduce its Firs Bay State LNG quantities to balance load.

Fall River is required to regove 7%% of its storage gas im any

contract vear. Therefore, storage return resources must be at tesst 75%

of the Cospany’s storage capacity. Additiona! resources are dispatched on a
cost basis.

F-4 volumes are 100% take-ar-pay.

Fall River's WS-1 eontract is extended at least two vears under currest teras.
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pPlanned increase in pipeline storage return in 1986-87, not only can the
non-firm supplementals be dropped, but nearly 100 MMcf of F-1 service
will be refused as well. For 1987-88, Fall River has contracted for a
525 MMef increase in its firm LNG supply from Ray State, resulting in a
normal yvear oversupply of firm resources approaching 500 MMcf. Rather
than continuing or increasing normal year refusals of F-1 supplies, the
Company expects to negotiate LNG reductions for 1987-88 substantially
reversing the contracted increase from Bay State,

The Siting Council is reqguiring that the Company report fully on
the status of any negotiations relating to ING reductions and provide an
update on its ING contingency plan in its next filing. See Section
IV-E, supra.

B. Design Year

Table 5 displays Fall River's requirements and resources during a
design year with the currently effective supply contracts, and the
proposed SS5-III storage service.

For the non-hzating season, Pall River's design firm sendout is
about 125 MMcf higher than its normal firm sendout. In addition, the
Company assumes receipt of little or no interruptible pipeline supplies
under design conditions for the last four years of the forecast period.
In 1986=-87, resources and requirements ars essentially balanced without
any volumes being available for sales to interruptible customers. (In a
normal vear, interruptible sales are 842 MMcf.) However, the
intreduction of Full F-4 sgervice in 1987-88 makes possible over 450 MMci
of design year interruptible sales, gradually declining as design firm
sendout rises over the remainder of the forecast period.

For the heating season, Fall River's design firm sendout is about
200 MMcf higher than its normal firm sendout. In 1985-86, this
difference is made up by taking supplementals, while in 1986-87 the
difference is made up partly by taking supplementals and partly by not
refusing nearly 100 MMcf of F-1 pipeline supplies, See Section V-3,
supra. In the latter three years of the forecast period, the difference
is made up by increased takes of ING. However, these planned LNG
volumes still represent partial deliveries of contracted firm supplies
from Bay State and DOMAC, and thus must be viewed as subject to
negotiation. See Section V=-A, supra. The surplus of the Company's
currently contracted firm rescurces above its regquirements for a design
heating season is about 260 MMcf in 1587-88, decreasing to just under
150 MMcf in 1889-90.

The Siting Counclil is reguiring that the Company report fully on
the status of any negotiations relating to ILNG reductions and provide an
update on its LNG contingency plan in its next filing. See Section

IV-E, supra.
C. Peak Day

Fall River must have sufficient daily pipeline supplies,
supplemental storage and sendout facilities to meet the requirements of
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Table 5

FALL RIVER BAS
COMPARISON OF RESOURCES AMD REQUIREMENTS
DEZIGN YEAR
M)

B 7 |

‘Kon Heating Heating Mon Heating Heating Hoa Healing Heating Hon Heating Heatiag Non Kealing Hesting

O | T

REBUTREKENTS [985-84 [985-B4 1986-87  1786-87 1987-88  {997-88 1988-89%  1998-89 1989-90 i9ge-%¢
Besign firs sendout 2,109 4,022 2,150 4,00 2,190 4,156 2,22 4,217 2,288 4,248
Interruptibles i 0 447 428 394

Fuel reimbursemeat 10 13 i3 13 13

Storage refill:

Lnder ground ¥4 27 205 206 206

Propane 37 37 7 37 7
Liguafsction

LHg 129 129 £30 12¢ 120

TATAL 7,356 4,089 2,¥3 4,14 2,003 4,204 2,985 4,247 2,983 4,318

RESOURCES .

ABT F-l 1,900 2,840 £,500 2,040 1,900 7,080 1,900 2,040 L0 2,040
F-4 2352 338 547 B03 547 8O3 357 203 E1Y)
Bs-1 70 357 70 351 7 357 70 337 79 357
SNG-1 10¢ 93

ABT Interruptible 178 7 8 0 0

ABT Storape Return 0 180 206 294 204 204

L¥E fros storage 120 {20 125 120 120

DOMAC LKB 210 223 210 225 20 223 218 223 210 225

Bay State LNG 263 243 529 370 a4t

Optional Hay 5. LHE 87 i}

Spot LNG 153

Propane from storage 37 i k¥ 31 Ry

Firn propane 123 125 123 129 123

prchases

Dptional Propane 1% 1%

Spot propane 100 B9 0 9 b

T0TaL 2,336 4,087 2,349 4,14t 2,983 4,204 2,983 4,247 2,983 4,318

Bicpatch assumes 1} LNE and undergraund storage are filled to capacity in the non-heating season.
2} Fall River atteapts fo take full volumes under fire contracts. Thereafter, Fall
River will sond out supplementals as required while attempting ta minimize costs.
3) Propane voluses in storage will be used during the heating seasen and will be
repiaced as used.
4} After the 1986-87 Hesting Season Fall River will be able
to reduce its fire Bay State LME quantifies to balance load.
51 Fall River is required to resove 757 of its storage gas in
any cantract year. Therefore, storage return rescurces myst be at least
794 of the Company’s storage capacity. Additional resources are dispatched
on & cost basis.
&) ABT F-4 volumes are 100% take-or-pay.
7} Fall River’s W8-1 centract is estsnded for at least two years under turrent terss.
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its firm customers on a peak day. Table 6 illustrates the Company's
projected peak day sendout capability and requirements for each year of
the forecast.

Fall River's resources exceed requirements by about 10-15 percent
over the forecast period, Even if the Full F-4 MDQ is delayed, the
Company would have sufficient xesources to meet peak day reguirements.
Therefore, the Council finds that Pall River's peak day resources and
sendout facilities are sufficient to meet firm peak day requirements.

Table €

Pall River Gas Company
Peak Day Resources and Requirements

RESOURCES 1985-86 1986-87 1287-88 1588-a9 1989-90
Algonquin
F-1 14.6 14.6 14.6 14.6 14.6
F-4 1.7 3.8 3.8 3.B 3.8
ws-1 7.1 7.1 7.1 7.1 7.1
SNG-1
STR-1 1.8 1.8 1.8 1.8 1.8
Supplementals
LNG 20.0 20.0 20.0 20.0 20,0
Propane 12,0 12.0 12.0 12.0 12.0
TOTAL
RESOURCES 57.2 59.3 £9.3 58.3 59.3
REQUIREMENTS 51.1 52.0 52.7 53.5 54.1

1. SNG-1 MDQs vary from week to week. See Table 3, gupra
: 2. The daily storage demand is 2.0 MMcf, The difference between the
! daily storage quantity and the firm deliverable portion represents
fuel charges.

Source: Forecast, Table G-23

P A
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C. Cold Snap

In its previous decisiom, the Siting Council found that Fall Riwver
had clearly adequate resources to meet the requirements of a cold snap,
based on the Company's standard of a series of peak days. The Siting
Council went on to note that the Company's standard was indeed overly
stringent, and ordered the Company to develop and present a more
realistic¢ ¢old snap gtandard in its next filing.

In response to the Siting Council's condition, Fall River has
adopted a c¢old snap standard based on a 20-day record period in 1980-81.
The average daily requirement under the new cold snap standard is
approximately 83 percent of that under the Companys' former standard,
based on peak day. The Siting Council commends the Company's new cold
anap standard.

Approximately two=-thirds of Fall River's average daily requirement
during a cold snap is met by pipeline. The cold snap analysis then
assumes operation of one LNG vaporizer {the Company has two}, which can
produce another one-guarter of the Company's average daily regquirement,
Under that rate of use, the Company's LNG storage capability is 15 days
with no refilling, 29 days with the Company's two trailers hauling
product from DOMAC, or 43 days with one trailer hauling from DCMAC and
one from Bay State in Easton {or both from Bay State). The balance of
Fall River's cold snap requirement, ranging from 2.6 MMcf per day in
1986-87 to 6.4 MMcf per day in 1989-90, can be met by propane. The
Company has a 37 MMcf storage capability for propane and owns three LPG
transport tankers, which together c¢an deliver 9 MMcf during a normal
shift.

The Siting Council finds that the Company continues £6 have
adequate regsources to meet a cold snap, extending out over the five-year
forecast period.

VI, IMPACT OF ORDER IN DOCKET NO. B5-64

The Siting Council's Order in Docket No. 85-64, along with new
Administrative Bulletin B86-1 implementing that order, institute some
changes in the filing requirements to be met by Massachusetts gas
companies in future filings, beginning in 1986. Those changes which are
most likely to affect the preparation of Fall River's next forecast
filing are briefly outlined below.

A, Forecagt Accuracy

The Siting Council is institnting a regquirement that each gas
company report on the accuracy of its past forecasts, vis a vis actual

11‘I‘he difference reflects the loss of 2.0 MMcf of SNG, as well as a

1.8 MMef inerease in the daily requirement reflecting sendout growth,
between 1986-287 and 1989-90,
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normalized sendout for the same vears. The historical data should be
provided in future filings using new Table FA {toc be found in
Administrative Bulletin 8&-1).

B. Normalization Method

The order in Docket No. 85-64 requires gas companies to describe in
detall and Jjustify their approach tc rormalization of weather. Fall
River already presents the actwal calculations performed in its
normalization. Fall River should include in its next filing a detailed
description and discussion of its normalization technigue, including its
reasons for using this methed.

C. Design Year and Peak Day Selection

Administrative Bulletin 86-1 requires the gas companies to provide
a rationale for their selection of design eriteria. At present, Fall
River merely reports in Table DD the methods used to derive design year
and peak day standards. In future filings, an explanation of how and
why the Company selected the design criteria that it uses must be
provided.

D. New Split Year

On the recommendation of many gas companies, the Siting Council has
determined that the split year used for Siting Council reporting
purposes should begin in November along with the heating season rather
than in April. This change will affect all gas companies, requiring
them to recalculate the sendout for each historical base year in the
forecast on a one-~time basis, as well as to adjust the seasonal degree
day content of the years forming the basis of thelr normal and
design-year criteria. The Siting Council recognizes that this will
cause some incenvenience in the preparation of the 1986 forecast, but
expects that over the long run the new split wyear will improve the
accuracy and reliability of gas company forecasts.

E. Analysis of Cold-Snap Preparedness

The order in Docket No. 85-64 reguires that in their next filing,
all large-and mediun-sized companies (Fall River is medium-sized) must
submit either an analysis of their cold-snap preparedness or an
explanation of why such an analysis is unnecessary to demonstrate that
they will be able to meet their firm sendout obligations through a
protracted pericd of design or near-design weather. These explanations
should discuss a company's supply mix, inventory turnover practices,
lead time for attaining supplemental supplies, and historical experience
of equipment malfunctions, as well as the company's experience in actual
historical cold periods. Should Fall River be able to demonstrate
satisfactorily through this explanation that its inventories and other
supply capabilities are such that cold snaps do not pose a threat to its
ability to meet firm sendout obligations, it may be excused from
preparing such cold-snap analyveses in the future, unless the Company's
supply mixes, invehtory turhover practices, eguipment performance, or
lead times for acguiring supplies change,

- 25 -



wed|

-123-

F. Cost Studies

Also in Docket No, 85-64, the 8iting Council found it appropriate
to begin to focus on that portion of the Siting Council's mandate that
reguires it to ensure for an energy supply for the Commonwealth "at the
lowest possible cost." Mass. Gen. Laws ¢. 164, sec, 69H. While the
Siting Council recognizes there may be a trade-off between cost and
reliability, the Siting Council seeks to examine the relative cost of
the various supply configurations a company could use to meet its needs,
since supplies of similar relisbility way have different costs.

In this context, the Siting Council finds that in every forecast
filing that indicates the addition of a long~term firm gas supply
contract is proposed within the forecast period, companies are to
perform an internal study comparing the costs of a reasonable range of
practical supply alternatives. This requirement is intended to cover
instance when the following tvpes of contractual arrangements are
proposed: (1) changes in, amendments to or new firm pipeline supply
contracts; (2) changes in, amendments to or new firm gas storage
contracts and for firm transportation of storage gas; (3) firm supplies
of gas from a producer under a contract covering a two-year period or
longer, along with related transportation arrangements; {4) any
arrangement for supplemental fuel for which the supply is intended for
use in a period longer than a single heating year, except for
arrangements in which the company can adjust the volumes for the
following heating season and and when the supplies are intended
primarily for system operation.

The Siting Council expects companies to prepare such analyses as
part of their routine planning efforts when considering major new supply
options. However, the Siting Councill does not prescribe a particular
methodology that companles must use in these cost studies. Also, 1if
Fall River is already performing such studies, the Siting Council does
not require the Company to conduct other ones specifically to meet this
requirement. Finally, the Siting Council does not require the
submission of such cost studies as part of each forecast or
forecast-gupplement filing; howewver, Fall River may he required to make
individual studies available to the Siting Council at its request in
cases where the Siting Council or ita Staff believes the results of such
studies are needed to develop a complete review of the Company's supply
plan.

VII., Order

The Siting Council APPROVES The Fourth Supplement to the Second
Long-Range Forecast of Fall River Gas Company's natural gas requirements
and resources subject to the following COMDITIONS which are to be met in
the next Long-Range Forecast to be filed on November 1, 1886:

1. That Fall River present in its next forecast a report on progress
to date concerning documentation of residential use factor levels, and
how such efforts fit into a long term approach to data development
supporting residential use factor projections., The report should build
on the results of the Company's appliance survey, and clarify what
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additional data development efforts are plamned, including as applicable
efforts addressing average use per appliance and factors that influence
appliance ownership and usage.

2, That Fall River commence a program to improve data and
documentation regarding the Company's sendout forecasts for the
commercial and industrial classes. The program must include a
standardized survey or such other reviewable approach as the Company may
propose to assess its customer make-up and usage patterns, and identify
related trends.

3. That Fall River shall include in its next filing an update on its
contingency plan for LNG, and report on: the status of the Distrigas and
DOMAC federal government applications; the impact of Order No. 380 on
DOMARC's ability to supply Bay State with ING and the resultant
capability of Bay State to supply Fall River with LNG; the status of any
negotiations with Bay State, and as appropriate with DOMAC, relating to
reductions in Fall River's Firm LNG supplies; and identificaticon of
other potential suppliers of LNG, and possible terms of delivery.

4, That Fall River satisfy the requirements cutlined in the Siting
Council’s Qrder on the Standards and Procedures for Reviewing Sendout
Forecasts and Supply Plans of Massachusetis, as outlined abkove in
Section VI.

5, That Fall River shall provide in its next filing a description of
how it has been evaluating the impact that conservation cculd have on
its system supplies. This description shall consider the residential,
commercial, and industrial sectors separately.

%gikeiﬁ\ikffiémQA.

Susan F. Tigrney
Hearing Officer

September 25, 1986

Approved unanimously by the Energy Facilities Siting Council on
September 25, 1986 by those members and designees present and voting;
Sarah Wald (for Paula W. Gold, Secretary of consumer Affairs}; Stephen
Roop {for James S. Hovie, Secretary of Environmental Affairs); Joellen
D'Estl (for Joseph D. Alviani, Secretary of Econcmic Affairs); Joseph
Joyce (Public Labor Member).

Chairperson

19t

Date
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The Energy Facilities Siting Council ("Siting Council™) hereby
APPROVES, subject to Conditions, the Petition of Cambridge Electric
Light, Canal Electric, and Commonwealth Electric Companies for Approval
of the 1986 Supplement to the Second Long-Range Forecast of Electric

Power Needs and Reguirements ("Forecast").

I. INTRODUCTION AND HISTORY OF THE PROCEEDINGS

. Description of the Companies

The Cawbridge Electric Light Company ("Cambridge™), the Canal
Electric Company ("Canal") and the Commonwealth Electric Company
{("Commonwealth”) are subsidiaries of the Commonwealth Energy System

("COM/Electric", “the Companies™ or "the System").

Cambridge produces, sells and distributes electricity to
approximately 40,000 retail customers in the City of Cambridge, and
sells power for resale to the Town of Belmeont. In addition, Cambridge
sells steam from its electric generating planta to an affiliated
company, COM/Enerqgy Steam Company. Cambridge had retail sales in 1985
of approximately 1,016,570 megawatt-hours ("MWH"), with a summer peak
demand (excluding Belmont) of 216 megawatts ("MW") (Forecast, Tables
E-B, E-11).

Commonwealth produces, gells, and distributes electricity to retail
customers in forty communities in Southern Massachusetts, including the
greater Plymouth and New Bedford areas, Cape Cod, and Martha's Vineyard.
Year-round population is approximately 475,000 with summer totals being
considerably higher. In 1985, Commonwealth had retail sales of
2,084,010 MWH, with a winter peak demand of 564 MW {(Forecast, Tables
E-8, E-11).

Together, Cambridge and Commonwealth had retail gales in 1985 of
3,100,580 MWH and a ceoincident summer peak load (excluding Belmont) of

751 MW. Comnonwealth's load conprised 73 percent of the System's retail
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sales and approximately 72 percent of the coincident summer peak demand
in 1285 ({(Forecast, Tablegs E~-8, E-11).

Canal generates electricity at two facilities located along the
Cape Cod Canal in Sandwich, Massachusetts. Canal Unit No. 1, rated at
568 MW, is an oil-burning base load unit; Canal Unit No. 2, rated at 584
MW, is an oil-burning ¢yeling unit. Canal sells the output of Unit Wo.
1 to five utilities, including Cambridge and Commonwealth which purchase
twenty-five percent ¢of the unit's output and generating capacity.
Ownership of Unit No. 2 is evenly divided between Canal and Montaup
Electric Company, an unaffiliated company. Canal's other major assets
are the System's entitlements in Seabrook Units 1 and 2, amounting to 81
MW or 3.5%2 percent ¢f each unit. Canal has no retail sales (Ferecast,

Table E"'B) -

Each of the System's retail companies produces its own forecast of
total energy demand and coincident peak demand, Supply information,
filed with the Siting Council by al}l three companies, is reviewed for
the COM/Electric System as a whele, consistent with the System's
treatment by the New England Power Pool., Demand and supply information
for the three companies is filed in a single document at the Siting

Council.

As in past reviews of COM/Electric's supply plan, the Siting
Council analyzes the adequacy, cost, and diversity of the Cawbridge,
Canal, and Commcnwealth supply plans on a combined basis since the
Companies operate their facilities and plan as a single System and are
treated as a single entity by the New England Power Pocl ("NEPOOL"), In
Re COM/Electric, 12 DOMSC 39, 72 (1985).

In its review af COM/Electric's previous filing, the Siting Council
approved the Companies' demand forecast without conditions and rejected
their supply plan. The Siting Council ordered the Companies to present
in their next forecast: (1} a supply plan demonstrating sufficient
capacity to meet thelr projected peak loads and reserve requivements;

(2) a senasitivity analysis ¢f the magnitude and timing of their planned
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additions and capacity needs under a reascnahle set of contingencies;
(3) a forecast of the potential of cogeneration to meet the Companies'
capacity and energy needs; and (4) a cost-benefit analysis of all of

their projected supply additions and conservation programs.

B, History of the Proceedings

On December 21, 1985, the Companies €£iled their Porecast with the
Siting Council. The Companies provided notice of the proceeding by
puklication and posting in accordance with the directions of the Hearing

foicer.l

On January 31, 1986, Harvard College ("Harvard®") filed a petition
to intervene in the proceecding. On April 2B, 1986, Harvard withdrew its

petition to interwvene,

The Siting Council staff conducted a pre-hearing conference on
April 17, 1986, In addition, on May 12, 1986, the Siting Council staff
met COM/Electric representatives for a technical gession to discuss
information requests. The Siting Council staff conducted an evidentiary
hearing on October 9, 1986, The Company presented three witnesses at
the hearing: Donald J. LeBlanc, Director of System Planhing; B. L. Hunt,
Supervisor of Facilities Planning; and Robert L. Fratto, Manager of
Demand Planning and Forecasting., The Hearing Officer entered fifty-nine
exhibits in the record, largely composed of the Companies' responses to

information and record requests,

lPursuant to an agreement between the Companies and the Siting
Council staff, COM/Electric was not required to file a standard demand
forecast as part of its 1986 Forecast. Instead, the 1986 Forecast
comprised the Companies' supply plan and selected "surmary" tables
requested by the Siting Council staff and filed by the Companies on
April 17, 1986.

-3-
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II. THE DEMAND FORECAST

The Companies' demand forecast is based on the same methodology as

presented in the Companies' previous forecast. Combined First and

Second Supplements to the Second Long-Range Forecast, EFSC Docket Bd=4.

In issuing an unconditional approval of that demand forecast, the Siting
Council noted that Cambridge was "continuing to improve itg demand
forecasting methedology,” 12 DOMSC 39, 50 (1985), and that
"Commonwealth has developed its methodology to the point where it can
ghift its focus from major development efforts to model maintenance and
refinement." 12 DOMSC 39, 71 (1985).

Table 1 provides a summary of the COM/Electriec base case demand
forecast used by the Companies in their supply planning analyses.2
COM/Electric forecasts ah average annual compound growth in Cambridge's
and Commonwealth's coincident summer and winter peaks of 2.1 and 1.9
percent, respectively, over the 1986-1995 forecast period. Over the
game period, the System forecasts that its "capability responsibility,”
the sum of forecasted peak loads and the reserve capacity required by
NEPCOL, will grow at a 2.3 percent compounded rate per year.3 The
Companies forecaszt that their total energy requirements will grow at a
1.9 percent average annual rate, resulting in a decrease in the System's

total load factor £from 64.0 percent to 63.2 percent.

Since the Siting Council unconditionally approved the Companies'

demand forecast in its last decision, but rejected its supply plan, the

2The Companies also prepare a low and hiqgh forecast based on an
aggessment of the probabilities associated with demographic and economic
variables and weather conditions (Forecast at 5). See Section IIL.C,
for a more detailed discussion of how the Companies' prepare their
forecast scenarios,

3The higher forecasted growth for the System's capability
responsibility reflects the Companies' assumption that required reserves
will grow from 21 percent of total system load in 1985 to 25 percent in
1595 (Forecast at 33),
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TABLE 1
COM/Electric Systen

Demand Forecast Summary

Average Annual

Compound
Annual Energy Growth Rate
(1000's of MWH) 1986=1995
1286 19295
Residential 1,480 1,734 1.8%
Commercial 1,836 2,191 2.0%
Industrial 532 647 2.2%
Total Energy
Requirements 4,196 4,969 1.9%
Peak Load
(MW}

Cambridge

Summer 228 261 1,5%
Winter 188 216 1.6%
Cormonwealth

Sunmeyr 539 659 2,3%
Winter 568 6921 2.2%
Total System

Summer 743 897 2.1%
Winter 749 888 1.9%
Capability

Responsibility 06 1110 2.3%

Source: Forecast, Tableg E-8 & E-11.

Note: Total System load is coincident system peak thus Cambridge and
Cormonwealth loads do not add to total system peak.

Note: Total System loads as presented in Figure 25 in the Forecast do
not correspond with Table E-~11 submitted by the Companies. The System
loads presented in Figure 25 in the Forecast and in Table 2 in this
Decigion include sales to the Belmont Municipal Light Department
("Belmont"), whereas the loads for Tabkle E-11 do not include sales to
Belmont (Tr. at 112),
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Siting Council accepts the new forecast based on the previously approved

methodology and focuses its review on COM/Electric's supply plan.
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1iI. THE SUPPLY PLAN

A, Standard of Review

In keeping with itg mandate to "provide a necessary energy supply
for the Commonwealth with a minimum impact on the environment at the
lowest possible cogt," G.L. c. 164, sec. 69H, the Siting Council
congigtently reviews three dimensions of a utility's supply plan: cost,
adequacy, and diversity. The adeguacy of supply is a utility's ability
to provide sufficient capacity to meet its peak locads and reserve
requirements throughout the forecast period. The diversity of supply
measures the relative mixture of supply sources and facility types. The
Siting Council's working principle is that a niere diverse supply misx,
like a diversified financial portfolio, offers lower risks.

COM/Electric, 12 DOMSC 39, 72 (19853}, Ultimately, the Siting Council

evaluates whether a supply plan minimizes the long-run cost of power
subject to trade-offs with adequacy, diversity, and the environmental
impacts of construction and cperation of new facilities. The Siting
Council's evaluation of the long-run cost of the supply plan generally
focuses on a company's supply planning methodology. Finally, the Siting
Council reviews utilities' demand management programs, cogeneration
projects and small power production efforts on the same basis as the
consideration of new conventional bulk power facilities when analyzing
the adequacy, diversity, and cost of a supply plan. In Re COM/Electric,
12 pOMSC 39, 72 (1985):; In Re EUA, 11 DOMSC &%, 96 {1984).

Recently, the Siting Council has started reviewing in greater
detail the supply planning processes utilized by utilities, with the
objective of assessing the extent to which these processes facilitate
the developrent and implementation of long~range supply plans that are
least-cost, adequate, and diversified. Recognizing that supply planning
ig a dynamic process undertaken within a technolegical, economic, and
regulatory environment that evolves over time, the Siting Council
requires a utility's supply plan to identify, evaluate, and choose from
a variety of supply options based on reasonable, appropriate, and

documented criteria. A company's development cf such criteria and its
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demonstration that it has consistently and systematically applied them
in analyses supporting decisions would instill confidence that a company
is evaluating new supply options in a manner that ensures an adequate
supply of least-cost, least-environmental-impact power, These processes
and criteria take on added importance when the dynamic nature of the
energy generation market and the inherent uncertainty of projections
make it difficult, if not unreascnable, for a company to identify with
exactitude all the power supply rescurces it plans to rely upon in the
latter years of its ten-year forecast, 1In Re Pitchburg Gas Electric, 13
DOMSC 85, 102, (1285},

While the Siting Council hag broadly defined adequacy as the
ability of a utility to provide sufficient capacity throughout its
forecast period, the changing character of the electricity marketplace
and the risks assccliated with projecting both demand and the
availability of power supplies requires the Siting Council to apply
different standards of review for determining adequacy in the short- and

long-xun,

In order to establish adequacy in the short-run,4 a company must
demonstyrate that it has an identified and a secure set of power supplies
to meet its peak loads and reserve reguirements under a reasonable
ranges of contingencies. In essence, the company must own or have under
contract sufficient resources to meet its capability responsibility

undetr a reagsonakle range of contingencies.

If a company cahnot establish that it has an identified and a
secure set of supplies under a reasonable range of contingencies in the
short-run, the company must then demonstrate that it operates pursuant

to a specific action plan that guides it in drawing upon alternative

4The Siting Council's definition of short run will be determined on
a company-by-company basis and will vary according to the shortest-lead-
time resources (s) a company has under its control to put into service to
meet the company's need for new capacity.
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supplies should certain preferred projects not develop within the time,
cost and reliability parameters needed by the company to meet its

capability respongsibility in a least-cost, reliable manner.

In order to establish adequacy in the long-run, a company must
demonstrate that its planning processes can identify and fully evaluate
a reasonable range of supply options on a continuing kasis and allow the
company to make appropriate decisions regarding those supply options in
sufficient time to ensure adequate power resources cover all forecast
years. The Siting Council recognizes that the later years of the
forecast may offer new, but as yet unknown, resource options which are
both relizble and cost-effective. The potential for these new resource
options should increase in an electric generating market that adapts to
a higher degree cf uncertainty, becomes more competitive and spawns
projects which have shorter lead t£imes. In formulating its standard for
adequacy in the long=-run, the Siting Councill recognizes this new energy
envircnment and affords companies the opportunity te plan for its

supplies in a creative and dynamic manner.

BE. Previous Supply Plan Reviews

The Siting Council rejected COM/Electric's previous supply plan for
failing to demeonstrate an adequate supply of power and for failing to
comply with two conditions issued in the Siting Council's carlier
decision. 12 DOMSC 39, 78 (1985).

To ensure that its adeguacy standards were met, the Siting Council
ordered COM/Electric to present in this filing a supply plan that
provides "sufficient capacity to cover proijected peak demand and reserve
requirements for all forecast vears." 12 DOMSC 33, 79 (1985). The
Companies have minimally complied with this condition in their 1986

Forecast, as discussed in Sections III.E.1 and III.E.Z.

Furthermore, the Siting Council informed the Companies that all
furture supply plans or applications t¢ construct new generation or

transmission facilities had to contain an acceptable sensitivity
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analysis. Toward this goal, the Siting Council ordered COM/Electric "to
present in its next filing a complete sensitivity analysis of the
magnitude and timing of its planned additions and capacity needs under a
reasonable set of contingencies." 12 DOMSC 39, B1 (19B%). The
Companies' 1986 Forecast hag minimally complied with this condition, as

discussed in Sections Irir.c., 1III.E.1, III.E.2, and II1.E.3,

Because the Companies had forecast capacity short-falls and had
failed to actively promote cogeneration, the Siting Council also ordered
the Cecmpanies in this filing to forecast the potential for cogeneration
tc supply the System with capacity and energy requirements for peak
reduetion due to customer self-generation. 12 DOMSC 39, 83 (1985). The
Companies" 1986 Forecast did not comply with all the recuirements of

this condition, as discussed in Section III.E.Z2.c.

To ensure that the Companies continued to develop their analytical
capabilities to perform cost/benefit analyses of their projected supply
additions, the Siting Council also ordersd the System to continue its
efforts to perform cost-benefit analyses of all projected supply
additions and congervation programs, 12 DOMSC 392, 92 (1985), The
Companies did not fully comply with this condition in their 1986

Forecast, as discussed in Section III_E.4.

C. Supply Planning Methodology

COM/Electric's current supply plan is developed through a
methodology which uses a seven-step process: (1) prepare bandwidth
energy and demand forecasts; (2} collect data (e.g., fuel price
forecast);: {3) develop a range of reasonable supply alterunatives; (4)
select a "base case" and a mix of alternatives; {5) analyze and evaluate
the various supply strategy alternativea through the use of the Lead
Management Strategy Testing Model; (6} evaluate the alternatives on the
bagis of the expected value of different fuel price and demand
scenarios; and {7) choose the alternative which offers the lowest

expected cost of all alternatives (Forecast at 3).

-10-
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The Companies used an expansion planning model to evaluate the
adequacy of COM/Electric's available capacity to meet the System's
capability responsibility and hence to forecast incremental capacity
costs. If insufficient capacity were available in any time pericd, then
the model would add capacity so that the Companies meet their capability

responsibility (Forecast at 10).

The Companies used the Ioad Management Strategy Testing Model
("LMSTM")} to calculate system production costs (i.e., energy costs and
variable operaticn and maintenance expenges of each generating
facility). LIMSTM has four different submodels -- demand, supply, rate
and financial -- "which work together to represent a utility system and
produce detailed simulations of alternative strategies™ (Forecast at
45} . The demand gcubmodel containg the System load shapes and demand
forecasts generated by the Companies' Hourly Load Value Model {Forecast
at 6). The supply submodel has a production costing simulator which
calculates "system production costs by simulating the economic
dispatching of the generating units in a company's capacity mix"
{Forecast at 45)}. The Companies use the Gilbert Associates' Fixed
Charge Program in place of LMSTM's financial and rates submodels (Tr. at
71, 75).

LMSTM is not an optimization model; the model doces not select the
rescurce which offers the lowest total net present value of system costs
{Tr. at 64), nor does it determine the vear(s} in which generating units
are added into a company's supply mix (Tr. at 65). The modeler must
specify both the type of generating unit and the year it is added.

Given that LMSTM dves not have an optimization routine for adding in
different generation alternatives, a user must rerun, or iterate, the
model manually to develop system cost estimates for different generation
alternatives and identify those that offer the lowest total system costs
(Tr. at 105).

The Companies used LMSTM in this iterative fashion. To test the

sensitivity of their generaticn expansion plan to the uncertainty

associated with supply options, the Companies used contingency analysis

-11-
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in which they evaluated the impact of a specifie contingency on the
total net pregent value of system costs. The Companies provided
evidence that they evaluated thirteen supply plan contingencies, ranging
from lower availabilities for Seabrook 1 or Canal 2, te cancellation of

the SEMASS or Hydro Quebec Phase 2 projects.

Each contingency was also subjected to a sensitivity analysis in
which the companies evaluated three fuel-price/demand growth scenarios
in order to determine the expected cost of the contingency. This
"scenario analysis" was conducted to ecapture the sensitivity of the
Companies' demand forecast and =upply planning requirements to the
uncertainty associated with key economic variables: & base case, which
was agsumed to have & probability of 0.8; a high fuel-price/low-demand
growth scenario with a probability of 0.1; and a low fuel-price/high-
demand growth scenario with a probability of 0.1. The three different
fuel-price/demand-growth scenarios were used based on forecasts and
associated probabilities developed by Data Resources, Ine. (Exhibit
HO-5) .

D. Supply Plan Results

The Companies' use of their planning approach yielded the "supply
plan" presented in the 1986 Forecast. They degseribed it as "an
optimistic scenario encompassing the full penetration of demand
management and alternative resource targets, Hydro Quebec Phase II, and
the construction of Pt. Lepreau 2" (Exhibit EO-GI-S5, emphasis in
original). Table 2 identifies the elements of this supply plan.
COM/Electric further describes this supply plan "as an expansion
scenario for the future that integrates the most economic elements of
demand management, alternative energy resources, existing facilities and

new generation, to create a balanced supply plan" (Forecast at 22).

-12=
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COM/Electric Long Range Supply Plan

TABLE 2

(M)
Hydro Pt. Black~ Pt.

Existing Quebec Lepreau stone Lepreaun Qualified Pool Gas Total
Year Facilities Seabrook Phase 2 Unit 1 SEMASS Station Phase 2 Facilities Purchases Turbines Capagity
1985 835 25 10 10 880
1986 835 25 10 44 214
1987 838 41 25 40 20 g 961
1988 835 41 25 40 -22 20 22 961
19892 835 41 25 40 =22 30 32 980
1920 835 41 58 25 40 -22 30 1007
1991 835 41 58 25 40 =22 40 1017
1992 835 41 58 40 -22 50 40 1042
1993 835 41 58 40 =22 50 50 1052
1994 835 41 58 40 ~22 50 50 1052
1995 835 41 58 40 -22 50 60 1062
1996 835 41 58 40 -22 50 o0 75 1137
1997 835 41 58 40 =22 50 6g¢ 75 1137
1998 835 41 58 40 -22 50 B0 75 1137
1999 835 41 58 40 -22 50 &0 75 1137
2000 835 41 58 40 =22 50 60 75 11r37
2001 835 41 40 -22 50 &0 159 1154
2002 835 41 40 -22 50 &0 159 1154
2003 835 41 40 -22 50 60 225 1229
2004 835 41 40 -22 50 60 225 1229
2005 835 41 40 ~-22 50 60 225 1229
2006 835 41 40 -22 50 60 225 1229
2007 835 41 40 ~22 50 G0 225 1229
2008 835 41 40 -22 50 60 308 1304
2009 835 41 40 =22 50 60 300 1304

=13~
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TABLE 2

(continued)

Total Demand Reserve Total Reserve
Year Capacity Demand Mngt. Requirements Demand (+/~) Margin
1985 880 725 0 21% 880 0 21.0%
1986 914 762 7 21% 914 v} 21.0%
1987 961 787 11 21% 939 22 23.8%
1988 561 810 16 21% 961 ] 21.0%
19289 980 831 21 21% 980 8] 21.0%
1990 1007 848 28 22% 1000 () 22.7%
1991 1017 862 36 23% 1016 1 23.1%
1992 1042 877 45 24% 1032 10 25.2%
1993 1052 8582 57 25% 1044 8 25,.9%
1994 1052 205 71 25% 1043 9 26.1%
1995 1062 917 75 25% 1052 9 26.1%
1996 1137 930 80 25% 1063 74 33.7%
1997 1137 24% 82 25% 1074 63 32.3%
1998 1137 952 85 25% 1084 53 31.1%
1999 1137 964 a7 25% 1096 40 29,.0%
2000 1137 979 29 25% 1113 24 27.7%
2001 1154 994 23 25% 1126 27 28.0%
2002 1154 1009 97 25% 1140 14 26.5%
2003 1229 1024 100 25% 1155 74 33.0%
2004 122% 1032 103 25% 1170 59 31.3%
2005 1229 1055 107 25% 1185 44 29.6%
2006 1229 1071 110 28% 1201 27 27,.3%
2007 1229 1087 113 25% 1218 11 26.1%
2008 1304 1103 116 25% 1234 70 32.1%
2009 1304 1120 119 25% 1251 52 3C.2%

Total Demand = (Peak Demand - Demand Management) * (1 + Reserve Requirement)

Reserve Margin = Total Capacity/{Peak Demand - Demand Management)

Source:

Forecast, Figure 25.
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In addition to existing resources, this supply plan includes: 41 MW
from Seabrocok 1 assumed to be available January 1, 1987;5 58 MW from
the Hydro-Quebec Phase 2 Firm Energy Contract from 1990 thrcugh 2000; 40
MW from the SEFMASS refuse~recovery plant assumed to be available in
1287; 50 MW from Pt. Lepreau (Units 1 or 2) in 1992, to coincide with
the loss of the contract for 25 MW of Pt. Lepreau Unit 1; an additional
60 MW from yet to be identified Qualifying Facilities ("QFs"), assumed
to be available by 1995; capacity purchases from other NEPOOT
participants in 1986, 1988, and 1989; 75 MW from demand management by
1995; and 225 MW from the installation of gas turbines in years that
fall outgide of the Siting Council's ten-year forecast horizon. The
Companies' supply plan shows no deficiencies throughout the forecast

period (Forecast at 33).

In addition to identifying the szpecific components of their
preferred supply strategy, the Companies indicate than an esgential
feature of their plan is its inclusion of the results of their
contingency/scenario analyses and alternate supply plans on the System's

projection of total incremental capital and production costs.6

The results of these contingency/scenario analyses are summarized
in Table 3. Each line in the table indicates the key assumptions and
results of a single run of the LMSTM model. In the table, the first
column identifies the cohtingency or scenario analyzed. For example,

the feurth scenario -- the first scenario aftexr the wvarious base case

5In the Forecast the Companies assumed a starting date of January

1, 1987, as opposed to the official commercial operation date of Octobex
31, 1986, because of programming restrictions in the Companies' supply
planning model, LMSTM, which require that "new generation come on line
at the beginning of the calendar year" (Exhibit HO-CSS-da}.

6In the Porecast the Companies state that "COM/Electric is
comaitted to meeting the challenges of the future by developing long
range plans which will be flexible enough to meet a range of future
possibilities. The ultimate goal is to choose a portfolio of
diversified options that will meet our customer's future needs reliahly
and at the lowest reasonable cost" (Forecast at 1).

-15—-
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COM/Electric System
Summary of Sensitivity Scenarios

Capacity Met By:

Difference in
Expected Cost
Relative to
Base Case (Gas
Turbine Blan

(1000's of 1985 §)

ser Ll

Base Case * Gas Turbine 30
Base Case Combined Cycle £131,435
Base Case Coal Unit $363,909
Demand Management with Load Shifting Gas Turbine ($51,843)
Demand Management with Conservation Gas Turbine ($188,880)
Demand Management with Peak Clipping Gas Turbine {5156, 385)
Demand Management with Valley Filling Gag Turbine §19,954
Demand Management with Load Shifting Combined Cyele $12,200
Demand Management with Ceonservation Combined Cycle ($119,176)
Demand Management with Peak Clipping Combined Cycle {588,075}
Demand Management with Valley ¥illing Combined Cycle £133,430
SEMASS Cancelled Gas Turbine 100,524
SEMASE Cancelled Combined Cycle 5252,449
Canal Unit 1 Life Extension Gas Turbine $73,327
Canal Unit 1 Life Extension Combined Cycle $226,529
Canal Unit 1 Life Extemsion Coal Unit 5568, 540
Canal Unit 2 10% Increase in FOR Gas Turbine $25,745
Canal Unit 2 10% Increase in FOR Combined Cycle $150,662
Canal Unit 2 10% Increase in FOR Coal Unit $383,656
Canal Unit 2 20% Inhcrease in FOR Gas Turbine 57,282
Canal Unit 2 20% Increase in FOR Combined Cycle $17&,403
Canal Unit 2 20% Increase in FOR Coal Unit $486,707
Cannon Street Life Extension Gas Turbine $28,878
Cannen Street Life Extension Combined Cycle $186,419
Hydro Quebec Phase 2 Cancelled Gas Turbine 311,105
Hydro Quebec Phase 2 Cancelled Combined Cycle $155,680
Pt. Lepreau ~ 50 MW Capacity Purchase Gas Turbine ($99,111}
Pt. Lepreau - 530 MW Capacity Purchase Combined Cycle $17,497
Seabrock 1 - Decrease in Capacity Factor  Gas Turbine $10,397
Seabrogk 1 - Decrease in Capacity Factor  Combined Cycle £141,004
Fuel Availability - No Interruptible Gas Gas Turbine $52,337
Fuel Availability - No Interruptible Gas  Combined Cycle $189,588

Sources: Ferecast at 14-31.

* PBase Case assumes that: Seabrook 1 will come on~line January 1987; Hydro-
Quebec Phase 1 will be available starting in 1987; 40 MW from SEMASS will be
available starting in 1987, Blackstone Station will be retired in 1988; the
target of 130 MW from alternate energy resources will be reached by 1995 and
gas turbine capacity will be available from NEPCOL participants during the
1980's; and the NEPOOL Reserve margin will increase to 25 percent by 1993,
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scenarios ~- agsumes the Companies would add demand management programs
that would produce a shifting of load relative to the base-case demand
forecast. 1In the twelfth scenaric, the Companies' base case forecast
and supply plan would be altered only by the exclusion of the SEMASS
project. The second column in Table 3 identifies the generation
technoclogy which was assumed in each analysis to mest increases in the
Companies' capability responsibility in future years, The third celumn
identifies the difference in the net present value of total system costs
relative to the the base case supply plan with gas turbkines. All
gcenarios include the base-case assumptions changed only by the actual
contingency or scenaric evaluated (e.g., the Pt. Lepreau 50 MW capacity
purchase scenario evaluates the value to COM/Electric of a 50 MW

capacity purchase from Pt. Leprean under base case assumptions).

According to the Companies, the projections presented in the third
column indicate "the maximum amount which can be spent on a particular
program before it becomes uneconomic relative to the alternative of
installing new generation" (Forecast at 2). The Companies provided no
information on the cost of these programs so that the costs and benefits
(as reflected by the change in incremental production and capital costs)

could be directly compared. See Section III.E.4.

According to the analysis performed by the Companies, gas turbines
offered the lowest total system cost for every contingency evaluated and
under each fuel price scenario (Exhibit HCO-GI-3a). (Porecast at 32).
This supply plan shows the addition of new gas turbines in 1996, 2001,
2003, and 200B, in corder for COM/Electric to meet its capability
responsiblility requirements. See Table 2.

COM/Electric attributes the favorable eccnomics of gas turbines
relative to combined=-cycle and base-load coal plants to a number of
factors. The Companies assert that their projected generating mix
provides sufficient base and intermediate load resources such that the
Companies need additional capacity, not additional energy {Exhikbit HO-
GI-3a}. The Companies state that gas turbines, as compared to base-load

generating plants, are a relatively inexpensive means of installing
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capacity; have relatiwvely short construction lead times; can be
installed when needed; are available in relatively small sizes (e.g., 75
MW) and make it easier for the System to absorb the increased capacity:
theraby lessen the risk of surplus capacity; and thus reduce financing
cozts by requiring less short- and long-term borrowing (Exhibit HO=-
GI-3a}. COM/Electric asserts that gas turbines also offer the System a
large degqree of flexibility, since, should the Companies need additional
energy after the gas turbines have been installed, a2 heat-recovery
boiler and steam turbine could be retrofitted to the gas turbine making

it a combined-cycle unit (Forecast at 32).

Still, the Companies note that the siting of gas turbines would
require an exemption from the federal Fuel Use Act of 1978, which
prohibits the construction of new oil- and gas-fired power plants., The
Companies believe that they can secure exemptions since the act provides
a ten-year exemption for plants capable of converting to synthetic
fuels, e.g., coal gasification7 (Exhibit HO=CSS~-8b).

E. Analysis of the Supply Plan

1. Adecuacy of Supply in the Short-Run

In accordance with the Siting Council's previcusly articulated
standard of review, Section III.A., supra., COM/Electric's supply plan
is evaluated in tewms of its ability to meet energy requirements in both

the short-run and long-run.

A company's short-run forecast period is defined as the time
required to implement the first resource under a company’'s direct

control to meet the projected need for new capacity. The short-run

7The exemption provigion provides that: "[c)lontracts hased on the
anticipated successful demonstration of a develcpment program ahd/or the
anticipated economic feasibility of a synthetic-fuels facility will
genexally be sufficient to meet the binding contract requirements of
this exemption” (Exhibit HO-CSS-8b).

-18-
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forecast period varies for different companies and different supply
scenarios. BSee Section III.A. For purposes of this analysis, the
Siting Council estimates COM/Electric's short=run forecast pariod to be
one to five years. The Siting Council has chosen a one-to-five year
pericd because gas turbines, the Companies' preferred option for
obtaining additional capacity, require up to five years to place in

service (Exhibits HO=-CSS5-15; HO--19].8

The Companies have set forth eight supply sources -- (1) Seabrook

1: (2) SEMASS:; (3) NEPOOL capacity purchases; (4) Hydro Quebec Phase 2;

(5) Pt. Lepreau; (6) new gas turbines; (7} small power production; and
(8} demand management -=- as the new elements of its supply plan to meet
forecasted demand. In order to determine whether the Companies have
adequate supply in the short-run, the Siting Council examines the
Companies' reliance upon Seabrook 1, the SEMASS project, and NEPOCL

capacity purchases.
a. Seabrook 1

CoM/BElectric is a joint parxticipant in the Seabrook nuclear
project. Seabrock Unit 1 was scheduled to begin loading fuel on June
30, 1986 and to begin commercial operation on QOctober 31, 1986, &as of
the date of the hearing, the fuel had not yet been loaded. When the
Companies filed their Forecast in Deéember 1985, they assumed that
Seabrook 1 would be on-line on January 1, 1987 (Exhibit HO-CS§-4a). The
Companies now asgsume that for budget and planning purposes Seabrook 1
will not be available until November 1, 1987 {Tr. at 33).

8In other cases, including other reviews of COM/Electric's filings,
the Siting Council might use other time periods where the evidence

; indicates that lead times assoclated with other resource opticns -- such
j as power purchases from Qualifying Facilities, demand management, or
baseload unite -- should detexmine the threshold between the short-run

WLl

and long-run planning horlzons.
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The Siting Council finds that the changing assumptions with regard
to in-service dates for Seabrook 1 reflect the continuing uncertainty
associated with the timing of that project. The Siting Couneil,
therefore, finds that the delay or loss of Seabrook 1 is a reasonable

contingency which the Companies have failed to evaluate in their supply

‘planning analyses.

In response to questioning of the Siting Council staff, the
Companies indicated that if Seabroock 1 were delayed they would pursue
demand-side programs and contracts with small power producers to help
meet their resultant capacity needs and that the remaining capacity
requirements would be met through the purchases of replacement capacity
from other NEPOQL participants (Tr. at 38-39).

The Companies failed to estabklish that they will be able to rely on
these strategies in the short-run -- in particular the summer of 1987 --
in a sufficient amount to aveid capability responsibility deficiencies
during those periods. At the hearing, the Companies indicated that they
currently lack sufficient data to develop an accelerated implementation
schedule for demand management programs of sufficient magnitude to meet
the Companies' near-term capacity deficiency should Seabrock 1 not be
availabhle during the summer of 1987 (Tr. at 107). Furthermore, based on
the fifteen-month lead time required for the CPC Lowell Cogeneration
Corporation (Exhibit HO-SPP-19), additional contracts with cogenerators
or small power producers are not likely to be a viable source for
meeting the Companies' capacity deficiency in the summer of 1987. Thus,
the Companies would have to reiy on capacity purchases from other NEPOOL
participants to cover their capacity deficiencieg should Seabrock 1 be

delayed through the summer cf 1987, as the Companies now assume.

The Siting Council notes, however, that for the summer of 1987, if
Seabrook 1 is not available, an analysis of NEPODL projections for
capacity, lcoad, and reserve requirements for tThe NEFOOL member utilities
indicates that there would be a net surplus in NEPQOL of only 110 MW
(Tr. at 59). Relative to a projected load and reserve requirement of

22,227 MW for the summer of 1986, this 110 MW net excess for the pool

20



=

=147~

reflects a relatively tight pool-wide power market that could occur if

Seabrook 1 were unavailable in the summer of 1987,

In this case, the record indicates that, in Janvary 1986, Northeast
Utilities {"NU") offered up to 156 MW of summer-rated capacity to
NEPOOL partlcipants (Exhibit HO-3). However, COM/Electric has failed to
establish that it has taken steps to firm up options for NU's capacity
or any other capacity offers for the summer of 1987, While the
Companies indicate that they are negotiating with NU and other companies
that have solicited bids for capacity purchases (Tr, at 17), the 8iting
Council reguires more concrete evidence that utilities will actually be
able to contract for excess capacity to meet short-run energy
regquirements. Accordingly, the Siting Council finds that the Companies
have failed to establish that they have an identified and a secure set
of power supplies to meet energy requirements in the short-run in the
event that Seabrook 1 is lost or dglayed.g

The Siting Council has previously articulated its standard for
determining adequacy of supply in the short-run. See Section III.A. In
that the Companies have falled to establish their ability to meet
reasonable contingenciegs in the short=-run, COM/Electric must instead
demonstrate that it operates pursuant to a specific action plan designed

to draw on alternative supplies to meet reasonable contingencies.

However, we recogunize that our standard of review for supply
planning in the short-run has been set forth for the first time in this
case. The Siting Council also noteg that it requires a more detailed
evidentiary record regarding any action plan of the Company.

Accordingly, the Siting Council will refrain from rejeecting

9The Companies” fajlure to establish adequate supply in the
short-run is exacerbated in the event that the SEMASS project ig dalayed
past the summer of 1987, a near certain contingency, See Section
TII.E.1.b. As such, the delay or loss of both Seabrook 1 and the SEMASS
project represents a reascnable "double contingency" which has not besen
addrassed by COM/Electric.

-] -
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COM/Electric's supply plan in this matter. Instead, the Siting Council
ORDERS the Companies to produce an acceptable action plan for mecting
their capability responsibility in the event that Seabrook 1 is not
available in the short~run, particularly in the summer of 1987. The
Companies must submit this actlon plan within sixty days of the issuance
of this decision and provide sufficient documentation to establish that
the Companies can and will be able to implement this action plan to
provide an adequate supply of energy at least cost under a reasonable

range of contingencies.

b. SEMASS

CoM/Electric has signed a contract with Energy Auswers, Inc. for
the purchase of the energy and capacity, assumed to be 40 MW, from the
SEMASS refuse-to-energy facility at a price based on the Companies’
long~-run avoided costs (Forecast at 20). In their Forecast,
COM/Electric assumes that SEMASS will begin commercial operation in
January 1987 (Forecast at 33). However, site preparation at SEMASS only
began in early 1986 and the plant has a construction lead time of
30-to—-33 months {(Exhibit HC-SPP-1). Purther, at the time cof the
hearing, the Companies indicated that they expected the SEMASS project

to begin commercial operation in the first quarter of 1988 (Tr. at 9).

The cancellation of the SEMASS project is one of the contingencies
evaluated by the Companies. The net impacts on the Companies' supply
plan of such a cancellaticn were to (1) increase total system costs; {2)
increase the need for capacity purchases from other NEPOOL participants
prior to 1991; and (3) accelerate the generating unit installation
schedule after 1990 (Forecast pp. 69-74}., With the exception of the
concerns mentioned in the previous section regarding short-run capacity
needs associated with the possible loss of Seabrook 1 and SEMASS in the
summer of 1987, the Siting Council finds that a delay or loss of the
SEMASS preoject, alone, would not threaten the Companies’' adeguacy of
supply in the short-run.

C. NEPOOL Purchases

-2 -
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COM/Electric plans on meeting its NEPOOL capability responsibility
in three years of the forecast period =« 1986, 1988 and 1989 -— by
purchasing capacity from other NEPOOL members. In support of its plan
to make short=term capacity purchases, the Companies assert that "based
on the April 1, 1986, NEPOCOL CELT Report, ... there will be unit
capacity available in New England at least through 1993" (Exhibit
HO-CS8-10b} . Furthermore, COM/Electric notes that, in the short-term,
it could rely upon the NEPOOL capacity market to remedy discrepancies
between "system capability and NEPOOL Capability Respensibility due to

unforeseen circumstances” {(Exhibit HO=-CS85-10b).

In its review of COM/Electric's previous supply plan, the Siting
Council sxpressed its concern about the risks of reliance on NEPOOL
purchases., The Siting Council notes that the Companies had openly

acknowledged the risks of this strategy:

" ..While this option affords maximum flexibility, it is
obvious that not all NEPQOL participants can engage in such
behavior indefinitely since available capacity in the Pool
would soon be exhausted. Purther, this is viewed as a
limited cption since NEPOOL participants that have capacity
to sell will offer their higher cost ovil-fired generation
and retain their nuclear and coal capacity for their ownm
system vuge,." 12 DOMSC 39, 80 (1985}.

To reduce the risks associated with reliance on short-term capacity
purchasges, the Companies are "considering a firm capacity purchase for
the period through 1993, with an option for firat-right-of-refusal to
purchase additional capacity during that period® (Exhibit HO-CS8S8-10~b).
In support of their assertion that sufficient capacity currently is
available to meet the needs identified, the Companies provided
corregpondence and internal memoranda regarding short-term capacity
purchases (Exhibit HO-CS5-3). These correspondence and memoranda show
that sufficient capacity is available to meet the needs identified by
the Companies. Accordingly, the Siting Council finds that the
Companies' reliance on purchases from other NEPOOL members does not
adversely affect the adequacy of the Companies' resources. The only

excaeption related to this finding has been previocusly discussed in

reference to a contingency wherein the delay of Seabrook 1 through the

-23=
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summer of 1987 could lead to a tight market for excess capacity within
NEPOOL, in which COM/Electric might have to act quickly to insure it has
access to sufficient competitively priced capacity for 1987 cffered by

other NEPCOL participants. (See Section III.E.l.a.)

2. Adeguacy of Supply in the Long-Run

The Siting Council applies a different adequacy test for the
long—-run in that new, but as-yet unknown, resource options may arise and
offer reliable and cost-effective power to an electric company in later
yvears of its forecast. The long-run adequacy standard requires a
company to demenstrate that its supply planning processes instill
confidence that the company will identify and fully evaluate a
reasonable range of supply options on a continuing basis and will make
appropriate decisions and arrangements in sufficient time to ensure

adequate power through all forecast years.

The Siting Council has considered the following long-run supply

sources as set Forth by the Companies.

. Hydro Quebec Phase 2

COM/Electric is a participant in the Hydro Quebec Phase 2 project.
Through a 2000 MW Hydro Quebec/NEPOUL interconnection and under the
terms of the Phase 2 firm energy contract, NEPOOL will impori seven
killion kKWH per yvear from Hydro Quebec from 19920 through 2000 in order
to displace high cost generation and teo avoid capacity additions in that
pericd. COM/Electric's share of this project represents a capacity

value of 58 MW for the Companies (Forecast at 27).

The Companies evaluated the impact of the cancellation of the Phase
2 project. The net effect of this cancellation was to increase total
system costs and accelerate the installation schedule for generating
units (Forecast at 89-94). Accordingly, the Siting Council £inds that
the cancellation of Hydro Quebe¢ Phase 2 project would not threaten the

adequacy of the Companies' resources in the long-run.
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k. Demand Management Programs

The Companies have presented a schedule of annual peak reductions
from demand management (See Table 2}, but have provided little technical
support for how these planned annual peakload reductions were
determined. COM/Electric estimates that its total system demand
management potential is 75 MW by 1995. COM/Electric states that "this
analysig represents a first step in identifving load management
potential. It is anticipated that these estimates will be re-evaluated
in the near future" (Exhibit HO-DMP~1la).

Table 4 illustrates the Companies' projection of the peak load
reduction from demand management for each sector for both Commonwealth
and Cambridge projected to be available by 1995, These estimates were
developed by first identifying the end uses which made a significant
contribution to the summer peak. LMSTM was then used to estimate the
reduction attributable to residential programs. The Companies estimated
the demand management potential in the commercial class on the hasis of
information taken from a review of the electricity~conservation
literature {(Exhibit HO-DMP-2), The peak reduction for the industrial
class was limited to one strategy —— interruptible rates -- and was
egtimated on the basis of the loads of the "known potential
interruptible rate customers" (Exhibit HO-DMP-2).

The Companies, however, failed to provide any information on the
cogt-effectiveness of thege demand management capacity increments.
Therefore, the Siting Council is unable to determine whether the 75 MW
of targeted peak reduction from demand management by 1995 is feasible,

let alone conrsistent with a least-cost supply plan.

In this case, the Companies evaluated generic demand management
gtrategies (e.qg., peak clipping) rather than specific demand management
proyrams (e.qg., interruptible ratesg). The Companies stated that they
used this strategy "to test the sensitivity of the different new
generation strategies (i.e., gas turbine, combined e¢ycle, coal) to the

effects of generic load shape changes, not to evaluate the economics
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Table 4
COM/Electric System

Load Management Potential
{Summer 1995)

COMMONWEALTH

Residential
Uncontrolled Water Heaters
Water Heater Wrap
Total Residential

. I—l-l—‘-l.ldmllh— L _—— ..

Commercial
Lighting
Office Cooling
Stores Cooling
Total Commercial
Industrial

TOTATL, COMMONWEALTH
CAMBRIDGE
Industrial
Commercial

TOTAL CAMBRIDGE

TOTAL SYETEM

Source: Exhibit HO-DMP-1.
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of specific demand management technologies" (Exhibit HO-DMP-2).
Furthermore, the Companies asserted that "{plerforming a specific
technology based analysis would have added to the complexity of the
study and actually subtracted from its credibility"™ (Exhibit HO-DMP--2).

The Siting Council agrees that the approach taken by the Companies
== to evaluate generic demand-side management strategies as opposed to
specific technologies or programs -~ may be appropriate as a screening
device when analyzing the cost~effectiveness of different supply
options. However, the Companies must azlso show that their load
management projections are realistic both in texms of (1} the ability of
the end-uses in the System to "deliver” the targeted levels of "supply”
{or peak reduction} and (2} the level of load managment that is
cost=-effective relative to other resource options. To ensure that this
is the case, the Siting Council regquires information on the wviability
and cost-effectiveness of proposed demand management strategies similar

to that presented by the Companies in their previous Forecast.

Accordingly, the Siting Council ORDERS the Companies to present
information on their existing and proposed demand management programs
which will erable the Siting Council to evaluate the effectiveness of
these programs as elements of a cost-effective, reliable and feasible

supply plan.

The Siting Council FURTHER CRDERS the Companies to demcnstrate that
they have explored possible reliance on demand management strategies as
part of their contingency planning/sensitivity analyses in a way that
parallels their investigation of generation options. Spegifically, the
Companies must explore the effects of other contingencies on the

cost-effectiveness of different levels of demand management.

C. Alternative Resources/Qualified Facilities
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In its review of COM/Electric’s previous supply plan the Siting
Council found that "the System's passive approach to cogeneration is
inconsistent with its pending capacity short-falls and the need for
diversity of its fuel sources ... and appears to be inconsistent with
its aggressive and laudatory approach to development of alternate energy
projects." 12 DOMSC 39, B3 (1985), To address this deficiency the
Siting Council ordered the System to forecast its potential for
acquisition of capacity and energy from cogeneration, and its potential

for peak reduction from customer self-generation.

The Companies have pregented a schedule of capacity available from
Qualifying Facilities. The Companies should continue to submit such

information in future filings.

The Siting Council alsoc ordered COM/Electric to "survey
cogeneration potential among ite large industrial customers that have
already indicated an interest in self-generation, as well as those
smaller industrial and commercial customers that may be attractive
candidates for modular ¢ogeneration units." 12 DOMEC 32, 83 (1985).

The Companies' current filing fails to address those requirements
(Exhibit HO-SPP-17). Thercfore, the Siting Council ORDERS the Companies

to comply with this condition.

COM/Electric's 1986 Forecast shows that the Companies expect to
rely upon an additional 60 MW of QF capacity from as-yet unidentified
sources by 1995. The Companies currently have approximately 70 MW
either in operation or construction (Forecast at 20}, The SEMASS
resource recovery facility accounts for 40 MW and the Boote Mills {22.9

MW} and Swift River (4.5 MW) hydro projects account for ancther 27.4 MW,

COM/Electric believes that its avoided costs will be "higher than
neighboring utilities with highexr percentages of nuclear and coal in
their generation mix" (Exhjbit HO-SPP-7b). The Companies assert that
given their highexr avoided cost rates and willingness to contract for

projects outside of their service territory, they "should be in a good
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position to acquire a significant share of the alternative resource

market" {Exhibit HO-SPP-7hL).

The Companies have recently signed a contract with Censolidated
Power Company for the output of its 25 MW cogeneration project in
Lowell. This contract reduces the amount of capacity needed to satisfy
the Companies' goal to 35 MW by 1995 (Exhibit HO-5PP-19). The Siting
Council finds that the Companies' gcal of an additional 35 MW of QF
capacity by 1995 is realistic and hence the Companies' reliance on these
resources does not threaten the adeguacy of the Companies' long-run
supply plan. On the contrary, the Siting Council notes that
cost-effective QF contracts could be used to reduce supply planning
risks and as a means of responding te contingencies, given the
relatively short lead-time for these projects. The Siting Council
encourages the Companies to consider using QFs to reduce supply planning
risks and expects that the Companies' upcoming implementation of a
request-for-proposals process for QF contracts as ordered by the
Massachusetts Department of Public Utilities ("DPU") in Docket No.

84-276-B (1986) will support the Companies' QF contracting goals,

d.  Pt. Lepreau

Currently, COM/Electric purchases 25 MW of capacity from P+,
Lepreau Unit 1. The Companies are investigating a nuwber of possible
alternatives for securing additional capacity from the New Brunswick
Power Conmission's (“"New Brunswick Power") Pt. Lepreau station. One
such option is to extend the Companies’' contract with New Brunswick
Power for Pt. Lepreau Unit 1 beyond October 31, 1991, (Exhibit
HO-CSS-1a). Another option relates to New Brunswick Power's expressed
interest in building a second unit at the Pt. Lepreau site.
COM/Electric has had discussions with Mew Brunswick Power regarding both
of these supply options (Exhibit HO-CSS-1la). However, New Brunswick
Power has been unable to obtain commitments from utilities for the 400

MW needed to justify a second unit at Pt, Lepreau ({Exhihit HO-CSS-2a).

P )
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Therefore, given the status of the proposals, the 50 MW of capacity
from Pt. Leprean available in 1992 set forth in the Companies' supply
plan is more of a target than a likely supply source. If the 50 MW are
rniot available then the Companies could replace this resource by
accelerating their installation schedule for gas turbines, Thus, the
Siting Council finds that the 50 MW from Pt, Lepreau are not needed to
ensure the adeguacy of the Companies' supply plan. Accordingly, the
Siting Council finds that the possible inability of the Companies' to
secure 50 MW of capacity from Pt. Lepreau in 1992 would not threaten the

adeguacy of the Companies' resources in the long rum.

e. Installation of Gas Turbines

The Companies' supply plan, as presented in Table 2, shows the
installation of a2 75 MW gas turbine in each of the following yeafs:
1996, 200, 2003, and 2008 (Porecast at 33). The Companies assert that
the lead time required for siting and installing a gas turbine is
between thirty-six and fifty-four months (Exhibit HO-C358-13}).

Lead-time estimates are significant within a companv's supply
planning context, as they enable the Siting Council to evaluate a
company's response time to unforeseen contingencies, In the case of
COM/Electric, the Siting Council notes that the flexibility of the
Companies' supply plan could be increased and hence the risks of
contingencies reduced, by shortening the lead-time required for siting
and installing new generating units (or for that matter, by being akle
to implement other strategies with even shorter lead times). Therefore,
the Siting Council encourages the Companies to investigate innhovative
strategies for reducing the lead-time required for siting and installing

rnew generating units.

As noted above, the Companies' supply plan calls for the
installation of four gas turbines. The Siting Council notesg, however,
that the Companies have not identified in their Forecast the proposed
sites for these units., The Siting Council reguires such siting

information be provided by companies in filings whenever their supply
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plans or their contingency plans indicate that a gas turbine would be
built within a time frame bounded by the company's conservative estimate
of the lead time redquired for siting and installing a gas turbine. Such
information is necessary to ensure that plans relying on successfully
sited gas turbines are, in fact, a viable strategy for meeting the

company's long-run reguirements.

In COM/Electric's case the results of the Companies' contingency
analyses indicate that in ne case would a gas turbine be built before
1991. 1If, however, in future filings the Companies' plans or
contingency plans c¢all for installing a gas turbine in the short rum,
then the Companies must provide Information on the availability of sites
for new generating units, as well as plans for siting these units,
including information on the infrastructural (e.g., proximity of gas
pirelines and transmissicn lines), land, and resource (e.g..

availability of cooling water} requirements.

3. Conclusions on the Adequacy of Supply

For each of the contingencies the Companies evaluated (see Table
3}, the Companies' supply plan ensures an adeguate supply. However, the
Siting Council £inds that the Companies have failed to consider a
critical contingency =-- the delay or loss of Seabreook 1 (See Section
TITZ.E.l.a.). Ncr have they evaluated the affect on their supply plan of
a reasonable range of double contingencies, e.g., the loss or delay of
Seabrook 1 and the concurrent loss or delay of the SEMASS project. As
indicated in Sections III.E.l.a. & III.E.l.b., the Companies assume that

neither of these projects will be avallable in the summer of 1987.

S0 while the Companies have responded to the S5iting Councll's
previous oxder that they provide a sensiltivity analysis and contingency
plans, the Siting Council cannot find that COM/Electric evaluated a
reasonable range of contingencies. To ensure that the Companies
consider a full range of reasonable contingencies in the future, the
Siting Council ORDERS the Companies in future forecasts to evaluate the

impact on resource adeguacy of the loss or delay of each supply addition

-31-
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(i.e., power purchases, construction projects, and demand-management

cptions) , including a reasonable range of critical double contingencies.

4. Least Cost Supply

Based on the informatlon presented by the Companies, the Siting
Council believes that the Companies' gas turbine atrategy offers the
system many advantages, including flexibility, quick response time to
contingencies, and a low-cost means of adding capacity. Additionally,
the Siting Council finds that among the options evaluated through means
of the LMSTM methodcleogy, a gas turbine strategy offers the least cost
plan.

However, the Siting Council notes that due to three flaws in the
way the Companies have implemented their supply planning methodology,
the 8iting Council cannot find that the Companies' supply plan actually
ensures a least cost energy supply. The first problem is COM/Electric's
failure to fully evaluate the cost-effectiveness of non-generation
alternatives., The second problem is that the Companles only compared
alternatives over a twenty-five vyvear forecast horizon rather than on a
life-=cycle cost basis and thus could have under-counted the fuel cost
savings offered by more capital intensive technolegies {(e.g., combined
cycle and base load coal plants). The third problem is COM/Electric's
failure to evaluate wore than one type of generation alternative for

cach scenario.

a. Comparison ¢f Alternatives on an Equal Footing

The Companies did not evaluate the costs and benefits of
non-generation alternatives to the same degree as generation
alternatives. First, the Companies provided little evidence in support
of the engineering wviability of their targeted levels of demand
management and purchases from cogeneration or small power facilities.
Second, the Companies presented no information on the costs of
company-sponscred conservation and lcad management or of power purchases

from cogenerators and small power producers., Furthermore, the Companies

-3
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have assumed across all of their plans and contingency plans a fixed
level of supply from such demand-side strategies and from purchases from
independent power producers. Consequently, the Companies have failed
both to compare directly non-generation alternatives to generation
alternatives and to demonstrate that their supply plan and planning

process ensures a least-cost supply.

While it may be difficult for the Companies to evaluate the
relative economics of their targets for purchases from small power
producers or cogenerators given that no contract information is
available and the size of the target identified in the current Forecast
is itself 3peculative,10 the Siting Council helieves that the Companies
have not evaluated adeguately in either their sensitivity analyses ox
their contingency plans the role of these resources in meefing

COM/Electric's capacity and energy requirements.

For exzample, the Companles' response to the cancellation of either
the Hydro Quebec Phase 2 or SEMASS projects would be to increase their
purchases from octher NEPOOL participants prior to 1991 and then to
accelerate the installation schedule for gas turbines (Forecast at
89-94, 69-74), See Section IIL.E.l.¢ & ILI.E,l.b. MNo consideraticn is
given in the Companies' analysis as to how either of these events would
affect the Companies' long-run avoided costs and therefore the potential
for the Companies to enter inte contracts for cogeneration and small
power production {(or for conservation and load management, for that
matter). The cancellation of a project that was part of a least cost
supply plan presumably would increase the System's long-~run avoided
(i.e., marginal) costs such that increased amounts of cogeneraticn and
small power production (er conservation and lead management) might

become cost-effective. The Companies' analysis takes no consideration

loParticularly, under the DPU's rules governing sales of
electxicity to utilities from small power producers and cogenerators,
QFs will have the opportunity in the future to bid on the right to
supply the Companies' capacity requirements, in direct competition with
the utility. See D.P.U, B84-275-B.

~33=
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of this effect. The Siting Council believes that this failure to
evaluate the impact of the cancellation of these projects on the
relative attractiveness of non~generatiocon alternatives is indicative of
; the way the Companies' used a relatively "neutral" supply planning
process but gave greater consideration to conventiocnal generation

alternatives.

Similarly, the Siting Council believes that the Companies did not
fully evaluate load management. This is particularly significant given

the Companies' stated need for additional capacity to meet peak loads,

rather than for energy. WNo information on the costs or benefits of load
management strategies is presented. Without this information, the
Siting Council is unable to evaluate the cost-effectiveness of the
Companies® peak-load reduction target of 75 MW by 1995. Nor can the
Siting Council bhe sure that the potential for cost-effective load
management in the Companies' service territory is only 75 MW,
Consequently, the Siting Council cannot conclude that the Companies’

supply plan snsures a least-cost power supply.

In many ways, the supply planning methedology presented by the
Companies is a traditional generation expansion analysis., While the
analytical techniques themselves are capable of analvzing a full range
of strategic options, the Companies have used this methodology in a way
that fails to consider non-generation alternatives on the same basis as
generation alternatives. The Companies essentially acknowledged this

when they stated:

&

The intention of the analysis (i.e., analysis of the economics
of different demand management strategies) was to test the
sensitivity of the different new generation strategies (f.e.,
gas turbine, combined cycle, coal) to the effects of generic
load shape changes, not to evaigate the economics of specific
demand management technologies (Exhibit HO=DMP=-2),

1 . .
However, in the Forecast the Companies state that "new generation

will be added to the system whenever the total system capability falls
{Footnote Continued)

wedl
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The Siting Council has consistently held that a reasonable range of
alternatives should be compared on an equal basis and that a reasonable
range must include conventional and non-conventional supply options.

Massachusetts Electric Company et al., 13 boMsC 119, 178, 179.

Petitions for approval of new generating facilities or associated
transmission facilitier must demonstrate that the preferred alternative
ensuras the least-cost power supply and that a reasonable range of

alternatives have been considered.

In this case, the Companies stated they are committed to fully
developing non-generation alternatives before installing additicnal
generation (Forecast at ii}. The Siting Council finds, however, that
unless the Companies demonstrate that they are actually comparing a full
range of alternatives on an equal basis, then the Companies will not be
able to know that they have selected appropriate targets for
demand-management and for purchases from independent power producers =--
that is, whether targets are too high or too low in terms of
contributing to ensuring a reliable, least-cost supply. BAccordingly,
the Siting Council ORDERS the Companies to compare generation and
non-generation alternatives on an equal footing in future supply plans

as well as in applications for the construction of energy facilities.

b. Time Frame for Comgarison of Alternatives

The Siting Council finds a second instance of the Companies' supply
plan's failure to demonstrate that it has ensured a least cost supply:
the supply plan presented by the Companies in the current Forecact uses
a twenty~five year time horizon for analytic purposes. While a forecast

horizon longer than ten years is valuable to the Siting Council's supply

{Footnote Continued)

below the capability responsibility requirement and will be considered
on an equal basis with all other reasonable options. New generation is
not the only supply planning solution, nor is it ruled cut as an option"
{Forecast at 2}.

—-h-
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plan review given the long lead=-time reguired for large generating
facilities, planning analyses that rely on only twenty=five years of
projected data are inherently biased in their treatment of options with
economic lives that are longer than twenty-five years. Any resource
option whose benefits exceed its costs beyond the twenty=five year
cut=off period will be under-valued in the Companies® analysis.l2 Thus,
for a gas turbine built in 1996 (consistent with the Companies’ supply
plan), the relatively high variable costs for the last sixteen years of
the units' twenty-~five-year useful life are not considered. Similarly,
for a combined=cycle plant built in 1996, the fuel~cost savings for the
last sixteen years of the plant's life are not considered. Since
combined cycle units offer variable cost savings relative to gas
turkbines, then by failing to consider the variable cost savings of the
last sixteen years of the unit=z' iife, the Companies have failed to
present analytic results that adequately demonstrate that gas turbines
ensure a least cost power supply.13 In the analysis presented by the
Companies, gas turbines may appear more favorable than they in fact may

be.

The Siting Council refrains Ffrom rejecting the Companies' supply
plan on this basis because the Siting Council ig articulating this

standard for the first time in this case and because the Companies

121n support of this practice, the Companies assert that the
present value of fuel savings outside of the forecast horizon is
negligible (Exhibit HO=CSS=-11b). The Companies uge a thirteen-percent
discount rate, based on their weighted average cost of capital (Forecast
at 13). The Siting Council acknowledges that at a 13-percent discount
rate the present value of one dollar to be received in twenty-five years
is only 4.71 cents. However, since the Companies are proposing to have
the first of these units operational in 1996, the fuel costs of only the
first fourteen years of the unit's life are being considered
representing only fifty-six percent of a gas turbine’'s useful life.
13The Siting Council wonders whether one reason why the Companies
only compared altermatives over a twenty-five vear time horizon was the
twenty-five year limit on the LMSTM 2nalysis period. If so the Siting
Council questions the appropriateness of using LMSTM to evaluate
generation alternatives in a long-range planning analysis.

-3o—-
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forecast and supply planning analyses show that COM/Electric does not
vet need to embark on an acticon plan with respect to securing long-run
capacity additions for a few more yvears. However, in future filings,
the Siting Council ORDERS the Companies to compare alternatives on the
basis of their full life-cycle costs and benefits when presenting to the
Siting Council long-range supply plans and applications for construction

of new facilities,

The Siting Council notes that the Companies only compared
alternatives over a twenty-five year timeé horizon due to the twenty-five
year limit on the LMSTM analysis period (Exhibit HO=GI=7bh). Together,
this limited analysis time period, the consequent inahility of the model
to properly deal with end-effects (i.e., where differences between the
costs and benefits of different generation alternatives are not
reflected in the analysis period), and the number of manual iterations
of LMSTM required to compare a full range and mix of generation
alternatives under a full range of contingencies {(Tr. at 105}, indicate
to the Siting Council that ILMSTM may not be an appropriate model to use
for long-range supply planning, Furthermore, the Siting Council notes
that the Companies' own descripticn of the supply sub-model states that
the sub-model "has been specifically developed to account for the
effects of demand management strategies"™ (Forecast at 45), This causes
the Siting Council to further guestion the appropriateness of the
Companies' use of LMSTM as a comprehensive long-range supply model.
Accordingly, the Siting Council ORDERS the Companies in their next
filing to demonstrate the appropriateness of LMSTM for use in long-range

supply planning studies.

c. Mix of Generation Blternatives Evaluated for Each

Scenario

When evaluating different generation expansion plans for the base
case and for each of the contingencies, the Companies only evaluated one
type of generating capacity at a time for each contingency or scenario.

That is, if in the centingency or scenariec additional generating
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capacity is neaded in 1996, 2001, 2003, and 2008, then gas turbines
would be added In cach of these years. In an alternative analysis, only
combined cycle units would be added in ecach of those years. In no case
did the Companies explore adding a mix of gas turbines, combined cycles,
and coal uwnits for each scenario (Tr. at 65). By failing to evaluate a
mix of generation optiong when analyzing each scenarico, the Companies
failed to consider a reasonable range of generation alternatives for
their scenarios. Therefore, the Siting Council cannot find that the
Companies' supply planning methodology ensures a least cost supply of
power. hAecordingly, the Siting Council ORDERS the Companies in the
future filings to evaluate a reasonable mix of expansion plans or

regource mixes for each scenario.

5. Diversity of Supply

COM/Electric depends heavilv on oil to meet its energy
requirements., A4As Table 5 shows, in 1985 oil-fired generation provided
58.3 percent of the Companies' energy requirements. Moreover, 72.0
percent of the Companies' capacity is provided by cil-fired units of
which two-thirds is from residual-oil units {a fourth of which can also
burn natural gas) and one-third is from distillate-oil units (Exhibit

HO"B’ p.« 3) -

-8~
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TABLE 5
COM/Electric System
Actual and Forecasted Energy Mix
for 1985, 1920, and 199%

{GWH)
1985 (%) 1990 {%) 1995 (%)
Residual 0il 2,389 B8.1% 2,460 52.1% 2,635 51.6%
: Distillate Qil 8 0.2% 103 2.2% 39 0.8%
] Natural Gas 217 5.3% —_— e 276 13.2%
= Nuclear 1,279 31.1% 1,356 28.7% 1,190 23.3%
Small Power 30 0.7% 551 11.7% 714 14.0%
1 Hydrxo —_— —-—— 248 5.3% 248 4.9%

Miscellanecus#* 189 4.6% ——— —_— —_—— ——

Source: Exhibit HO-3 pp. 3-5.

* Miscellansous includes energy from short-term
transactions and NEPOOL energy services.

COM/Electric projects that its reliance on oil will be reduced in
the future by nuclear energy from Seabrook 1, hydro-electric energy from
Hydro Quebec, and alternative energy resources. Although these non-oil
regources represent a significant contribution to the Companies'
resource mix, the Siting Council notes that the net effect of these
additional resources on the Companies' oil requirements will he
relatively small -~ oil-fired generation is projected to account for
52.4 percent of the System's total energy requirements as opposed to

58.3 percent in 1985.

Therefore, the Siting Council encourages the Companies to continue
to attempt to reduce their reliance on ¢il-fired generation and to give
full consideration to the benefits offered by supply sources which
increase the diversity of the Companies' fuel mix.

; 6. Summary of the Analysis of the Supply Plan
;

el

The Siting Council finds that the Companies' new supply planning

methodology as presented in theiy 1986 Forecast is an innovative

=3G~
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approach and addresses some of the concerns expressed in the Siting
Council's rejection of the Companies' last supplv plan. While the
Siting Council has determined that the Companies' supply plan is
adequate despite some of the serious problems addressed earlier, we
expect that the Companies will be able to establish that they have an

action plan to provide adeguate supply in the short-run.

The Companies' planning methodology does offer a valuable tool with
potential to help the Companies identify least-cost strateglies for
meeting the System's capability responsibility in all upcoming years of
the forecast periocd., However, the Siting Council cannot determine
whether the way 1in which the Companies have implemented their
methodology has produced a supply plan and contingency plans that will
actually ensure a least-cost power supply. While the 8iting Council
finds that the Companies' use of their planning methocdology has snabled
them to identify the least-cost strategies from the array of cptions
analyzed, the Siting Council cannct determine that the Companies have
analyzed a reascnable range of supply alternatives. The Companies
failed to fully evaluate non-generation alternatives on an equal footing
with generation altexnatives and to compare the costs and benefits of

even those generation alternatives on a life~cycle cost basis.

To enable it to make a determination that the Companies have
evaluated a reasonable range of supply alternatives in future cases, the
Siting Council CRDERS the Companies to evaluate demand-management
alternatives in a similar analytical fashion as generation alternatives,
and to evaluate all opticons on the basis of their life cycle costs
within a framework of analysis that relies on comparing alternatives in

terms of their net present value of revenue requiremnents.

IV. OCRDER AND COMDITIONS

The Siting Council hereby approves, subject to Conditions, the 1986
Supplement to the Second Long-Range Forecast of Electric Power Needs and
Requirements of the Cambridge Electric Light, Canal Electric, and

Commonwealth Electric Companies. As discussed herein, the Siting
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Council approves, subject to six conditions, the Companies' supply plan:
Accordingly, it is ORDERED:

1. That the Companies provide within sixty days a contingency
analysis and action plan that outlines how they will meet their

projected peak loads and reserve requirements in the summer of 1987.

In the next forecast, to be filed on or before September
1, 1987, it is FURTHER ORDERED:

2. That the Companies present information on their existing
and proposed demand wanadement program#g which will enable the Siting
Council to evaluate the effectiveness of these programs as elements of a

cost-effactive, reliable and feasible supply plan.

3. That the Companies survey cogeneration potential among
their large industrial customers that have already indicated an interest
in self-~generation, as well as among those smaller industrial and
commercial customers that may be attractive candidatez for modular

cogeneration units.

4. That the Companies present contingency planning and
sensgitivity analyses which evaluate loss or delay of each supply
addition, including demand management, as well as a reasonable range of

double contingencies.

5. That the Companies compare a reasonable mix of generation
and non-generation alternatives and compares them on an equal footing in
future supply plans and in applications for the constructicon of

transmission lines and generating facilities.
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6. That the Companies compare alternatives on the basis of
their full life-cycle costs and henefits,

7. That the Companies demonstrate the appropriateness of

LMSTM for use in long-range supply planning studies.

oot O, Ahogprr—

Robert D. Shapiro

Hearing Officer

UNANIMOUSLY APPROVED by the Enerqgy Facilities Siting Council by the
members and designees present and voting: Sharon M. Pollard (Secretary
of Energy Resources}); Sarah Wald (for Paula W. Gold, Secretary of
Consumer Affairs); Joellen D'Esti (for Joseph D. Alviani, Secretary of
Economic and Manpoweyr Affairs); Stephen Roop (for James &. Hoyte,
Secretary of Environmental Affairs); Stephen Umans (Public Electricity
Member); Madeline Varitimos (Public Envircnmental Member); Joseph W.
Joyce {Public Labor Member). Ineligible to vote: Dennis J, LaCroix
(Public Gas Member}. BAbsent: Elliet—~J, Roseman (Public 0il Member).

Sharon M. iPollard

Chairperson
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COMMONWEALTH OF MASSACHUSETTS
Energy Facilities Siting Council

In the Matter of Taunton Municipal )
Lighting Plant's Long-Range Forecast ) EFSC No, &5-51
of Electricity Needs and Resources )

FINAL DECISION

Hearing Officer
Robert D. Shapiro

William S. Febiger
Staff Analyst
On the Decision
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The Energy Facllities Siting Council (“Siting Council®™) hereby APPROVES
with conditions the 1984 Forecast Supplement {"Supplement"} of the Taunton
Municipal Lighting plant ("TMLP"}, This Supplement covers TMLP's projections
through the 1993-%4 winter season.

I. INTRODUCTION AND PROCEDURAL HISTORY

TMLP is a publicly owned utility of the City of Tauntom, serving Taunton
and surrcounding areas in the town of Raynham, and portions of the towns of
Berkley, Lakeville, and Dighton. TMLP is a stand-alone member of NEPOOL, and
oparates a 110 megawatt ("MW") combined cycle generating plant, as well as a 25
MW oil peaking unit, in Taunton.

TMLEP £iled its 1994 Supplement on July 15, 1985.1 TMLP provided notice of
this Adjudication by publication and posting in accordance with the Hearing
Officer's instructions.

On April ¢, 1986, the 8iting Council $taff ("staff") issued preliminary
information requests for purposes of technical sessien. A technical session
was held between the Staff and representatives of TMLP on May 5, 1986, The
first set of information requests was issued on June 20, 1986, with responses
due July 8, 1986, TMLP provided its responses September 22, 1986,

IXI. COMPLIANCE WITH PREVIOUS CONDITIONS

The conditional approval of TMLP's last forecast in EFSC Docket 83-51
specified that four demand conditions and four supply conditions be met, In Re
Taunton Municipal Lighting Plant, 10 DOMSC 252, 276 (1984}).

A, Damand Conditions

Previous Condition 1 required that TMLP test other econometric model
formats beyond linear regression for all its customer classes. TMLP has tested
a non-linear model for the residential base class, and presented reasons why it
believes the linear format is more appropriate, Information Response 3. The
Siting Council accepts TMLP's compliance with this condition.

Previous Condition 2 reguired that TMLP test residential class model rxuns
reflecting customer characteristics such as personal income and household size.
TMLE has successfully incorporated personal income as an independent variable
in forecast models for the residential bage class and electric hot water class.
See Section ITI-C, infra, The Siting Council finds that TMLP has complied with
this condition.

1The filing date, originally set for October 1, 1984, was extended three
times in response to written moticons filed by TMLP on September 17, 1984 and
February 15, 1985, and an oral motion made by TMLP on January 14, 1985,

-1~
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Previous Conditicn 3 required that TMLP work toward reflecting price and
conservation trends in its forecast for the residential electric hot water
class. TMLP substantially improved its forecast for this class by successiully
medeling sales as a function of price and personal income. Supplement, P.
II-14. The Siting Council finds that TMLP has complied with this condition.

Previous Condition 4 required that TMLP begin disaggregating current and
future industrial sales data by two-digit SIC code. TMLP presented such a
disaggregation for a typical month. The Siting Council finds that TMLP has
complied with the condition, but as part of this Decision is regquiring
follow-up reporting and analysis, and discussion of forecasting implications.
See Section III-E, infra.

B. Supply and Conservation Load Management Conditions

Previcus Condition 1 required that TMLP report on the effectiveness of
improvements to its combined~cycle plant Cleary 2 in maintaining availability
factors. TMLP presented data demonstrating improved availability levels, and
thus has complied with this condition. Supplement, P.IV-5.

Previous Condition 2 regulred that TMLP discuss its plans to enhance the
economic viability of Cleary 9. TMILP is following through on plans to fully
convert Cleary 9 to burn natural gas as well as oil. §See Section IV-B-~1,
infra. The Siting Council finds that TMLP has complied with this condition,

Previous Condition 3 required that TMLP investigate methods to bring about
increased purchases of customer~owned generation. TMLP has analyzed
cogeneration potential, particularly as related to prospects for a steam
district heating-cooling system, and provided technical assistance to
prospective cogenerators. The Siting Council finds that these efforts are
partially responsive to the condition. TMLP did not present its consideration
of financial and contractual methods for fostering customer-owned generation as
required in previocus Condition 3. See 10 DOMSC 252, 274, Thus, the condition
is reinstated as part of this Decision. See Section IV-C-2, infra.

Previous Condition 4 required that TMLP discuss progress or plans
regarding appliance use surveys and demonstrate consideration of conservation
and load management strategies as part of an integrated supply planning
approach. TMLP discussed progress regarding appliance use surveys for the
industrial class, but not other classes. TMLP discussed its progress in
developing an integrated supply planning approach, but did not show how
consideration of conservation and load management is being or can be
integqrated. Thus, the Siting Council finds that TMLP partially complied with
the first part of the condition concerning customer surveys, but did not comply
with the second part of previous Conditicon 4 concerning integrated analysis of
congservation and load management, The condition is reinstated as part of this
Decision See Section IV-E, infra.
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III. DEMAND FORECAST

A. Background & Standard of Review

4z part of its statutory mandate "...to provide a necessary energy supply
for the Commonwealth with a minimum impact on the environment at the lowest
possible cost", Mass, Gen. Laws Ann. ch, 164, sec. 69H, the Siting Council
determines whether "projections of the demand for electric power...are based on
substantially accurate historical information and reasonable statistical
projection methods™. Mass. Gen. Laws Ann, ch. 164, sec, 697,

To ensure that the foregoing standard is met the Siting Council applies
three standards to demand forecasts: 1) reviewability, i.e., whether the
results can be evaluated and duplicated by ancther person, given the same level
of technical resources and expertise; 2) appropriateness, i.e., whether the
forecast methodeology is technically suitable to the size and nature of the
utility's system; and 2) reliability, i.e., whether the methodology instills
confidence that the data, assumptions and judgments produce a forecast of what
is most likely to cccuxr. In Re Boston Edison Company, 10 DCMSC 203, 209
(1g84}) .

TMILP has forecasted total electrical energy requirements for its system to
grow from 348,120 megawatt hours ("MWH") in 1983 to 445,180 MWH in 1993; this
is equivalent to a 2.5 percent annual compound growth rate. Por the same
ten—year period, the winter peak alsc is forecasted to grow at a 2.5 percent
equivalent annual compound rate, from 63.2 MW to 80.9 MW, Supplement, P.V-2.
Table 1 compares basge period and forecast pericd growth rates for the
respective classes,

TABLE 1
Sales Growth Rateg of Customey (Classgses

Compound Average Anhual
Percentage Change

Class 1970-83 1983-93
Residential:

Base Rate 3.6 2.4

Electric Heat 7.7 2,1

Domestic Hot Water -0.5 0.1
Commercial 7.1 2.3
Industrial 1.3 4.0
Street Lighting 1.6 -2.3
Total Sales 2.7 2.8
Total Requirementg* 2.8 2.5

* TIncludes internal use and losses.

Based in part on staff calculations.

Source: Sugglement, p. v-1
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B, Overview of Porecast Methodology

In its previous forecast, TMLP introduced econometric models to forecast
sales for the residential, residential heating, commercial and industrial
classes. In the current forecast, TMLP again has relied on econometric
modeling for those classes and extended it to cover the fifth class --
residential hot water.

The econometric models in TMLP's forecast continue to be based on a linear
regression format. Since the last filing, however, TMLP had added one
additional explanatory variable to three of its class-by-class models --
incorporating perscnal income into the residential and commercial class models,
and degree days into the industrial class model. gee Section C, D, and E,
infra.

L2 in past £ilings, TMLP has provided informaticn on known new development
projects and their prospective electrical requirements. The information serves

as a cross~check on TMLP's statistical models. Supplement, P. V=34 to V-36.

c. Residential forecast

Residential sales are forecast for three classes —-- base rate, electric
heat and electric hot water. Together, they account for 34.7 per cent of total
1993 system sales. In 1983, there were 15,190 base rate customexs, 1,205
electric heat customers, and 3,940 hot water customers. Supplement, PP. V-5 to
v-7.

The aggregate sales for the three residential classes are forecasted to
increase at an annual compound rate of 1.8 per cent between 1983 and 1993, The
forecasted rates of annual change among the individual classes range from flat
in the hot water class to +2.4 per cent in the base-rate class.

For both the hase-rate and heating classes, the forecasted rates of sales
increase are about one-third higher in the current forecast, as compared with
the previous forecast prepared two yvear earlier. 10 DOMSC 252, 257. This
result is consistent with changes in the independent varigbles used in TMLP's
models since the previous filing, including a sizable drop In the expected rate
of increase in price and, in the case of the base-rate class, the effect of
adding personal income as a second driving variable. Supplement, PP.V-18,
v-26.

TMLP's current forecast demonstrates three accomplishments that are
responsive to concerns previously ralsed by the Siting Council., The
accomplishment are:

e the addition of personal income as a second driving variable in the
hase class, reducing reliance on populationj

i the testing of a non-linear regression model Format for the base
¢lass; and

e the successful modeling, for the first time, of the hot water class.

Supplement, PP. II-2, II-14; Information Response 3,

TIP's efforts in testing new independent variables and a non-linear
format for the base-rate class are a response to the Siting Council's concerns

-4
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about the high elasticity of sales to the independent varisble population in
the previous forecast. Supplement, P. III-2 to III-3. The Siting Council
questioned the reliability, for forecasting purposes, of a modeled relaticonship
in which, other factors being equal, electricityv sales are expected to increase
at a constant rate over time of two-to-three times the rate of increase in
population, 10 DOMSC 252, 259,

TMLP has provided data indicating that the mean elasticity of base-rate
class sales to population is 32 percent lower in the current forecast than the
previous forecast. However, the elasticity is still greater than two.

Supplement, P, III-5.

TMLF has argued that the elasticity of sales to population embodied in the
base~rate model reflects electricity use factor changes from both the addition
of new homes and changes in per-capita usage in existing homes, and is thus not
surprising., Information Response 3. However, TMLP has not provided any data
comparing either per=-capita or per-customer usage levels between existing homes
and new homes.

TMLP also has failed to discuss the possible extent to which changes in
average number of persons per household may account for any changes in
per-capita usage levels in existing homes, Instead, TMLP has argued that it is
"not presently aware of any circumstances which would indicate a deficiency in
the forecasting methodology on account of a lack of consideration of family

size.” Supplement, P, II-4,

Yet, between 1970 and 1983, the total number of residential customers
increased 25.9 per cent and the number of base-rate customers increased 25.2
per cent, while service area population increased only 12.5 per cent. Thus,
average household size clearly was decreasing over the base period.
Supplement, PP. V=20, V=24, v-28. At the same time, the forecast shows that
total residential and base-class residential sales increased by 40.9 per cent
and 58.6 per cent, respectively. Supplement, P.gﬁl. Thus, there appear to
have been sizable increases in per-capita usage.” any such increase with
respect to base-rate customers is only partially explained by other independent
variables, i.e., income and price, as evidenced by the modeled elasticity of
base~rate sales to population.

What is unclear is the extent to which any past increases in per-capita
usage may have simply reéeflected decreases in household size, as oppoged to
inereases in the propensity of customers to acquire and use electrical devices.
Reductiong in household size could be significant for components of usage which
are to a greater or lesser extent collective (e.q., lighting, refrigeration,
television viewing). If any effects of decreasing household size are imhedded
in TMLP'S base period data, then awareness of the likely relatiomnship of past
and expected trends in household size is important to the reliability of the
forecast,

2An inerease in per-capita usage clearly occurred for resgidential
customers in aggregate, but is only implied for the base-rate (or any other)
class since popunlation by class is not knownm.

-5
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8till, the Siting Council continues to find that TMLP's residential

forecast modeling is appropriate for a system of TMLP's size. However, the
Siting Council notes that most larger electric systems. in Massachusetts now use
end use modeling in their residential class forecasts, and thus employ a more
household-based form of forecasting than TMLP, TMLP should supplement its
econometrically based forecasting approach with reporting and analysis that can
help detect any differences in usage pattexrns between new and existing
customers, and any potentially related trends in household charactexistics.

As a CONDITION of approval of its long-range forecast, TMLP shall provide
in its next filing an analysis which compares, by residential rate class in
1986, average full-vear usage levels of "new" customers connected in 1985 with
"old" customers connected prior to 1985. TMLP also shall report and discuss
the forecasting implications of the relative rates of change over the base
period for service area population, total residential customers, and base—class
customers.

D. Commercial PForecast

Commercial sales have shown an erratic pattern of change since 1270, more
than doubling between 1970 and 1976, leveling out between 1976 and 1981, and
rising 8.7 per cent between 1981 and 1983. Supplement, P. V-3, The forecasted
annual compound rate of growth in commercial sales is 2.3 per cent. This
compares with 1.6 per cent in the previous forecast, prepared before the recent
pick up in sales. 10 DOMESC 252,257,

Based on TMLP's modeling, the resumption of sales growth in 1982 and 1983,
and throughout the forecast period, appears to reflect the leveling of
electricity prices since 1982 and expectations that future price increases will
be more medest than those in the mid-to-late 1970's. In addition, the
commercial model now includes as an independent variable perxscnal inceome, which
is expected to increase by $12,400 between 1983 and 1993, compared with a
$9,000 increase between 1973 and 1983, Supplement, P. V-8.

TMLP has argued that historically its commercial sales largely were to
customers serving a local retail market, internal to the utility's service
area. Supplement, P. III-13 to III-14. Service area population, and now
county personal income, have been presented as the appropriate variables to
explain such sales, In the current filing, TMLP alsc has successfully
introduced a dummy variable to explain the sharp increase in sales between 1972
and 1974, which TMLP attributes to the opening of the Taunton Mall and
development along Route 44, Supplement, P, III-7 to IIJ-10. The Siting
Council approves of TMLP's methods in forecasting this component of commerxcial
sales.

In the current forecast, TMLP also has noted the recent ewmergence of a new
component in its customer base —- customers that are similar to non-process

3Besides TMLE, only Wantucket Electric Company relies primarly on
econometric models for forecasting residential sales. PFitchburg Gas and
Electric Company currently relies oh neither cconometric nor end use models.
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indastrial customers but that buy electricity under the commercial d¢lass rate.
TMLP says such customers are reflected in TMLP's listing of known planned
commexrcial projects, which includes 214projects expected to add 6,963 MWH in

annual load over the next three vears., TMLP cites eight of these projects,
accounting for 4,475 MWH of annual lcads, as being examples ¢f relatively large
commercial businesses serving a national or regional maxket. Supplement, p.

ITI-12 to IXI-13, V-34.

TMLP acknowledgaes that it may need to adjust its forecast methodology in
futnre Filings to reflect this new type of commercial customer. TMLP believes
these customers appear to be "similar to industrial customers, in being
affected by price and national economic trends, and could possibly be modeled
as such.”™ BSupplement, P. III-13 to IIT-14, Information Response 4.

The Siting Council largely concurs with TMLP's assessment of changes in
TMLP's commercial customer base. Indeed, the Siting Council views TMLP's
analysis and insights with respect to a "new type" of commercial-industrial
customer as exemplifying the type of perspective the Siting Council believes
TMLP should attain in forecasting its industrial sales, generally. Such a
perspective can be attained by separating out important sectoral trends or
patterns of sales change over time among various types of industrial custcmers.
See Section E, infra.

E. Industrial Forecast

Industrial sales trends in recent vears have reflected both cyclical
trends in the naticnal economy and some longer-term uncertainty about prospects
for major process-oriented industrial sectors in the Taunton area. See 10
DOMSC 252, 262. Industrial sales accounted for 41 per cent of TMLP's 1983
system sales, and are thus of great ilmportance to the reliability of TMLP's
overall forecast.

Industrial sales in 1983 were 12.2 percent lower than in 1978, and only
3.5 percent higher than in 1973. Supplement, P.V-4, For the near future, TMLP
has identified only three known industrial proiects, which are expected to
provide just over 2,000 MWH of additional load. Supplement, P. V-35.

4By way of comparison, TMLP's previous forecast showed only fourteen
known commercial projects expected to add 3,119 MWH in annual load. 10 DOMSC
252,261.

5The forecast also indicates that an additicnal seven projects are under
consideration at Myles Standish Industrial Park. Although unnamed, the
projects are indicated by business type, and thejr annual load requirement
estimated at up to 2,500 MWH. Supplemeat, P. III-36 to III-37,

6'I‘MLP also states that 37 lots recently have been zoned as part of the
West Industrial Park. The potential addition to annual load from full
development of this park is estimated to be 10,700 MWH. Supplement, P,
II1-36, vV-37.
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Pespite the limited evidence cof ongoing growth in the industrial class,
TMLP forecasts that industrial sales will increase 50,415 MWH over the next ten
years. Supplement, P.V-14. The forecasted annual compound rate of growth is
4.0 per cent, well above all other classes. The forecagted rate of growth is
nearly three-guarters higher than that in the previous forecast, although the
industrial class was expected to be the fastest growing class in that forecast
as well. 10 DOMSC 252, 257.

Since the previcus forecast, TMLP has improved the backecasted £it of its
industrial sales model by including degree days as an independent variable.
However, as in the previcus forecast, gross national product and price are the
actual determinants of the forecasted trend in industrial sales. Supplement,
P. V¥-14,

It is evident that TMLP's expectations for a sizable reduction in the rate
of increase in price are having a profound effect on the forecast. wWhile price
per KWH increased from 2.07¢ to 7.54¢ between 1973 and 1983, it is forecasted
to increase only tc 9.39¢ by 1293. Id, However, If the expected absolute
change in price between 1983 and 1993 was assumed to be the same as it was
between 1973 and 1983, the projected 4.0 percent rate of increase in sales
would be reduced by more than half, and 19293 sales would bhe nearly 30,000 MwH
lower, than as modeled using TMLP's price assumptions,

The Siting Council does not question TMLP's price forecast. However, the
Siting Council does question the reliability of a forecast model that embodies
such wide swings in sales trends, as compared between the base and forecast
periods, and that appears to attribute such swings largely to price. The
Siting Council is not satisfied that the possible roles of other factors, not
captured in the model, are bheing adequately considered.

In its previous decision, the Siting Council stressed the importance of
considering sectoral changes as an underlying factor in explaining overall
industrial sales trends. The Siting Council's concern was prompted by recent
plant closures and production declines in the metals industry, a historically
predominant secteor of the local economy. 10 DOMSC 252, 262-3.

TMLP has begun to comply with the Siting Council's previocus Condition 2,
requiring disaggregation of current (and future) sales data by SIC code. See
Section II-~A, supra. By the time of its next filing, TMLP should have two or
more years of disaggregated annual sales data, TMLP now should begin to apply
such information, at least qualitatively, as part of its forecasting efforts.

The Siting Council notes that TMLP's discussion of the emergence of a "new
type" of commercial customer similar to an industrial customer, may, in effect,
repregsent an important inslght concerning secteoral growth patterns. See
Section D, supra. The acknowledgement that industrial growth is not occurring
as much in process-oriented indusgtries, as in industries whose electrical
requirements are such as to allow use of a commercial class rate, may be a key
element of the coverall understanding that would emerge from a fuller sectoral
analysis of TMLP's commercial-~industrial customer base.

TMLP should undertake an overall review of sectoral trends as background

for any consideration of modeling changes to reflect the new type of
commercial-industrial customer. As a CONDITION of approval of its long-range

8-
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forecast, TMLP shall in its next filing provide compilations of annuval
industrial sales by SIC code for all available years from 1984 through 1986,
discuss implications of sectoral trends for its forecasting in general, and
report as appropriate on its consideration of specific modeling changes to the
industrial and/or the commercial class to better capture sectoral growth
patterns,

IV, ANALYSIS OF THE SUPPLY PLAN

A. Background and Standard of Review

In keeping with its mandate to "provide a necessary power supply for the
Commonwealth with a minimum impact on the environment at the lowest possible
cost,” Mass. Gen, Laws Ann. c¢h. 164, sec. 69H, the Siting Council consistently
revieys three dimensions of a utility's supply plan: adequacy, diversity, and
cost. The adequacy of supply is a utility's ability to provide sufficient
capacity to meet its peak loads and reserve requirements throughout the
forecast period. The diversity of supply measures the relative mixture of
supply scurces and facility types. The Siting Council's working principle is
that a more divexse supply mix, like a diversified fimancial portfolio, coffers
lover risks., COM/Electric, 12 DOMSC 39, 72 (1985}, The Siting Counc¢il also
addresses whether a supply plan minimizes the long-run cost of power subject to
trade-offs with adequacy, diversity, and the envirommental impacts of
construction and operation of new facilities. Pinally, the Siting council
reviews utility demand management programs, cogeneration projects and small
power production efforts on the same basis as the consideration of new
conventional bulk power facilities when analyzing the adeguacy, diversity, and
cost of a supply plan. In Re COM/Blectri¢, 12 DOMSC 39, 72 (1985). 1In Re
Fastern Utilities Associates, 11 DOMSC 61,96 (1984).

Recently, the Siting Council hag started reviewing in greater detail the
supply planning processes utilized by utilities, with the objective of
agsessing the extent to which these processes facilitate the development of
long-range supply plans that are least-cost, adequate, and diversified.
Recognizing that supply planning is a dynamic process undertaken under evelving
gircumstances, the Siting Council believes that a utility's supply plan should
identify a variety of supply options based on ldentified and explained
criteria. A company's consistent and systematic application of such criteria
of supply planning decisions would instill confiderce in the Siting Council
that a utility is fully evaluating new projects, contracts, or purchases, and
alternatives in a manner that leads the Company to produce a power supply that
is a leagt-cogt and minimum environmental impact. In Re Fitchburg Gas
Electric, 13 DOMSC 85, 102 (1985).

7TMLP asserts that its current supply plan does not require Siting
Council approval because TMLP is not planning to construct a facility subject
to 8iting Council jurisdiction. Supplement, P. IV-1. In response to a
similar TMLP assertion in the previous Siting Council proceeding, the Siting
Council affirmed that it dees have authority te rule on all supply plans of
jurisdictional electric companies. 10 DOMSC 252, 254.



4

wendl

=179~

Rather, cost and diversity of supply have been the principal concerns in
past Siting Council reviews of TMLP's forecast. In fact, the disposition of
excess capacity from Cleary 3, which historically has been dispatched as an
intermediate rather than a base-load unit, is itgself a major factor in TMLPR's
long term planning in connection with minimizing the cost of supply. Many of
the changes TMLP has made in its supply plan since the previous filing involve
efforts to improve the efficiency of and sign contracts for Cleary 9.

In Summer, 1985, TMLP had entitlements to 77.6 MW of generating capacity
to serve current requigements. Cleary 9 aceounted for 35.7 MW, or 46 per cent,
of TMLP's entitlement. Table 2 shows TMLP's existing entitlements, including
ownership and purchase agreements.

TMLE's sales of Cleary 9 capacity to Montaup Electric Company (Montaup),
which amounted to 63,3 MW in 1985, are due to be phased ocut by 1987-88,
Additiconal capacity expected to come on line early in the forecast perieod
includes TMLP's 1,15 MW share of Seabrook 1. However, TMLP's capacity purchase
contract with Montaup for 10 MW of Canal 2 expires at the end of 1986-87, In
the absence of any additional agreements to sell excess capacity, TMLP's system
reserve is projected to reach a maximum of about 20 per cent in 1987-88, and
decline thereafter with growth in demand, Supplement, P. V-45,

B. Clearz 5

1. Conversion to Natural Gas

As a result of increased availability of natural gas at competitive
prices, TMLP has embarked on a program to fully convert the Clearly 9 combined
cycle plant to burn gas as well as oil. Gas is provided by Bay State Gas
Company ("Bay State"} during its off-peak summer season. The 23 MW combustion
turbine was converted in 12883, and provided first-year savings in excess of the
conversion cost. 10 DOMSC 252, 2867. The 87 MW gteam boiler conversion is in
progress.

As a result of recent drops in the price of oil, the potential cost
savings from burning ga= instead of o0il may be diminished or less certain than
when the combustion turbine was converted. Thus, TMLP says it cannot determine
at this time the economic risk to TMLP of the steam boller conversion project,
Supplement, pp. IV-7 to IV-8. Based on an agreement between TMLP and Bay
State, Bay State will reilmburse TMLP through discounted fuel prices for the
estimated 51,275,000 cost of the conversion and $400,000 in additicnal
electricity procurement expenses as a result of the boiler being out of service
during construction. Information Response 12. However, the time period over
which such reimbursement will be made has nct been determined,

8Under its long standing agreement with Montaup Electric¢ Company, TMLP is
entitled to that portion of Cleary 2 capacity needed to just meet TMLP's
NEPQOOL responsibility, each year, aftey other gpecified entitlements of TMLP
are taken into account. Montaup purchases the remainder. The agreement
expires when Montaup's cumulative annual purchases reach 25 percent of
Cleary's expected life-cf-unit capacity. See 10 DOMSC 252, 264.

~l(Qm
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Table 2

and
Category Unit Numbers
Capability:
Base Intexr-
mediate
Fossil Cleary No. 9
Peaking
Fossil Cleary No. 8
Joint Ownership:
Base~load
Nuclear Maine Yankee
Vermont
Purchases;:
Bagse-Load
Fossil Canal No. 2

Source: Supplement, P. V-42. .

(1985)
Winter Summey
Rating Rating

Location MW MW
Taunton, Ma 110 105
Taunton, MA 25 25
Wiscasset, ME 830 814
Yernon, VT 528 496
Sandwich, MA 584 cag

R

Type of Ownership
Fuel bW
0il 35.7
- (Gas
0il 25.0
Uranium 4.5
Uranium 2.4
Purchase
Mig
0il 10.0
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2. Sales of Excess Capacity

Under its contract with Montaup, TMLP can sell Cleary 9 capacity to
Montaup only up to a total limit of 825 megawatt years, which is 25 per cent of
the plant's net capability over its lifetime, After making annual sales of
60-65 MW in recent years, and in the current yeay 1985-86, TMLP will_have only
17 MW of sales left on the contract in 1986-87, and none therecafter.
Information Response 15. Thus, new sales contracts for excess capacity are
being scught by TMLP.

TMLP has stated that it has "an excellent improved market for Cleary 2
because it has made investments to impfgve the unit's availability and to
enable it to burn gas as well as oil." Supplement, P. IV-12.

TMLP has made a start in signing short-term and non-binding agreements
wlth other municipal electric systems which, if renewed or exercised, would
help absorb excess Cleary 9 capacity beyond 1985-86. These agreements,
amounting to a potentlal 11 to 25 MW after 1968-89, are shown belcw:

TMLP's New Sales Agreements

Option For
System Renewable Short-Term Life-of Unit
(MW} (p)
Braintree Electric Department 4 {thru 87-88) 12 (88~-8% on)
North Attleboro Electric Department 2 {thru 87-£88) B (B8-8% on)
Massachusetts Municipal
Wholesale Electric Co. 5 {indefinite}

Source: Supplement, pp. IV-13 to IV-14,

TMLP has provided an analysis indicating that, were TMLP to make nc sales
in 1986-87 under new agreements such as those shown above {i.e., bevond the 17
MW of projected sales to Montaup and other normally expected power pool sales),
the annual system revenue requirements from TMLP's customers in that year would
be 12 percent higher than if the excess Cleary capacity were to be fully
disposed of under such agreements. Document 4 provided at technical session.
In later years, when sales to Montaup will have dropped to zero, the potential
maximum impact on revenue requirements of any such failure to make sales under
new agreements ¢ould be even greater,

The Siting Council finds that TMLP has taken appropriate steps to improve
the attractiveness of Cleary ¢ to utilities potentially seeking to purchase
capacity. However, given that TMLP must replace, in each of the next few
years, 40-535 MW of current capacity sales to Montaup, the Siting Council finds

9
See Footnote &, supra.

10 . .
For a discussion of improvements, see Supplement, P. IV-3.

-12-
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that the progress to date in signing agreements is linmited and that the
potential cost impacts, which may begin to affect ratepayergs in a matter of
months, are significant. Accordingly, the Siting Council intends to closely
monitor TMIP's further progress in signing new agreements.

As a COWDITION for approval of its 1984 Supplement, TMLP shall provide to
the Siting Council on or before December 15, 1986, a progress report on its
efforts to sign new capaclity saleg agreements for Cleary 9. TMLP also shall
provide a full update in its next filing.

C. Supply Diversification, Renewables and Cogeneration

TMLF historically has been highly dependent on c©il. The gas conversicn
project has significantly modified TMLP's cll dependence, but only on a
part-vear basis. 10 DOMSC 252, 265 to 267. Assuming no use of gas at Cleary
9, as likely in the winter, TMLP was Jjust over 90 percent dependent on oil for
its capacity entitlements in 1985. See Table 2,

TMLP's participation in regional projects and its pursuit of other options
to diversify supplies have been addressed in previous forecast reviews. See 10
DOMSC 252, 269-274. In summary, TMLP now receives over 3 MW of firm power Erom
the Power Authority of the State of New York ("PASNY"™). TMLP is alsoc a
participant in the Hydro Quebec transmission projects of which the first phase
now is providing non-firm power and the second phase is planned to provide
additional power including firm power in 1990, TMLF has pursued local projects
invelving coal and refuse burning, and capacity purchases invelving nuclear and
wood. TMLP has proceeded with a study of cogeneration potential in its service
area, particularly as it may relate to the possible development of z district
steam heating and cooling system. Supplement, pp. IV-27 to IV-43,

TMIP's recent efforts in the area of refuse burning and cogeneration are
highlighted below.

1. Refuse Burning

Since the previous review, TMLP has culled and refined its local supply
options involving refuse burning, alcne or in conjunction with coal. Based on
in~house review, TMLP has dropped two relatively large projects invelving beoth
fuels -- the Integrated Municipal Energy Rescurce System project, and the West
Water Street Conversion project. Supplement, P. IV-30. TMLP says it now is
1 pursuing through a consultant modular refuse-to-energy on a small 1 Mw, 100
-4 tons-per-day scale, with steam sales to the Commonwealth of Massachusetts Dever

School. Supplement, P,IV-28, Meanwhile, TMLP is keeping open, but not
bressing, the coption of converting Cleary & to burn coal. Information Response
17.

The Siting Council previcously has supported TMLP's pursuit of a
waste-to-energy project, but gquestioned its ability to move ahead without a
more regional project. 10 DOMSC 252, 273. TMLP believes it can implement a
small project, apparently utilizing refuse from Taunton alone. However, TMLP
acknowledges that project feasibility depends on sale of steam to the Daver
School. BSupplement, P. IV-28.

JRUTI R
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TMLP should continue to actively pursue regional possibilities for
increasing the size of the project, in order to achieve greater supply
diversification for TMLP and any economies of scale available in the context of
a modular design. However, the Siting Council strongly supports the
prospective achievement of multiple project benefits, which, in addition to
gupply diversification and fuel oll savings, include a diyect environmental
benefit for the Commcnwealth by reducing the need to land £ill trash,

2. Cogeneration and Independent Power Producers

S8ince the last filing, TMLP has engaged in a commercial/industrial
customer survey and provided technical assistance to customers. In the survey
TMLP identified 30 customers who either use steam now or have the potential to
do so. The survey was conducted in part to determine the feasibllity for a
district steam heating and cocling circuit. Supplement, P. IV-34. However,
TMLP was not able to report any specific implementation of cogeneration in its
service area, whether related or unrelated to TMLP's technlcal research or
consultation activities.

The Siting Council supports TMLP's pursuit of activities that are directly
or indirectly related to fostering implementation of cost-effective
cogeneration. However, the Siting Council placed a condition in its last
decision requiring TMLP to "investigate methods to help bring about increased
purchases of customer-cwned generation.® 10 DOMSC 252, 274. TMLP'S efforts
were to include consideration of financial incentives and other ways to
overcome cbstacles to implementation of cost-effective customer-owned
generation,

As a CONDITION for approval of its 1984 Supplement, TMLP shall provide in
its next filing an update on plans of local customers to implement
cogeneration, and a discussion, with recommendations, of alternative
contractual and power-purchasing schemes (including pricing mechanisms) for
encouraging economic purchases of customer-owned generation.

D. Conzervation and Lead Management

Since the last filing, TMLP has sponsored a cooperative effort with Mass
Save, Inc. to facilitate low-cest installation of attic insulation for TMLP
customers through a group bidding process. Supplement, P. IV-46. Although 42
atticg have been insulated under the program, TMLP has not indicated any
participation by its electric heat customers. Information Responge 7., TMLP
has no other congoing or planned programs, beyond energy audits and
informational activities, to help implement conservation and lcad management.

TMLP cites its efforts to promote conservation, through advertising and
cother informational methods, and even word of mouth. Supplement, P. Iv-44 to
IV-45. The Siting Council agrees that TMLP, as a publicly owned utility with a
compact service area, likely does have the potential to be effective in
promoting conservation through a variety of such mechanisms.

TMLP reports that it has implemented rate changes that charge more for
peak use, and that it is considering a connectlon charge to discourage high
penetration of low cost heat pumps. TMLP alsc indicated that it assisted
Taunton High School and Reed & Barton with their analyses and negotiations
regarding cogeneration, but did not report the extent of any actual
implementation. Information Response 20.

-14-
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With regard to customer implementation of congervation, TMLF does
acknowledge that "for many customers, even a relatively short payback of 2 to 3
years on a relatively safe investment may still not be an adequate financial
incentive." TMIP's response is that it is considering programs that would
"front~=end" the investment cost, but provide for total pay back o the utility
from the customer's energy savings. Supplement, P. IV=48 to IV-49.

The Siting Counc¢il encourages TMLP to proceed with implementation of
programs to facilitate implementation of cost-effective conservation and load
management,

However, in its previous decision, the Siting Council ordered TMLP to
demonstrate its consideration of conservation and load management strategies as
part of an inteqrated supply planning approach. The Siting Council deemed this
approach necessary to enable TMLP to determine the maximum extent te which
conservation and load management could and should be implemented as part of a
least-cost supply plan. The Siting Council also orderfg T™LPF to report on its
progress and/or plans regarding appliance use surveys.

TMLP has stated that it will be obtaining models that better quantify
aconomic demand strategies. Information Response 11. While the Eiting Council
supports thig step, it is concerned that TMLP has cited its excess-capacity
sitnation as a reason for not aggressively pursuing all related analyses,
particularly development of load management strategies and implementation of
regidential appliance use surveys. Information Responses 9 and 10.

The Siting Council finds that TMLP's excess-capacity situation is not an
excuge for delay, in developing cost-effective demand-side strategies and
related analytical tools. Development of guch capabilities requires lead time.
Dntil TMLP has the ability to analyze what is possible within its service
territory and what, if any, strategies could reduce system costs even in light
of excess capacity, TMLP will not know whether it is planning for and actually
providing a least-cost power supply to its customers. Accordingly, the Siting
Council reinstateg the condition from the previous decision.

Ag a COMDITION for approval of its 1984 Supplement, TMLP is recquired to
report in its next filing on its progress and/or plans regarding appliance-use
gurveys, and ig required to demonstrate ite consideration of conservation and
load management strategies as part of an integrated supply planning approach in
all of ites future filings.

E. Supply Planning Process

TMLP ig developing a strategic power supply planning model aimed at
integrating demand forecasting and supply planning. TMLP has begun to apply

llﬁlthough keneficial for incorporating the most accurate data pessible,

such surveys are not a prerequisite for initial demonstration of an integrated
analysia.

-
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the model, and TMLP states that the object of its strategic power supply
planning efforts to date has been to determine the most diverse and economical
power supply currently available to TMLP. Supplement, P. IV-22.

In its applications of the model, TMLP thug far has focused on capacity
expansion, system generation and revenue requirements submodels. These
submodels select the least cost power supply configuration, based on net
present value calculations and use of monthly load duration cuxves to
approximate the operation of TMLP's annual supply resources. BAny costs of
incurring power shortfalls {i.e., for WNEPOCQL outage services) alsoc can be
reflected. TMLP has used the model to analyze sales of excess Cleary 9
capacity, conversion of Cleary 9 to burn gas asg well as oil, conversion of
Cleary @ to coal, and various new supply options. Supplement, P. IV-23 to
Iv-24,

TMLF indicates that it will be obtaining sub-models and, as necessary,
appropriate end use data to better quantify demand strategies. TMLP believes
that, in theory, demand side resources can be modeled, but that "the reality of
modeling these resources is difficult.”" Information Response 11.

The Siting Council approves the direction TMLP is taking with respect to
strategic planning models, and the progress to date in applying such models, as
appropriate for a utility of TMLP's size and circumstances. Because of the
significant lead times required for development and application of necessary
capabilities, the Siting Council bhelieves TMLP should now actively pursue the
integration of demand side strategies into its planning approach, and not wait
for the current excess-capacity situation to be resclved. See Section D,

supra.

V. DECISION AND ORDER

The Siting Council hereby APPROVES the 1984 Forecast Supplement of Taunton
Muanicipal Lighting Plant subject to the following conditions:

1. TMLP shall provide in its next filing an analysis which
compares, by residential rate class in 1986, average full-year usage levels of
new customers connected in 1985 with old customers connected prior to 1985.
TMLP alsc shall report and discuss the forecasting implications of the relative
rates of change over the base period for service-area population, total
residential customers and base-class customers.

2. TMLP shall provide in its next filing compilations of
annueal industrial sales by SIC code for all available years from 1984 through
1986, discuss implications of sectoral trends for its forecasting in general,
and report as appropriate on its consideration of specific modeling changes to
better capture sectoral growth patterns.

3. TMLP shall provide on or before December 15, 1986, a
progress report on its efforts to sign new capacity sales agreements for Cleary
9. TMLP also shall provide a full update in its next f£filing.

4. TMLP shall provide in its next filing an update on plans of
local customers to implement cogeneration, and a discussion, with

=16~
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recommendations, of alternative contractual or power purchasing schemes
(including pricing mechanisms) for encouraging economic purchases of
customer-owned generation.

5, TMLP is required to report in its next filing on its
progress and/or plans regarding appliance—use surveys and is required to

demonstrate its consideration of conservation and load management strategies as
part of an integrated supply planning approach in all of its future filings.

The next forecast will be due on April 1, 19287,

Enerqgy Facilities Siting Council

b bt O Hpen

" Robert D. Shapiro
Hearing Officer

Baston, October 21, 1986

UNANTMOUSLY APPROVED by the Energy Facilities Siting Council by the
members and designees present and voting: Sharon M, Pollard, {Secretary of
Fnergy Resources); Sarabh Wald (for Paul W. Gold, Secretary of Consumer
Affairs); Joellen D'Esti (for Jogeph D. Alviani, Secretary of Economic and
Manpower Affairs); Stephen Roop (for James S. Hoyte, Secretary of Environmental
Affaira); Stephen Umans (Public Blectricity Member); Madeline Varitimos (Public
Environmental Member); Joseph W. Joyce (Public Labor Member}. Ineligible to
vote: Dennis LaCroix {(Public Gas Mefib absent: Elliot J. Roseman {Public

0il Mewher). £

: Pollapd
Chairperscn

Date
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The Energy Facilities siting Council ("siting Council®) heresby
conditionally APPROVES the Petition of Cambridge Electric Light
Company ("the Company®” or "CELCo"™) to construct an underground 115
kilovolt {"kv") transmission line beginning at the Company's Alewife
Substation and terminating on Putnam Avenue, and to construgt a 113
kv/13.8 kv substation ("Proposed Substation” or "Putnam $tation”) on

Putnam Avenue in the City of Cambridge ("Cambridge™ or "the City").

I. INTRODUCTION AND HISTORY OF THE PROCEEDINGS

A. Overview

Cambridge Electric Light Company is an electric utility engaged
in the production, sale and distribution of electric enerqy at retail
Lo approximately 39,000 customers in Cambridge, Massachusetts., CELCo
also sells power to the Town of Belmont, and steam from itz electric
generating stations at wholesale to COM/Energy Steam Company, an
afﬁiliated company.

In 1985 the Company.experienced a summer peak demand of 216
megawatts ("Mw") and seld a total of 1,070,179 megawatt-hours ("Mwh")
{execluding sales at wholesale to the Town of Belmont). The Company's
1986 long-range forecast projects that by 1995 its peak demand will be
308 Mw {Exh. HO-N-27(¢)). The Company's sources of electric power are
its own generating stations, located 1in the Clty of Cambridge, and
purchased power wheeled into the city via transmission lines owned by
Boston Edison Company ("Boston Edison" or "BECo"}. Purchased power is

teceived by the Company at three interconnection points with Boston

Edison: Blackstone Substation, Prospect Suhstation, and Alewife
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Substation,

The Company is a party to an agreement ("the Agreement™) with
Boston Edison which provides for the availability and support of
various fagilities at Boston Edison's Brighton Substation which ties
into the Company's 13.8 kv system at Blackstone Substation, This
provides approximately 55 megavoli-amperes ("MVA") of transmission
capacity to the CELCo system (Exh, EO-1, p. 2).

The Company was notified by Boston Edison on May 18, 1981, that
BECo intended to implement the terminaticen provision of the Agreement
and that service would not be provided from the Brighton substation
after June 1, 198% (Exh. HO-1, p. 2), This date has since been
extended to May, 1987 (Exh. H0-2, p. 2). Brighton substation is the
primary feed for wheeling power into the commercial and industrial
(Blackstone/Kendall) area of Cambridge., The Company alleges that
without this setvice, its system will be unable to supply peak demands
under single contingency conditions experienced at the time of peak
load (Exh. HO-N-3).

With thils filing, the Company requests the Siting Coun¢il's
approval to construct an underground 115 kv transmission line
approximately four miles in length beginning at Alewife Substation and
terminating on Putnam Avenue, and a 115 kv/13.8 kv substation at the
Putnam Avenue end of that transmission line, The propo=zed route for

this transmission line would extend under public streets in Cambridge.

B. History of the Proceedings

on June 30, 1983, CELCo filed with the Siting Council the

Company's Occasional Supplement to the April 1, 1282 Long-Range
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Electric Forecast ("Qocasional Supplement®) which included its
proposal for construction cf a 115/13.8 kv substation on Putnam Avenue
and a four-mile 115 kv underground transmission line along Memorial
Drive and the Charles River (hereinafter referred to as "Memorial
Drive/River Route®) to connect the proposed substation to Alewife
Substation (Exh, HO-1).

After due notice, on gseptember 20, 1983, the siting Council and
the Department of Public Utilities ("DPU") conducted a joint public
hearing in Cambridge, <The Siting Council and the DPU conducted a
pre-hearing conference on September 21, 1983.1

on December &, 1983, the Hearing officer issued a Procedural
order granting the petitions to intervene of the City of Cambridge;
petitioners Anninger, Martha and Paul Lavwrence, Brode, Vickery,
Wheeler and Lowery as individuals and as representatives of the
Heighborhood Ten Association ("Neighborhood Ten®™); petitioners
santoro, shatz, Warren, and Turrell as individuals and as
representatives of the Putpam and Westernh Avenue Tenants Assoclation
{"PWATA")}; Francis Hagerty; Dr. A.K. Solomon; and Don K. Price,

on December 19, 1983, the Siting Council conducted a second
pre=hearing conference to discuss the discovery schedule, On January
5, 1984, the Hearing Officer issued a Procedural Order reguiring the
Company to provide a written report of its interactions with relevant
government agencies and other interested parties concerning the

proposed transmission line. The Company submitted that report on

1 although the siting Council and the DPU agreed to jointly conduct
the public hearing and firskt pre-hearing conference, 2ach agency has
the authority to render an independent decision pursuant to its
particular statutory authority.
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January 11, 1984,

On April 2, 1984, the Siting Council conducted an'informal
technical session for the purpose of discussing the Company's
transmission and distribution systems,

on April 24, 1984, Neighborhood Ten requasted that the Hearing
Officer take measures to bring Bosaton Edison into the proceeding as
"an actiﬁe party or as an informal participant” in order to provide
information that Neighborhood Ten deemed essential for a determination
of need, on May 2, 1984, PWATA joined Neighborhood Ten in this
request, On May 24, 1984, the Hearing Officer informed Neighborhood
Ten and PWATA that it planned no immediate action regarding the
involvement of Boston Edison in the proceeding.

On May 22, 1984, the siting Council conducted an informal meeting
to discuss possible alternatives to the Company's proposSed Memorial
prive/River Route, On July 9, 1984, CELCo informed the siting Council
that, as a result of the May 22 meeting, the Company was pursuing its
investigation of alternative routes. On August 15, 1985, the Company
filed Amendment No. 1 to its June 30, 1983 oOccasional Supplement,
designating a new route, hereinafter known as the "City Streets
Route,™ as its primary alternate route, and another new route,
hereinafter referred to as the "River Crossing Route™ as its secondary
alternate route (Exh. HO-2).

After due notice, on January 21, 1986, the Siting Council
conducted a public hearing in Cambridge regarding the Company's
amended proposal for construction of the transmission line., The
notice of public hearing invited new partigs to file petitions to

intervene, At the same time, the Hearing Officer required all

existing intervenors to file a letter indicating their desire to
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continue as an intervenor in the proceeding,

on April 2, 1986, the Hearing Officer issued a Procedural Order
granting the petitions to intervene of Harvard College {"Harvard"):
the Massachusetts Institute of Technology (°"MIT"); and the
Metropolitan pistrict Commission ("MDGC"), At the same time, the
Hearing Officer noted that_Prancis Hagerty had not requested
continuation of his intervention, and Charles W. Hare had replaced Don
Price as an intervenor. All other intervenors requested to remain in
the proceeding,

The siting Council conducted a third pre-hearing conference on
April 13, 1986, to discuss the disgcovery and hearing schedule (Exh.
HO-3). At the pre-hearing conference, the Company submitted an
amendment ko its facilities proposal, designating the City Streets
Route as its proposed route (Exh. HDO-4). The Company did not
degignate an alternate route.

on July 11, 1986, the request of Charles W. Hare to withdraw as
an inkervenor was granted., On August 29, 1986, the Hearing Officer
granted Harvard's request to withdraw as an inktervenor,

On August 28, 1986, the Hearing Officer submitted certain
information requests to Boston Bdison in response to BECO's agreement
to respond to such requests (Bgh, HO-H6).

On September 22, 1986, the Siting Council conducted a fourth
pre-hearing conference to discuss a revisged discovery and hearing
schedule. At this conference, the Hearing Officer also ordered the
Company to file a letter designating its alternate route for the
trangmisgion line, as well as primary and alternate gites for its

proposed substation {(Exh. HO-7).

On September 25, 1986, the Company submitted a letter reaffirming
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the City sStreets Route as its proposed route and designating the
Poleyard as the proposed site for the proposed substation (Exh. HO-8).

on October 1%, 1986, the Company submitted a letter designating
the corner of Putnam and Western Avenue ag its alternate substation
site, describing said site as an "undesired and nominal alternative,"
At the gsame time, the Company Jdesignated the River Crossing Route as
its alternate transmission line route (Exh, HO-10).

The Siting Council staff conducted an evidentiary hearing on
November 24, 1986. The Company presented four witnesses at the
heating: Beauford L. Hunt, Supervisor of Facilities Planning; Robert
L. Pratto, Manager of Demand Planning and Forecasting; Harold W.
Eklund, Chief Electrical Ergiheer; and W. Stephen Collings,
Environmental Englneer. The Hearing Officer entered 97 exhibits in
the record, largely composed of the Company's responses to information

and record requests,

II. STANDARD OF THE REVIEW

Before it can approve an application to construct facilities
under 1ts jurisdiction, the Siting Council must find that the proposed
gonstructjon is consistent with its mandate to "provide a necessary
energy supply for the commonwealth with a minimum impact con the
environment at the lowest pcssible cost." G. L. ¢. 164, sec. 6%H. In
so doing, the S5iting Council determines whether plans for construction
of an applicant’'s proposed facilities are "...based on substantially
accurate historical information and reasonable statistical projection

methods.” . L. c. 164, sec, 69J,

The Siting Council requires applicants to Jjustify facility
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construction in two phases, First, the applicant must show that
facilities are needed, TFor an electric transmission system proposal,
the Siting Council has found that the inability of the existing system
to withstand the loss of any single major component is sufficient to
Jjustify the need for facilities to maintain reliability. 1In Re

Hingham Municipal Lighting Plant, 14 DOMSC 7, 12 (1986); Boston Edison

Company, 13 DOMSC 63, 67 (1985); Taunton Municipal Light Plant, 8

DOMSC 148, 154 (19382); Commonwealth Electric Company, 6 DOMSC 33,

44-47 (1981), Altermnatively, the Siting Council might base its
determination of need on other considerations, such as forecasted
reliability problems associated with load growth ot a balance of cost

advantage versus environmental impact, Massachusetts Electric Company

et al,, 13 pomsc 119, 133 and 188 {1985); Boston Gas Company, 11 DOMSC

159, 163 (1%84).

Second, the applicant must show that the proposed construction
plan is superior to the alternatives in satisfying the identified
need. The applicant must demonstrate that it has identified a
reasonable range of practical alternatives, including non-construction
alternatives, and evaluated all of the options on an equal basis. The
proposal and alternatives are compared on the basis of the
environmental impacts and costs of maintaining a secure and adequate
power sourcge, all of which must be consistent with the sSiting

Council's statutory mandate, In Re Hingham Municipal Lighting Plant,

14 pOMSC 7, 12: Massachusetts Electric Company et al,, 13 DOMSC 119,

133, 188 {1985}; Boston Edison Company 13 DOMSC 63, 67, 68 (1985).
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III. REVIEW OF THE NEED FOR THE PROPOSED FACILITIES

A. Description of the Existing System

Figure 1 shows the existing CELCo system facilities, including
generating stations, substations, and transmission lines. The Company
provides power through its own generation and through power wheeled
into Cambridge via BECo transmission lines,

The Company's system iz split into two electrically independent
load areas, as shown in Figure 2. The Company refers to the southeast
area as "the South Island,™ and the remainder of the City as "the
North Island" (Exh. HO=N-3, p. l0).

The Company owns and operates two generating stations, Kendall
Station ("gKendall") and Blackstone Station ("Blackstone"} (Exh,

HO-5). Power which is wheeled into the City of Cambridge from Boston
Edison enters the CELCO system at three interconnection points: (1)
from Brighton Substation, 55 Mw of capacity is imported at Blackstone
substation; (2) from Somerville, 84 Mw of capacity is imported at
Prospect substation; and (3) from Boston Edison Substation No. 509
located in the North Islard, 50 Mw of capacity is imported at Alewife
Substation {rTr. 29).

all four of the Company-owned substations (Alewife,2
Blackstone, Kendall, and Prospect) operate at 13.8 kv, This is
consistent with the existing CBLCO transmission system, which also

operates at 13,83 kv. The Company is curcvently in the process of

2 The CELCO owned portion of BECo's North Cambridge substation is
known as Alewife Substation.
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installing a second transformer at Alewife Substation, to provide
support for the existing transformer at that substation, Installation
of this second transformer at Alewife, planned to be completed in
1987, will bring the @ormal capacity of the CELCo system to 348 Mw
(Exh. C-1-2).

also illustrated on Figure 1 are facilities in Cambridge which
are not owned by the Company, Boston Edison maintains two 115 kv
transmission lines, each consisting of two cables, which run through
the City of Cambridge, and 115 kv substation, Boston Edison Substation
No, 502, Also in the City, Boston Edison owns a 345 kv transmission
line, consisting of two cables, running from its Substation No. 502 to

its sSubstation Nos. 211 and 250 {not shown) (Exh., HO~1, p., 26).

B, Adequacy of the Existing System

The Company asserts that new facilities are needed because its
existing facilities will be inadequate to ensure a reliable supply of
power £o the South Island of the system in the absence of
interconnection with BECO's Brighten Substation. BECO has informed
the Company that the Brighton intercennection will not be providing
service to the Company beyond May, 1987. The Company notes that
without the Brighton interconnectipn, the power normally taken over
these cables must enter the system at either Alewife Substation or
through Somerville Substation. The Company claims that these
interconnections would reach their thermal limits at peak load
conditions because of the heavy power flow, even though all existing

internal generation is on line, CELCo argues that if all generators

are operating at maximum output, further control of power £low on the

-11-
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Alewife and somerville interconnections is only achievable by load
sheddin93 {Tr. 31},

The Company identifies several single contingency Situvations
which would cause equipment overload and veltage degradation without
disconnection of major load sources. In additioen, the Company
indicates that based on its latest forecast of peak load growth, even
if the Brighton Substation remained intercgonnected, CELCo would be
unable to meet total connected load as early as 1991 in the event of a
50 Mw single contingency (Exh. HO-N-8}.

The Company provides reliability standards for evaluating the
adequacy of its transmission system; describes its methods and
agsumptions for calculating loadings on individual system elements;
and attempts to show that, in several instances, the loadings
calculated for several system elements exceed the capacity limits
dictated by the Company's reliability standards,

In regard to reliability standards, the Company presents the
"rReliability standards for the New England Power Pool" {°NEPOOL
Standards") and the "Basic Criteria for Design and Operation of
Interconnected Power Systems" of the Northeast Power Coordinating
Council (°"NPCC Standards"™) (Exh. HO-N-1(b)), Both the NEPOOL and NPCC
standards require that all eguipment operate within normal capacity
limits when there is no contingency and within emergency limits

following any reasonably expected contingency.4 Thege gtandards

3 wpcad shedding" is defined as the reduction of system demands by
systematically, interrupting in a predetermined sequence, the load
flow to major ecustomers and/or distribution ecircuits, normally in
response to system or area capaclty ghortages or voltage control
considerations. :

4 "normal® and "emergency"” limits refer to the maximam {continued)

—-]12=-
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alzo require that transmission systems be designed so that loss of
critical system elements will not adversely affect the stability of
the 5ystem.5 In addition, the Company requires all transmission
system voltages be within plus and minus £ive percent of the nominal
13.8 kv levél to provide voltage to customer equipment which falls
within the accepted standard range designed for the equipment by the
manufacturers, In actual practice, CELCo states that the voltage on
its system is contreolled within a much tighter tolerance than plus and
minus five percent, The Company notes that typlcally, the veltage
variation on the system is closer to plus and minus two or three
percent (Exih. HO-N-2).

The Siting Council consistently has found that transmission
systems should have line leoadings that are within neormal ratings under
normal conditions and within emergency ratings after a contingency.

In addition, the Siting Council concurs that the CELCo system shoulgd
be able to maintain its stability and its required wvoltage levels in
the event of a contingency. PFallure of the system to meet these

standards might be reasonable proof that the existing system is

{footnote continued)

amount of power (in MVA} that a transmission line can carry under
normal and emergency conditions, A transmission line that is loaded
beyond its capacity limits can suffer permanent physical damage,
shortened life expectancy and increased probabllity of failure in
service, A "disturbance"™ or "contingency" might be the loss of
gervice of a malor system element, such as a major transmission line,
transformer, or generating unit, In Re Boston Edison Company, 13 DOMSC
63, 70 (1985),

5 wgtability" refers to the ability of an alternating current (*ac*)
povwer sSystem to maintain its integrity following a disturbance, The
possible consequences of instability include permanent damage to
generators and widespread loss of electrical service to customers for

a long period of time, In Re Boston BEdison Company, 13 DOMSC 63, 70
(1985).
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inadequate. In Re Boston Bdison Company, 13 DOMSC 63, 70 (1985).

To calculate lcadings on individual system elements, CELCo uses
the technigue known as "load flow amnalysis,™ This analysis requires
the Company to determine voltages at certain key points in the system
and lcadings on specific transmission lines and transformers, under
pre-specified conditions. The Company compatres these veoltages and
line loadings with egquipment ratings to determine if reliability
standards are being violated. The pre-specified conditions include
assumptions as to the level of system demand; the distribution of
demand among various points in the system; the amoﬁnt of powver
provided by individual generating units; the operéting characteristics
of relevant transmission lines and transformers; and the configuration
of relevant transmission lines, transformers, generators, demand
nodes, and breakers. A full analvsis also reguires specificaticon of
the contingencies that the system should be able to withstand. (Tr.
40, 41).

"Exposure hour analysis™ was done as part of the Company's load
flow analysis. Such an analysis reveals the percentage of time during
which the occurence of contingencies would require a response (e,g.,
load shedding) to insure system rellability. The results are a
function of the load level at which the outage occurs and the number
of hours which the load level is expected to equal or exceed the level
of capacity remaining on the 3ystem to serve load {(Exh. HO-N-§}.

The load flow analyses copnducted by the Company were performed in
the following manner, Firs:t, the contingencies were analyzed at the
projected 1986 peak load level of 259 Mw, assuming the Brighton

interconnection in service., Next, the analyses were conducted

assuming the Brighton interconnection in service as well as the

-14-~
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addition of a gsecend transformer which the Company expects to have
installed at Alewife Station in 1987, assuming a prodjected peak load
level of 267 Mw for that year, Third, CELCo analyzed load flows in
1991 assuming the second Alewife transformer in service and the
Brighton interconnection still available at a peak load level of 287
Mw for that year, Finally, the Company repeated this analysis for
1991, except that the Brighton interconnection was not assumed to
operate, so as to reflect the system configuration after the Company
loses this service (Exh, HO-N-5(a), HO-N-5(b), HO-N-6(a), HO-N-6(Db),
HG=-N-10{a), and HO-N-10(b}).

In its load flow analysis and exposure hour analysis, the Company
used the 1985 long-range peak load forecast as presented in Table 1
(Exh, HO-N-27(b}), The peak load forecast is provided in a bandwidth
format, illustrated in mable 1 (Exh. HO-N¥-27(b)). Confidence
intervals at the 90 percent and 95 percent level define boundaries of
several possible escalation rates from 1985 through 2015, CELCo used
a base case demand forecast and the upper 95 percent bound for
facility planning 2o that system planners are 95 percent confident
that the system peak demand will fall within the upper and lower
bounds. Since installed facilities wust be dezigned to meet actual
peak demand in future years, CELCo plans its facilities against a 95
percent bound of the forecast which includes a reserve margin (Exh.
EO-N-3, p. 11).

The Company's 1986 long-range peak load forecast exceeds the
valnes in its 1985 forecast (Exh. HO-N-27{¢}). The Company's demand
forecast methodology was unconditionally approved in 1984, In Re

Commonwealth Electric Company, 12 DpOMSC 39, 50 (1985), and in 1986 In

Re Commonwealth Rlectric Company, 15 DoMSC _ , _ (1986). For the
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TABLE 1
CELCo 1985 Long-Range Load Forecast

Summer Peak Load (MwW)

Upper Upper Lower Lowar

Bound Bound Base Bound ' Bound
Yeatr 95% 90% Case 90% 95%
1985 243 241 230 219 217
1886 289 256 244 233 230
1987 267 264 251 239 236
1988 271 269 255 242 239
1989 277 274 260 246 243
1990 283 279 264 2590 246
1891 287 284 268 253 250
1992 291 288 271 255 252
1993 296 292 275 258 254
1994 300 296 277 259 255
1995 302 2948 279 261 257
1296 304 300 281 263 258
1997 3086 301 282 264 259
1938 108 304 284 265 261
1999 310 306 286 267 262
2008 312 307 287 267 263
2001 315 311 290 270 266
2002 320 315 293 273 269
2003 324 319 297 276 272
2004 328 323 301 279 275
2005 332 327 305 282 278
2006 335 331 309 285 281
2007 341 335 313 288 284
2008 346 339 317 291 287
2009 351 343 izl 294 290
2016 3546 348 325 297 293
2011 36l 353 329 300 206
2012 Jba 358 333 303 299
2013 371 363 337 306 382
2014 376 368 341 3069 305
2015 gl 373 345 312 308
Compound
Annual
Growth Rate

1.51% 1.47% 1.36% 1.19% 1.17%

=-16=-



Al

-206-

putposes of this proceeding, the Siting Council accepts the Company's
19386 peak load forecast.

In several recent facilities cases, the Siting Council has
accepted load flow analysis as a reasonable calculation method, In Re

Massachusetts Electric Company et al,, 13 DpOMSC 119, 133 and 189

{1985); Boston Edison Company, 13 DOMSC 63, 71 (1985); Boston Edison

company, 3 poMsSC 81 (197%). In these cases, however, the 5iting
council has carefully reviewed the assumptions used by Companies in
these analyses, 1In this case, the Siting Council finds that the use
of load flow analysis is appropriate, but reviews the Company's input
assumptions, including the record of actual occurrences of the
conditicng that are used to show the need for the line, The various

contingencies expleored by the Company are described in detail below,

1) Loss of alewife Transformer

The first contingency addressed by the Company is the loss of the
transformer at Alewife substation, assuming that the Brightbn
interconnection remains in service. This is the largest single
contingency which the Company plans for and would result in a loss of
50 Mw of capacity. At a peak locad of 259 Uw (a condition expected to
occur during 17 hours in 1986 s), load sheddinj would be required if
the Alewife transformer were out of service, The Company's concern
hetre revolves around the thermal limits on the transmission lines from

the Prospect Bulk Substation to Morth Cambridge Substation, and the

6 The periocd of time at which the Company expects to shed load under
specific circumstances is a statistical determination and not
necegsarily a continucus period of time,
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Somerville transformers. Power flow through the two Somerville
transformers exceeds normal operating limits even with 23 Mw of load
shedding (Exh., H0-N-5{a)). Under this circumstance, the Company would
be forced to shed 23 Mw of lcad from Prospect Bulk and Alewife
Substations during 17 hours te reduce flow through Somerville
transformers (Bxh. HO-N=-5(a) and HO=-N-8).

In 1987, the Company expects to complete installation of a second
transformer to the 115 kv bus at Alewife substation. According to the
Company's load flow analysis, the addition of the second transformer
postpones the estimated need to shed load until 19%1, provided that
the Brighton interconnection is still in service, since CELCo could
use internal generation to support the system so that the Somerville
lines operate within normal limits (Exh. HO-N-6{a} and HO-N-8).

But in 1991, with the sscond transformer at Alewife Substation
and the Brighton interconnection still in service, the Company alleges
that failure of an Alewife transformer would cause overlcading on the
Prospect Bulk to Alewlfe Substation tie lines as the Prospect Bulk
source tock on some of the lead (Exh, HO-N-10(a))., One Mw of load
ghedding would be reguired for a period of two hours (Exh., HO-N-8).

With the loss of the Brighton interconnection in 1991, loss of a
tranformer at Alewife Substation would place Increased load on the
remaining transformer and CELCo would approach the operational limit
at somerville Station. 8ystem-wide load shedding would be required,
By disconnecting 41 Mw of load during an expected ninety-two hours,
the system would be allowed to functioen but overleoads would remain on
the Somerville substation and transmission lines (Exh. HO-N-10{b) and

HO-N-8},

-18-
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CELCo reports that it actually experienced loss of the Alewife
transformer on June 23, 1982, Since the system load was 140 Mw and
there was sufficient generaﬁing capacity available within the City, no
major load shedding was required, although there was a temporary loss
of load before switching to alternate sources (20 Mw for approximately
thirty-five minutes) (Exh., HO-N-7({a}). Accordingly, the S8iting
Council finds that the loss of the Alewife transformer is a reasonable
contingency to consider when determining the adequacy of the Company's

existing facilities,

2) Loss of Prospect Bulk Bus and Twe Tie Lines

The Company states that undetr a situation where CELCo lost the
Prospect Bulk Bus and two tie lines, locad shedding would be reguired
to protect the two transmission lines between the Prospect Bulk bus
and the Somekville Substation. At and above 94 percent of peak load
{a situation that occured during ten hours in 1986), 16 Mw of load
shedding would be required for a ten hour period from feeder busses at
Prospect Substation to reduce the power £low on the remaining two
gomerville tie lines to within emergency limits (Exh. HO-N-5{a) and
HO=-N=8) .

The Company states that in 1987, with the second transformer at
Alewife Substation, loss of two of the Somerville tie lines would
still place a burden upon the remaining two tie lines, but no load
disconnection would be required and voltage levels would remain within
normal limits (Exh. HO-N-6(a) and HO-N-B),

The Company states that in 1991, with both the Brighton

interconnection and the second transformer at Alewife Substation in

=19-
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service, loss of Prospect Bulk sSubstation bus with twe tie lines would
cause the remaining two Somerville Substation tie lines to be at their
emergency rating, but still no load shedding would be required, and
normal voltages could be maintained by adjusting the voltage at
Brighton Substation (Exh, HO-M-10(a) and HO-N-8).

The Company states that after the Brighton interconnection is
expected to terminate in 1991, loss of the Prospect Bulk bus with two
tie lines would cause overloading on the remaining tie lines betwesen
somerville and Progpect Bulk Substations, To control flow on these
two lines, one transformer at Somerville gubstation would need to be
disconnected in order to increase power flow into the system from
Blewife Substation. All internal generation would be treduired to be
on line, and 26 Mw of load shedding from Prospect Bulk Substation with
an additional 20 Mw of lcoad shedding systemwide for a 132 hour period
would be required to maintain normal operating limits on the
somerville tie lines (Tr. 32; Exh. HO-N-10(b} and HO-K-8).

Although this contingency has never ogcurred, the Company states
that the possible logs of the Prospect BuUulk bus must be examined
because of the magnitude of capacity that would be lost and the lenath
of time required to restore those facilities to normal (Exh.
HO-N-7(a)). Accordingly, the Siting Council finds that loss of the
Prospect Bulk Substation and two tie lines is a reasonable contingency
that must be considered in order to determine whether the Company's

existing facilitles are adequate.

3) Losa of Kendall Station Unit 3

CELCo's lead flow analysis indicates that loss of Rendall Station

T
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Unit 3 in 1986 at peak load conditione of 2%9 Mw would not result in
any 1osg of load (Exh. HO-N-B),

The Company states that with the installation of the second
transformer at Alewife Substation in 1987, loss of Kendall Station
Onit 3 would still not be c¢ause for load shedding at the forecasted
peak load of 267 Mw (Exh. HO-¥-8 and HO-R-6(a)).

CELCo estimates that in 1991, assuming both the second Alewife
transformer and the Brighton interconnection in getvice, failure of
Kendall Station Unit 3 would reduce the ability to control power flow
on the Brighton tie lines but load shedding could be avoided by
pushing the remaining Kendall Station jets to the maximum capability
(Exh. H0-¥-10{a) and HO-N-8).

According to the Company, without the Brighton interconnection in
1991, the loss of Dnit 3 would prevent the Company from controlling
tie 1ine flows, resulting in overload of facilities at Somerville
Substation. Load shedding of 20 Mw at Kendall gSubstation and 10 Mw at
Prospect Bulk substation would be the minimum required for
thirty-three hours to reduce the flow to within operating limits at
Somerville Substation (Exh. HO-N-10(b} and HO-N-8).

The Company has reported eighteen outages of Kendall gtation
Unit 3 singe 1976, In each case, no load shedding was required, The
following is a list of the fcrced outages of Unit 3 since 1976 (Exh.

BO-0-7{a)):

-21-
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Kendall station Unit 3 Forced Outages

Date Duratison Ccauge of putage
1976 September 1 24 Hours Repair Steam Line Flange
1978 Pebruary 2 24 Hours Boiler Tube Repair
1978 August 2% 24 Hours Repair Condenser Leak
1979 January 21 96 Hours Repalr Boiler Tube Leak
197% January 26 48 Hours Repair Boiler Tube Leak
1980 May 13 9282 Hours¥ Major Generator Field Repairs
1981 July 11 24 Hours Repalr Ccondénser Leak
1981 July 17 24 Hours Repair Turbine Steam Valve
1981 october 30 24 Hours Repair Boiler Fuel Qil valve
1981 November 24 24 Hours Turbine Balance Move
1983 March 14 24 Hours Rotor Inspecktion
1983 oOctober 1 48 Hours Repair Desuperheater
1983 Dpecewmber 12 18 Hours Repair Turbine Governor
1984 January 12 29 Hours Repair Exciter
1984 Pebruary 10 31 Hours Repalr Main Breaker
1984 April 13 8 Hours Repair Exciter
1985 January 15 59 Hours Repair Throttle vValve
19285 July 19 5 Hours vibration Problem

* Kendall Station Unit 3 was forced out of sarvice from May
13, 1980 (5549 hours in 1980) until June 4, 1381 (3733 hours
in 1281), for a total outage of 9282 hours.

The Siting Council notes that without the Brighton
interconnection in 1991, load shedding would be reguired if Unit 3
went out of service. Accordingly, the Siting Council finds that the
loss of Kendall Station Unit 3 1s a reasonable contingency to

congsldered in determining whether the Company's existing facilities

are adeguate.

4) Summary

The Siting Council finds that the Company's assumptions in
analyzing contingencies and conducting load flow analyses are
reasonable because they are based on accurate historical information

and an approved demand forecasting methodology, The information

provided by the Company indicates that if the projected levels of load
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are considered in conjunction with contingencies and generation
conditions which have occurred in the past and reasonably could occur
in the future, unacceptable transmission system conditions would
result, Accordingly, the gSiting ¢Council finds that the Company's
existing facilities are inadequate to ensure a reliable supply of
power to the North and South Islands of the Company's system in the

future,

C. Alternatives

1} Won-construction Alternatives

The Company has indicated that 23 mw of load shedding may be
required with the largest single contingency in 1986, Thus, to solve
the reliability problems cited above, & non-construction alkternative
would have to account for load reductions of at least 23 Mw in 1986,
In 1991 without the Brighton interconmection in service, as CELCo
expecte, the lardest sindle contingency would regquire a total of 46 Mw
of load shedding, so a non-construction alternative would have to
account for load losses of 456 Mw by 1991,

To explore the viability of a noth-construction solution to the
reliability problems, the Company evaluated the potential of load
management to deliver sufficlent levels of lcad reductions within the
required lead times jdentified in these contingency analyses,

although specific end-use data necessary to support an
independent load management analysis for the City of Cambridge were

not available, CELCc based its estimates of load management potential

on a similar estimate for (ommenwealth Electric Company. The Company
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states that relative to load growth over the time period from 1986 to
1995, the amount of gross load management potential is considered to
be much less than the incremental 1load growth, CELCo therefore
estimates the total load management potential for its service
territory to be 19 Mw In 1995, As a result, CELCo believes that leoad
management potential cannoct be relied upon sclely to eliminate the
need for additional supply to the CELCo system (Exh. HO-N-23{a} and
HO-N-23(b}}.

The Company also asserted that there ig limited potential for
cogeneration within the City of Cambridge. Presently, the only plan
envisioned by the Company is a 25 Mw proposed facility at MIT, for
which no commitments or construction schedules have been released
(Exh. HO-N-24(a) and HO-N-24(Db)). The Company argues that even with
the addition of thig 25 Mw cogeneration facility or an equivalent
production souree, the need for the proposed transmission facilities
would not he eliminated since the Company estimates that a total of 46
Mw of load shedding will be reguired in 1991 (Exh, HO-N-2Z4(a) and
HO-N-24(Db)}.

The Company states that even after combining estimated load
management and cogeneration resources, additional load shedding would
be reguired in 1991 without the Brighton interconnection in service.
Even if 19 Mw of load management were available in 1%91, as opposed to
1995, and 25 Mw of cogeneration were also available at that time, 1 Mw
of load shedding =till would be required if the Prospect Bulk bus and
two transmission tie lines were lost and the Brighton interconnection
wera out of service.

The Company also examined other non-construction alternatives,

including: enlarging the existing transformer banks at Brighton
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stakion; tapping the existing BECo 115 kv transmission cables which
extend from BECo's Mystic station to Brighiton Substation; and
utilizing a portion of BECo's existing duct system running through the
City of Cambridge. The facilities at Brighton Substation were unable
to be enlarged, due to space limitations and BECo's concern that these
facilities were already the largest on the BECo system (Exh, HO-1, p.
6), The transmigsion cables between Mystic Station and Brighton

substation (into which CELCo's Prospect Substation supply is already

tapped at Somerville Substation) are already overloaded under
contingency conditions in the BECo system, Finally, since there were
no spare ducts in BECo's existing duct system, the Company was unable
to obtain such facilities (Exh. HO-1, p. 6, 7).

Accordingly, the Siting Council finds that the Company has
adegquately considered non-construction alternatives., The Siting
council Eurther finds that since these alternatives are not
practicable, there is a need for additional facilities to ensure a

reliable supply of power to the City of Cambridge.

2} Construction Alternatives

To satisfy the need for the facilities identified ahove, the
Company examined three constructicn options for capacity expansion:
distribution expansion; deneration expansion; and new transmission.

Of these, the Company has determined that the transmisszion plan is the
most desirable option because the plan has the lowest total revenue

requirements and offers superior performance (Exh, HO-N-3, p. 4}. The

=

revenue requirements for each of the plans are as follows {(Exh,

HO-C=T7):
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Revenue Requirements

1986 pollars

Iotal
Distribution Plan $561,578,000
Generation Plan $599,594,000
Transmission Plan $547,313,000

The distribution expansion plan involves expanding and improving
the existing 13.8 kv distribution gsystem. This would allow capacity
increments to ke installed as needed, closely following peak load
growth, Expanding the distribution system would also achieve high
system reliability because many of the system elements would carry a
comparatively small amount of the total power transfer (Exh. HO-N-3,
p. 2, 13, 16},

The primary difficulty the Company sees with the distribution
plan is the power transfer capability of the low voltage system, The
Company argues, however, that cohnversion to a higher voltage (34,5 kv)
would bhe expensive and time consuming. A Jdistribution system
expansion plan is therefore limited to the existing 13.8 kv voltage
{Exh. HO-N-3, p. 2, 13, 183,

Because the existing 13.8 kv distribution system is approaching
its power transfer capability, the Company prefers to minimize the
distance between power scurces and load centers. With reductions in
tie line capacity to the BECo system, sources of generation within the
CELCO 8ysStem would have to be relied upon heavily. However, existing
internal generation sources alone cannot be relled upon to meet

demand, regardless of where these gources are situated within the

gystem (Exh, HO-N-3, p., 2, 16).
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The distribution plan has a lifetime of approximately 24 years,
beyond which further capacity increases would be difficult. The
distribution plan would alse rely on maintaining internal power
generation sources indefinitely and reguire a substantial amount of
street trenching to install a network of Jucts for transmiseion
cables, The plan could also encounter unforseen construction cests,
exceeding the estimated costs, (Exh. HO-N-3, p. 26, 29).

The generation plan inveolves construction of additional sources
of capacity within the CELCo system and the necessgsary additions to the
13,8 kv distribution network to accomodate those additions. The
generation plan, like the distribution plan, wculd allow for
incremental capacity installations to closely follow system load
growth, and for desirable voltage regulation throughout the system
(Bxh. HO~-N-3, p. 3, 26, 29).

The Company states that the generation expansion plan weuld
require the renovation of Hampshire Street sSubstation and permanent
modifications to Progpect Street Substation. The power source for
Hampshire Street Substation would be two 25 Mw combustion turbines (to
offset the initial loss of 55 Mw from the Brighton interconnection},
to be installed at Kendall station. This plan would also reguire the
Company to install two additional 25 Mw generators at Eendall Station
in the seven years which follow to meet system demand, and add a fifth
25 Mw generator around 2010 to accommodate system growth (Exh. HO-N-3,
p. 26).

The Company regards the generation plan as undesirable for
several reasons, First, this plan entails the greatest capital and

energy production costs of the three expansion options, The

generation plan alsc has the greatest short circuilt power magnitudes
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of the three plans.? The generation plan faces environmental
constraints and would be subject to a lengthy permitting process, As
is true for the distribution plan, the generation plan would result in
no future interconnectians with the BECo gystem other than at Alewife
Substation, and would result in dquestionable reliability for the South
Izland (Exh, HO-N=3, p. 3). In summary, the Company believes that the
generation plan has the highest capital and energy costs among the
opticns, relying on expensive gources of power generation and
exhibiting undesirable operational behavior in later years.

The transmission plan involves construction of a higher voltage
transmission system in the City of Cambridge which would supply the
existing 13.8 kv system. CELCo states that the 115 kv transmission
system would be used to wheel bulk power to several key distribution
points in its system. At these locations, substations would step the
voltage down from 115 kv to 13.8 kv and then send the power into the
existing distribution system (Exh. HO-N~3, p. 34, 35, 38).

The Company states that the transmission plan would provide
better voltage control; reduce shert cirecuit power magnitudes;
esgsentially eliminate power transfer constraints up to the 450 Mw load
level; provide for improved operating flexibility; provide a

convenient means for a second interconnection with the BECo system in

7 "sShort circuit power™ is a measure of the electrical current
delivered by the electrical system to a point of fauwlt on the
electrical system., A fault is the failure of a piece of electrical
equipment so that energized condactors come into direct contact with
the earth or any return path back to the source of electrical energy.
This fault or shert circuit path inherently presents a very low
resistance to the flow of electric current giving rise to high
currents within the electrical system. This abnormally high current
would then be detected by protective relay equipment which can control

the operation of poWer circuit breakers to open and disconnect the
failed equipment from this remainder of the electrical system (Bxh.

HO-D-1}.
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future years; entalls the lowest total and energy production costs of
the three plans; is the least sensitive to load growth; requires the
least amount of modification to the existing 13.8 kv system:; and
permits future retirement of all internal sources of generation.
rinally, the CELCo states that the transmission plan is the only
option capable of meeting system demand beyond the 350 Mw load level
(Exh, HO-N-3, p. 34, 35).

The Company alsoc notes that while the transmission plan has its

capital revenue requirements that are 9,8 percent higher than the
regquirements for the distribution plan, the transmission system will
provide 28 percent more capacity than the distribution plan (450 Mw
versus 350 Mw) (Exh. HO-N-3, p. 4).

The Siting Council finds that the Company has adequately egamined
both distribution and generation options in order to meet the need
established in Section III. B, Accordingly, the Siting Council f£inds
that the transmisgssion plan is preferable to both the distribution plan

and the generation plan,

V. DESCRIPTTION AND COMPARISON OF PRQPOSED FACILITIES AND

ALTERNATIVES

A, Pescription of the Proposed Facilities

1) The Transmissicn Plan Qverview

: The transmiesion plan involves construction of both a 115 kv/13.8

I |

kv substation and 115 kv transmission line, The proposed substation,

Putnam sSubstation, would be constructed on a Company-owned parcel of

= 20—
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land on Putnam Avenue in Cambridge and connected to Alewife Station by
means of the proposed 115 kv transmission line (Exh. HO-1, p. 3).

The transmission line would consist of two pipe-type cables,
e¢ncloged in a welded six to eight inch steel pipe and immersed in
non-PCB {polychlorinated biphenyl) mineral insulating oil. Each cable
will have a nominal capacity of 200 Mw (Exh. C-1-3). The Company
asgserts that although pipe-type cables are in general, extremely
reliable, the Company would install two cakles for redundant supply to
the proposed substation,

Each of the pipe-type cables would consist of three insulated
copper conductors in the oil pipe and would be maintained at a
pressure of 200 pounds per sduare inch aggomplished by means of an oil
pumping plant located at Alewife Substation, The entire system would
be cathodically protected and grounded, The proposed line would be
built so as to conform to the DPU's Code for the Installation and
Maintenance of Electric Transmission Lines {Exh, C-1-3),

According to the Company, construction of the proposed pipe-type
transmission cables would require digging a trench at least thirty
inches deep ko accommodate placing the two coated steel pipes
approximately two feet on center apart from each other into a concrete
envelope, The Company has stated that the trench would be opened to
the required depth and would not exceed 500 feet of continuous, open
trench at any one time; at the end of each work day, the trench would
be backfilled to within £ifty feet of the most recently completed pipe
joint with steel plates placed over the trench to allow access to
homes or businessas, According to the Company, several work crews at

various locations would be emploved to expedite construction of the

project. After completion of temporary paving by the Company, CELCo
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has stated that all excess backfill materjial would be removed from the
site. The pipe-type cables would be encased in a minimum of three
inches of concrete and located a minimum of thirty inches below final
grade., The Company has stated that the surface_of the trench would be
restored to a condition at least equivalent to the conditions which
existed before the project began (Exh, C-1-3).

The proposed transmission line is designed to minimize the need
for manholes and any repaving of city streets would conform to the
standards of the city, state, or other agency having jurisdiction,.
CELCo states that throughout the project construction, the Company

will make available a representative to address the concerns of local

residents that might arise (gExh, c-1-3).

2) The Proposed 115 kv Transamission Line

a, Proposed Route

The transmission plan entalls construction of a 115 kv
transmission line approximately four miles in length from Alewife
Station to the proposed substation on Putnam Avenue, The City Streets
route, as shown in Figure 3, begins at Alewife Substation and travels
south along Wheeler Street and then southeast along Concord Avenue
until reaching Bay State Road and heading in an easterly direction,
The route then turns off Bay State Road onto Field Street umnkil
reaching Garden Street. The route continues southeast along Garden
Street until reaching Chauncy Street, where it heads east and crosses

Massachusetts Avenue onto Everett street. The route continues east

along Bverett Street until reaching Oxford Street. Heading south
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along Oxford street, the route turns east onto Kirkland street and
then south onto Quincy street, through Quincy sguare and onto Bow
Street, Turning off of Bow Street and ontg De Wolfe Street briefly,
the route then heads east along Mount Auburn Street until reaching
Banks Street., Continuing south along Banks Street, the route then
turns east onto Hingham Street and then south onto Putnam Avenue,
crossing Western Avenue, and terminating at the site of the proposed

substation on Putnam Avenue, {(Exh, HQO-2 and ¢~-1-3},

el AL

The Company has stated that prior to construction, CELCo will
perform a detailed study of the selected route including existing
underground structures and utllities, traffic conditicns, planned
street improvements, and grades, The Company states that it
eventually will determine the precise location, width, and depth of
all trenches along the selected route in accordance with study results
{Exh. C-1-3),

The costs of constructing the prOpﬁéed trangmission line route in
Dctober 1984 dollars can be found in Appendix A. The proposed route
has an estimated present value cost of $9,699,000 if the sunbstation is
constructed at the proposed location and $9,114,000 if the substation

is constructed at the alternate location., The Company estimates that

final engineering design, acquisition of material and construction
would require thirty months after regulatory approvals have been

Obtained [Exh. HO-l; Pe 5)-

b. Alternate Route

—
H

The Company has also proposed an alternate route ("River Crossing

Route") between Alewife Substation and the preoposed substation
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iocation as sheown in Filgure 3., Like the proposed route, the alternate
route begins at Alewife Substation and heads south on Wheeler Street,
turning Southeast onto Concord Avenue. Here, the alterhate route
heads gouth along the Boston & Maine ﬁailroad line and then crosses
Fresh Pond Parkway heading southeast along Vassal rLane until reaching
Sparks Street where it heads south, crossing Craigie gtreet onto
Brattle Street., Travelling along Brattle Street turning south onto
Willard Street, the route enters the Charles River Basin Naticnal
Register Dpistrict. The route proceeds to cross the Charles River into
Boston, travelling southeast élong the river through Boston and
re-crossing the river back into Cambridge onte Hingham Street.
Following Hingham Street in an easterly direction, the route then goes
south on Putnam Avenue until reaching the site of the proposed
substation (Exh. C-1-3).

According to the Company, locating the transmission line along
this alternate route would not alter the proposed facility, which
would bhe constructed using the same practices as would be used on the
proposed route with the exception of the river crossing. 2 manhole
would be installed at each side of the river crossing and a trench
would be dug along the river bottom between the manholes approximately
ten feet wide and four feet deep. A six inch layer of clean gravel
would be placed in the trench, upon which the two pipe-type cables
would be placed and then covered with a minimum of at least three feet
of clean thermal sand or gravel to maintain thermal conductivity (Exh.
HO-2, p. 7}.

Final engineering design, acquisition of material and

construction is also estimated to require thirty months from obtaining

all necesgsary permits (Bxh, HO-2, p. 7). The costs of constructing
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the alternate transmigsion line route in Qctober 1986 dollars can be
found in Appendix A. The alternate route has an estimated presSent
value cost of §9,009,000 if the substation is constructed at the
proposed location and $8,425,000 if the substation is constructed at

the alternate location,

3. The Proposed 115 kv/13.8 kv substation

In addition to the proposed transmission line, the transmission
plan requires the construction of a 115 kv/13.8 kv substation in the
vicinity of the existing Blackstone Station. CELCoO believes that
locating a substation on Putnam Avenue would allow the transformers to
be located near the load center, which in turn would allow for better
voltage regulation (Exh., HO-N-3, p. 4). As proposed, the substation
would initially c¢ongist of an eight-breaker, 115 kv ring bus with two
of the positions being used for the proposed dual-cable transmission
line and two positions being uged for twWo 50 MVA transformers. The
Conpany states that two transformers are reduired because the low
impedance8 of the supply circuit causes transformers to load heavily
{Exh, HO-N-3, p. 34},

To construct the proposed substation, CELCo would clear the =mite
of the proposed substation and level all buildings or obstructions. 2
reinforced concrete slab would be poured to serve as the foundation
for the substation, The substation would consist of a two-skory

70-by-100 foot building and a one-gtory 75-by-105 foot building. Both

8 Impedance is the total opposition offered by an electric circuit
to the flow of an AC circuit of a single frequen¢y: it is a
combination of resistance and reactance and is measured in ohms.
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buildings would be steel-framed and constructed with masonary brick,
The transformers would be enclosed with soundproof blocks and located
inside the single story building, The site would also be fenced and
enclosed (Exh. ¢~1-3, HO-F-3).

CELCo states that it will design the substation so as to blend in
with the surrounding area, and to meet or exceed the reguirements of

all state and local ordinances (Exh. C-1-3).

4, Proposed Location

The proposed locatiocn is on a parcel of Company-cwned land known
as "the Poleyard” and located on Putham Avenue as shown in Pigure 3.
The proposed substation would be the southeastern terminus of the
proposed transmission line and its site has been planned for a
location where it can easily connect into CELCo's distribation system
(Bxh., C-1-3),

The proposed location is zoned for business, professional offices
and multi-family dwellings. ALt present, the Company leases use of a
portion of the Poleyard site to a private business. CELCo uses the
remainder of the site for storage of Company equipment (Exh., ¢-1-3).

The cost of constructing the substation at the proposed location
is $5,730,604 in October 1986 dollars (See Appendix A). These
construction costs are independent of the route selected for the

transmission line (Exh. HO-C-5{a), HO-C-5(b), HO-C-5{(¢c) and HO-C-5(d)).
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b. Alternate Location

The Company also identified an alternate location for the
proposed substation on a parcel of Company-owned land at the corner of
Putnam and Western Avenues, approximately one and one-half blocks
north of the proposed location, The alternate location is also zoned
for business, professional offices and multi~-family dwellings., The
alternate site is adjacent to the existing Blackstone Station, as well
a8 to a 13,8 kv underground feeder distribution substaticon and a 4,16
kv distribution substation which serves local area loads, On the
actual site are two multiple unit dwellings, owned by the Company and
consisting of sixteen rental units.

These residential buildings are subject to rent control laws in
the City of Cambridge (Exh. C-1-3 and HO-C-2{a)). Therefore, before
the substation could be constructed at this alternate location, local
permits such as removal permits from the Rent Control Board would be
teqguired.

Constructing the substation at the alternate location would
entail the same practices as outlined in Section IV. A. 3) a. The
completed substation would also have the same design and appearance as
that described for the proposed locatien,

The cost of constructing the substation at the alternate location
is $5,011,504 in October 1986 dollars (See Appendix A). These
construckion costs are independent of the route selected for the
traﬁsmission line (proposed or alternate),., These total construction
costs are lower than the costs for the propesed location because of

lower costs for building and site preparation {$l,100,000 versus

$l,325,000) and for fencing, conduit, and grounding ($525,00U versus
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$1,019,000) (See Appendix A). These lower costs are related in part
to the prozimity ¢f the alternate substation leocation to the existing
Blackstone substation, with which the proposed substation would
interconnect,

Although the Company has designated this site as an alternate, it
regards this alternative as an undesirable alternative for several
reasons. First, the alternate location is one which has been subject
to "serious and unresolved permitting impediments™ (Exh. HO-10). The
Cambridge City Council, while endorsing the designation of the
Company's primary location on Putnam Avenue, has joined with the
Cambridge Rent Control Board in strongly opposing location of the
substation at this alternate site. Therefore, the Company does not
anticipate that local permits will be granted within any predictable
time period (Exh. HO-10).

Iin addition, the Company has stated that use of this alternate
location would be considered only after tenants currently residing in
the rent-controllied properties were to accept a plan for relocation,
To date, however, the tenants have opposed all relocatien plans
proposed by the Company (Exh., H0-10), The Company believes that the
public interest would not be well served by pressing these tenants to
accept undesirable relocation arrangements and by pressing for support
from the Cambridge City Council and the Cambridge Rent Control Board,

when the pfoposed substation site is available (Exh., HO=10).
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B. Analysis of the pacility Plans and Proposals

1) Adeguacy 0f the range of Practical Alternatives

A3 part of its review of proposals to construct facilities, the
Siting Council requires that companies consider a reasonable range of

alternative approaches to constructing those facilities. In Re Boston

Bdison Company, 13 DOMSC 63, 77 (1985); Masgachusetts Electric

Company, et, al,, 13 poMSC 119, 190 (1985); Hingham Municipal Lighting

Plant, 14 poMsC 7, 22 (1985). The Company has considered several
routing alternatives to the facilities proposed to import power into
the South Island section of the system.

In addition to the proposed and alternate routings for the
transmission line, the Company also considered four other routes but
found each one to be unfeasible, The first route would have gone
through the City of Somerville, but would have bgen the longest and
most costly alternative, involving heavily traveled streets, Another
route would have used the Boston & Maine Railroad routes, but was
rejected because of problems related to construction of the
facilities, A route through the Massachusetts Bay Transit Authority
("MBTA") tunnels was also considered, but the MBTA was unwilling to
allow oil-filled cables in the tunnels because of potential fire
hazards and installation problems. Finally, a route aldng Rindge
Avenue was considered, but was found to be longer and more costly than
the proposed route (Exh, ¢-1-3).

With regard to the proposed substation, the Company has

conzgidered several other locations, A primary consideration in the

selection process was proximity to the bulk distribution supply,
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Blackstone station, One location considered was the site presently
occupied by a parking lot near Tree Land Nursery, but the Company
considered this location too small, situated too close to nearby
housing, and not owned by the Company. 2 second location at the
Blackstone Station site was considered, but underground oil storage
tanks prohibited any building there. A lot adjacent to Blackstone
Station was also considered by the Company, but other utilities'
existing duct work under this lot prohibited any building on this
gite, A final site considered vwas land currently used as a parking
lot on Blackstone gtreet, but the owner of that patcel of land was not .
willing to sell {(Exh. C-1-3).

Accordingly, the Siting Council finds that the Company has
examined a reasonable range of alternatives, as well as the "ne¢ build"®
alternative, and has presented primary and alternate plans for
construction of both a transmission line and substation which satisfy
the reliakility standards identified in Section III, supra, as well as
the Siting Council requirements for facility propesals as set forth in
G. L. c. 164, sec, €91 and Rule 64,.8(3). Based on the Company's
ptesentation of evidence con the eéonomic and environmental aspecta of
these alternative sites, the Ziting Council finds that none of these
alternatives appear to be practical when compared with the Company's

proposals,

2) Comparison of the Propesed and Alternate Plans

The Siting Council compares the Company's facility plans and

proposed and alternate transmission line routes and subsStation

locations by reviewing the cost, environmental impact, and reliabillity
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of each alternative. Because there is a proposed and alternate route
or location for both the transmission line and the substation, there

are essentially four plans to be reviewed:

1) proposed transmission route and proposed substation
location;

2) alternate transmission route and proposed substation
location;

3) proposed transmission route and alternate substation
location;

4) alternate transmission route and alternate substation

locaktion.

a. Cost

The Company estimated the costs of the four project options in
two ways: first, in terms of direct construction costs; and then in
terms of the present value of revenue requirements.

Tokal project cost estimates for the four facility plans are:

Total Project Costs
(October 1986 pollars)

Substation Location

Proposed Alternate
{Poleyard) (Putnam & Western Avenue)
Transmission Route
Proposed (City Streets) $15,429,604 $14,125,604
alternate (River Crossing) $14,739,604 $13,436,604

(Exh, RO-C-5}. BSee aAppendix A,
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The net present value of revenue requirements associated with

each of the four construction plans are:

Net Present Value of Revenue Requirements
(October 1986 dAollars)

sSubstation Location

Proposed Alternate
{(Polevard) (Putnam & Western Avenue)
Transmission Route
Proposed (City Streets) $629,876,000 $625,900,000
Alternate (River Crossing) $628,733,000 $624,759,000

(Exh. HO-C-6}. In this cost analysis, the Company estimated the
present worth of system revenue requirements needed to cover the
project's capital costs, line losses and energy production costs over
the project's life cycle (Exh. HO-C-6).

As discussed above, construction of the substation at the
alternate {Putnam and Western Avenue) site involves replacement
housing for tenants along with associated relocation and legal
expenses, as well as interim system modifications. The Company
estimated that the additional costs that would be incurred in securing
the alternate site would range between $1,125,000 and $1,510,000 (Exh.
EO-RR-1). Adjusting the Company‘s cost estimates to include an
average value for these additional costs produces the following

estimate of total project costs:

-42-



P 1

=232~

Total Project Costs
(October 1986 pollars)

subgtation Location

Proposed Alternate
{Polevard} {Putnam & wWestern avenue)
Transmission Route
Froposed (City Streets) $15,429 ,604 $15,443,104%
Alternate (River Crossing) $14,739,604 $14,754,104*

* Includes the average added estimated exXpenses assoclated with
securing the alternate 3ite.

The results of the project cost analysis and the present worth of
revenue requirements analysis without consideration of the expenses
associated with securing the alternate substation site produce a
nearly ildentical ranking of the four plans in terms of their cost,
However, once the anticipated average expenses associated with
securing the alternate substation site are included in the analysis,
and taking into account only economic costs, the least costly plan
then becomes construction of the alternate transmission route and
proposed substatlon site and the most expensive plan becomes
construction of the proposed transmission route with the alternate

substation gite,

b, Environmental Impact

The Company has i1dentified short-texm and long-term environmental
impacts associated with the proposed and alternate transmission line

routes.

The Company asserts that construction of the proposed
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transmission line route, involving an underground line below city
streets, will impose no permanent impacts affecting land use, water
resources, air quality, =2o01id waste, radiation, or noise. The major
impacts identified by the Company occuring during construction of the
line include: above-normal noise levels; fugitive dust; disruption of
traffic patterns including minor residential access and egress
problems; and restricted use of open space on the Metropolitan Distric
Commission park traversed by the line [(Exh. HO-E-6). The Company hasg
stated that it will attempt to reduce these short term construction
impacts by scheduling c¢onstruction during hours of the day which will
least interfere with the normal routines of local area residents:
simultaneously constructing various portions of the route to reduce
total construction time; using dust-reducing agents to minimize
airborne dust; and back-filling construction trenches as soon as the
pipe-type cable is installed, with placement of steel plates over all
unsurfaced sections of the trench, to allow residents access to their
homes, PFinally, the presence of manholes along the route could
present minor long-term impacts along with occasional inspection of
the transmiseion line by work crews (Exh. HO-E-6).

According to the Company, constrilction of the alternate
transmission line route would impose several short term impacts
affecting land use and waker resources associated with the
construction in city streets and the dredging of two trenches across
the Charles River., The impacts along city streets are the same as
those outlined above for the proposed route. The environmental
impacts directly associated with the river crossing are specific to

this route, The Company states it would have to establish an area

along the banks of the river from which to direct cperations, creating
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undesirable visual impacts along the riverbanks during operations as
well as the possibility of degradation to gensitive areas in the
Charles River Basin WNational Register District as a result of heavy
construction-related traffic. Sediments and materials dredged and
removed from the river bottom must be disposed of at an approved
disposal site via trucks. Before removing these sediments from the
site, CELCO must drain them, creating odor problems and requiring
additional land area at the site to be temporarily lnaccessible to the
public (Exh., HO~C-6),

CELCO states that the dredging operation will increase
particulate suspension in the river which could increase deposition of
gilt downstream and turbidity problems in the immediate vicinity of
the operation. The Company has stated that it will attempt to reduce
siltation problems by using a hydraulic dredge and by controlling the
effluent crezated by the dewatering process to reduce the amount of
suspended material returned to the river. In general, the Company
states that it will attempt to minimiZe these and other environmental
impacts associated with the dredging operation by completing this
phase of the project as quickly as possible and returning the area to
its original condition (Exh. HO-E-6).

The Siting Council finds that bhoth the propcsed and alternate
transmission line routes would impose short-term as well as possible
minor long-term environmental impacts resulting from the construction
of the transmission line below city streets. The siting Counc¢il finds
further that the alternate rcute would impose additional short bterm
impacts as a result of the dredging operation across the Charles

River. Accordingly, the Siting Council finds that the proposed route

produces fewer adverse environmental impacts than does the alternate
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route and is therefore ceongistent with minimizing environmental
impacts.

Further, while the 8iting Council recognizes the value of a
detailed study prior to conetruction of the transmission line, it can
not support in advance any flexibility as to routing based on the
prospective results of such a study alone, Accordingly, the Siting
Council will reqguire the Company to obtain Siting Council approval if
CELCo believes that the route, as approved, should be changed. See
Section V, infra,

The Company stateg that construction of the proposed substation
at either the proposed or alternate location imposes minimal adverse
impacts affecting water resources, zir duality, solid waste,
radiation, or noise, During construction of the substaticn at either
site, there will be some above-normal fugitive dust and noise levels
above normal. The transformer enclosures would be made of souhdproof
blocks with brick veneer facing compatible with the substation. The
site would be fenced and enclosed. The proposed substation at either
the proposed or alternate location would meet or exceed all state and
local ordirances. Accordingly, the Siting Council finds that the
environmental impacts associated with the proposed and alternate

substation sites are negligible.
@, Reliability

Both routes involve two underground pipe-type cables, either of
which would be able to serve the City of Cambridge until approximately

2003 (325 Mw peak locad). Since both routes involve installing the

same cables in cathodically protected steel pipe, the Company
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considers both routeg to have the game protection and reliability of
gervice (Exh. HO-N-26).

Accordingly, the Siting Council finds that there is essentially
no difference in reliability between the proposed and alternate
transmission routes, Rither route would meet the Company's

reliability criteria as outlined above in Section III. B.
d. Conclusion

The Siting Council finds that the proposed and alternate
transmission line routes as well as the proposed and alternate
substation sites meet the need established in Section III., Supra.

A comparison of total project costs reveals that the Company's
alternate route and proposed substation site is the least costly of
the four options presented. See Section IV. B. 2) a., supra.

However, the S8iting Council has rejected the alternate route begause
of adverse environmental impacts. See Section IV. B. 2) b., supra.
hecordingly, the Siting Council f£inds that the Company's proposed
toukte is preferrable to its alternate route,

Therefore, the Siting Council must determine which substation
site is consistent with its mandate Lo "provide a necessary energy
supply for the commonwealth with a minimum impact on the environment
at the lowest possible cost.® @&. L. c. 164, sec. 69H. Since the
environmental impacts associated with both the §roposed and alternate
substation sites are negligible (see Section IV. B, 2) b., supra), the
§iting Council's determination must be based on a cost comparison. As

discussed above, the alternate substation gite, including the costs

associated with replacement housing, tenant relocation and legal
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expenses, and interim system modifications, is more costly than the
proposed substation site. See Segtion IV, B, 2) a2., supra,

Accordingly, the siting Council concludes that the Company's
proposal to construct the 115 kv transmission line along the City
Skreets route and its proposal to site the 115 kv/13.8 kv substation
at the proposed Polevard location are consistent with ensuring an

adequate, least-cost energy supply at minimum environmental impact,

Ve DECISICH

The Siting Council hereby APPROVES the Petition of the Cambridge
Electric Light Company to construct an underground 115 kv transmissgion
line along the proposed route and te construct a 115 kv/13.8 kv
substation at the proposed site on Putnam Avenue subject to the

following conditions:

1) That after conducting its pre-construction study, the
company shall not deviate from the approved route without

receiving approval from the Siting Council,
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2) That during the entire construction process, the Company
make available a representative from CELCo to talk to area
residents and address any problems that may arise during

construckion,

yﬁrﬁu,& LO._)iA&¥u4r——-
Y 7
Robert p. shapiro

Hearing Officer

December 18, 1236

UNANIMOUSLY APPROVED by the Energy Facilities Siting Council at
its meeting of December 18, 1984, by the members and designees present
and veting: §Sarah wald (for Paula W. Gold, Sectretary of Consumet
Affairs); Stephen Roop (for James S, Hoyte, Secretary of Environmental
Affairs); Joellen D'Bsti {for Joseph Alviani, Secretary of Economic
Affairs); Joseph . Joyce (Public Labor Member)., Ineligible to vote:
Acting Chair pennis J, LaCroix (Public Gas Member); Elliot J, Roseman
{Public 0il Member). Absent: Madeline Varitimos (Public Environmental
Member); Sharon M. Pollard (Secretary of Energy Resources}, Recused

from vote: Stephen D, Umans {Public¢ Electricity Member},
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Date Dennis J. La r01x

Acting Chalrperson
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Itemized Total Project Construction Costs
{October 1986 Dollars)

Prangmission Line

Source: Exh. HO-C-5.

{Pransmission Route) [Prop.]) {Prop.) (Alt.,) {alt.)
{Substation Site) (Prop.) (ale,) (Prop.) {alt.)
Cabhleé, Cable Installation,

Pipe and Pipe Installation 7,460,000 6,960,000 6,900,000 6,400,000
Paving 932,000 470,000 837,000 775,000
Termination and Miscellaneous

Eguipment 325,000 325,040 325,000 325,000
0il Pumping Station and 0il 482,000 459,000 447,000 425,000
Engineering and Contingencies 300,000 500,000 500,000 500,000

Total $9,699,000 $9,114,000 $9,009,000 §8,425,000
Substation
Two Transformers

30/40/50 wvaA 903,604 903,604 903,604 903,604
SP6-4 Breaker Ring Bus

115 kv Minisub 1,150,000 1,150,000 1,150,000 1,150,000
15 kv Breakers, Relaying,

vise, Cubicles 950,000 950,000 950,000 950,000
Building and Site
Preparation 1,325,000 1,100,000 1,325,000 1,100,000
Supervisory Control Systen 28,000 28,000 28,000 28,000
Fence, Grounding MH's Conduit

and Cable 1,019,000 525,000 1,019,000 525,000
Duct and MH System 55,000 55,000 55,000 55,000
Engineering and Contingencies 308,000 300,000 300,000 300,000

Total $5,730,604 $5,011,604 $5,730,604 5,011,604
Total Costs $15,429,604 $14,125,604 $14,739,604 $13,436,604
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COMMONWEALTH OF MASSACHUSETTS
Energy Pacilities giting Council

In the Matter of the Petition )
of Massachusetts Electric }
Company, New England Power )]
Company, Yankee Atomic Electrie )
Conpany, and Manchester Electric)
Company for approval of 1
Supplement 2B of their Second )
Long Range Forecast of Electric )
Resourcez and Redquirements )

FINAL DECISION

on the Decision:

Susan Fallows Tierney

EFSC Docket No. B3-24

Robert D, Shapiro
Hearing Cfficer



~242-

Table of Contents

I. Introduction and History of the ProcecdingS.cisesstessarsnnse
A. Description of the Companies. . .ccceveeenanes Cesrevaana
B. Overview-...l‘..‘l......lll....'...l.ll.'...l.'l...lll
C. History of the ProceedingS..csererssorcccsscrassassans
IT. Siting council pecision in Docket No, 76~24...cvvcean. reena
A, Amesbury-TewksSbury Lin@..ecessevsosanansennnsssosnasen
B, Dracut-Tewksbury Line..icsseeesrsrarssnsiasssctsassnsss
I1I. Scope and standard of RevVioeW...uaeas bensrssaaara crtassnsassna
i A. The Siting Council's AUthOritY..iseerenrnaccscassnnnans
% BI Burden Of Proofl.l!.l...'.-.ﬂﬂlllll..l .... L L B R B B NE B B R ) 10
! IV. The Companies’ Compliance with the 8iting Council's

1977 order in Light of Changed CircumstanceS..sesssvsoseress L1
A. The Intervenors' Positiong Regarding Changed
Circumstances and Need for the LineSe..siasesscsssssass 11
1. The Attorney General's POSitiONaecvisssacsesersses 11
2., Coetello™a PoSitiOoN..iucenewsnssnsaerrestvavnsssnns 14
B. The Companies' Positien Regarding Changed
Circumstances and Need for the Lines...... Cobasennnana 15
1. The Companies’ POSitiON.si.ivecesaremesacssasssnes 15
a. Heed, cesansssssrsstsssssssonsrvassrnansisnse 15

b- cost..o--..eal.al-llo.a-o..-altlolountalouo. 17

i, Construction CostS..cverersessnnsannees L7
ii. Line LOS5 COSt8.vrvcansnn ernssansne .. 18
iii., Economic Penalty CoSt8...vvaveevsravas 19
iv. Total CostBevenasnns asesncecaascnnssre 20
2., NEPOOL'S PoOSiLiONescasv-.. saresamumanesan B §
¢. The Intervenors' Criticisms of the Companies' Case,,.. 21
1. The Attorney General's CriticismB.ievevesersnsase 21
2. Costello's CriticiBmMS.sceacscenanas arseaacanus vse 23
D. The Companies' Response to the Intervenors' Criticisma 25
1, Modifications Considered..,veosveccesccesssansanrs 25
2. Modifications Rejected.iesaseresnsrsosscasenssses 20
3. The Companies' MOdified Cas@iuievevsrssecsararans 27
B. Findings with Regards to the Companies' Compliance
With the Siting Council's 1977 Order in Light of
Changed CirCUMSEaNCES.serrerrrrnsssnscarsrreerassssanas 28
1, Changed CircumstanceS.ccsssssevrrsressanrrrsrrrns 29
2. The Companies' Compliance with the 1977

order in Light of Changed Circumstances...... svaes 30
al Needq 4 " e wdy # N A EEE NSNS eSS AA AR Aa L N S N B B ) 30
bl COSt.I & % 5% I % 4 4 4 mESE LI B B I B B R BN NE RE RN IR R R R R R B ) 31

i, Construction CostS.seasnvncsnssnannsns 31
il, Line LoSS COStS..ssssaserssrsstsnsrnae 32
iii. Reonomic Penalty COSES.iiacesvarinarnas 34
iv., Total COBLS.sncrnnansrares cabrasaanns ee 37
¢. The Companies' Compliance with the
1977 Order..----.-.-..............-......u. 38

=

V. Warranted Modifications of the Siting Council's 1977 Order.. 38

VI- Order... ----- CR I I I R RO R A B AR I B I A B R A R B R BRI A N BN R I 39



ol

~243-

List of Pigures

page
Figure 1 -- Map of the New England Transmission System ~- the
Northeastern Massachusetts/g§outhern New Hampshire
Section'..OllIt.!l!.lll!iI'..l..l.ll..'i.tll.l.'l.t! 40
Figure 2 —- Routes of the Seabrook Transmission LinesS,..ceveevnenes 41

List of Tables

Table 1 —- Cost Compatrison of the Seabrook-Tewksbury and Scobie-
TewkaUrY Linestlll'.l.l..l.l.lll‘ltl't.l'lllll..lllll 42



. h_l-..d-llnlhlul--.' i .

kL

-244-

The Energy Facilities Siting Council {("siting Council”) hereby
finds that Massachusetts Electric Company, New England Power Company,
Yankee Atomic Electric Company, and Manchester Electric Company {"the
Companies™) are in compliance with the Siting Council's grder in

Docket No. 76-24 (hereinafter the "1977 Order'].l

I. INTRODUCTION AND HISTORY OF THE PROCEEDINGS

A, Description of the Companies

The Massachusetts Electric Company {"MECo") and the New England
Power Company ("NEPCG®) are wholly owned subsidiaries of the New
England Electric System ("NEES").

NEPCo is a bulk power supply company and provides generation
and major transmission facilities for NEES' retail subsidiaries, which
include MECo and Manchester Electric Company in Massachusetts, and
companies in rhode Island and New Hampshire.

All of the NEES Companies are members of the New England Power
Fool ("WEPOOL"). As such, the planning of their bulk transmission
facilities is done within a regional framework. The operation of
NEPCo and NEES facilities is under the control of the NEPOOL dispatch

center, the New England Power Exchange ("NEPEX").

1/ In a Procedural Order dated September 29, 1983, the Hearing

Officer ordered that the Siting Council's review of the
Companies' Long-Range Forecast of Electric resources and
Requirements (“1983 Forecast®) would be conducted in two
phages. The Phase I issues, i.e., compliance with the 1977
order, are the subject of the current decision. The remaining
issues associated with the 1983 Forecast were to be the subject
of a Phase II. The Siting Council’'s subsequent approval of the
Companies! 1984 Ferecast of Blectric Resources and Requirements
has obviatad the need to adjudicate the Phase IT issues of
Docket No. 83-24 (Massachusettg Electric Company et al,, BFSC
84-24, 12 poMSC 197 (1985)},
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B. Overview

In this cage, the Siting Council has been asked to determine
whether the Companies have complied with the conditions set forth in
its approval of tWo transmission lines in its 1977 order,

Massachusetts Electric Company et al,, EFsC 76-24, 2 poMSC 1, 4-6

(1977), in light of changed circumstances, aﬂd, if not, whether a
modification of that Order is warranted.

The two facilities in question are both high-voltage
transmission lines, One, known here as the "Amesbury-Tewksbury line,"
would extend from an existing substation in Tewksbury, Massachusetts,
to the Massachusetts state line in Amesbury, where it would connect
with a line the Public service Company of New Hampshire ("PSHNH")
proposed to build from the Seabrook nuclear power plant in Seabrook,
New Hampshire, 2 DOMSC 1, 2. The second line, known here as the
"Dracot-Tewksbury line," would run from the existing substation in
Tewksbury to the Massachusetts border in Dracut, where it woulg
connect with a line PSNH propoSed to run t¢ a substation at Scobie,
New Hampshire, 2 poMSC 1, 5.

Specifically, the Siting Council now has been asked to
determine whether the Companies have gatisfied the conditions in Qrder
He. 76-24 that the Companies ".,.undertake construction [Lof the
amesbury-Tewksbury line and the Dracut-Tewksbury line] in a manner
which is consistent with the construction program at the Seabrook

facility.,"™ 2 pOoMscC 1, 4=-6,

C. History of the Proceedings

Oon May 2, 1983, the Companies filed theiy 1983 Porecast with
the Siting Couneil, The Companiesg provided notice of the proceeding
by publication and posting in accordance with the directions of the
Hearing Qfficer,

On June 22, 1983, the Siting Council received a Petition to
Intervene from State 3enakor Nicholaz Costello ("Costelle®). AL a

pre-hearing conference held on June 24, 1983, the Companies expressed
their opposition to Costello’s petition. On July 6, 1983, pursuant
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t¢ an agreement between the parties, Costello submitted a Memorandum
in Support of the Petition to Intervene, oOn July 18, 1983, the
Conmpanies submitted their Memorandum in opposition. On August 10,
1983, after consideration of memoranda and oral argument from both
parties, the Hearing Officer issued a procedural order granting
Costello's Petition to Intervene for the limited purpose of allowing
him to address the issues of whether the Companies were in compliance
with the Siting Council's 1977 Qrder and whether, as a result of
changed circumstances, the Siting Council should modify that Order.

on August 17, 1983, the Companies filed a Motion for Review of
the Hearing Officer's August 10, 1983 Procedural Order. On September
8, 1983, the giting Council's birector, Charles McMillan, notified the
Companies that their Motion for Review would not be placed on the
Siting Council’s agenda, stating that no statute or regulation allowed
such an interlocutory review,

On September 5, 1983, the Attorney General of Massachusetts
("Attorney General®) notified the Hearing Officer that the Attorney
General would be submitting a late-filed petition to intervene in the
case, On September 7, 1983, the siting Council conducked a second
pre-hearing conference in this proceeding. At the conference, the
Companies voiced their cpposition to the Attorney General's possible
intervention while Costello reserved judgment on the issue,

On September 13, 1983, the Attorney General filed a Petition to
Intervene. (On September 16, 19832, Costellc notified the Hearing
Officer that he supported the Attorney General's intervention. oOn
September 21, 1983, the Companies filed their response to the Attorney
General's petition, On September 26, 1983, the Attorney General filed
a Reply to the Companies' response. On September 2%, 1983, the
Hearing Qfficer issued a procedural order granting the Attorney
General's petition. At the same time, the Hearing Officer ruled that
the scope of the proceeding would be expanded to include both the

Dracut-Tewksbury line and the Amesbury-Tewksbury line.2

2/ The Hearing Officer also noted that the intervenors had not
indicated an intention to present a case on environmental
issues, instead limiting the scope of their inguiry to need and
cost issues (Procedural Order, September 29, 1283, p. 3). In
fact, there was no evidence presented on environmental issues
in the proceeding,

-3 -
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on pecember 12, 1983, pursuant to giring Council Rule 15,3, the
New England Power Pool ("NEPOOL") filed a Petition to Participate as
an Interested Person in the proceeding. On December 14, 1583, the
Boston Edison Company ("BECo™) filed a similar petition, On December
30, 1983, the Companies filed a Statement in Support of the NEPQOL and
BECo petitions. On January 3, 1984, Costello filed his opposition to
the NEPOOL and BECo petitions.,

on becember 15, 1983, the Siting Council conducted a third
pre-hearing conference in this case.

on January 13, 1984, the Hearing Officer issued a procedural
order granting Interested Person status to NEPQOOL, while denying the
BECo petition, In granting the NEPQOL petition, the Hearing Qfficer
noted NEPQOL'S unidque position as a central electric facility planning
authority. In denying interested person status to BECo, the Hearing
Qfficer ruled that BECo had failed to set out a specific interest in
the proceeding that was not already adequately represented by NEES and
NEFOOL.

Evidentiary hearings commenced on January 24, 1984, and
concluded on February 24, 1984, 1In all, eight days of evidentiary
hearings were held. The Attorney General presented one witness, Paul
L. Chernick, a research associate for Analysis and inference, Inc.,
who testified on the issues of need and cost. Costello presented one
witness, Dr. Peter Graneau, an electrical engineer employed by the
Underground Power Corporation, who testified on the issues of need and
cost,

The Companies sponsored one witness, Robert O, Bigelow,
vice~president of NEPCo and director of the Power and Planning Supply
Division of New England Power Servige Company, a subsidiaty of NEES.
Mr. Bigelow also testified on the issues of need and cost,

Pursuant to a briefing schedule established by the Hearing
officer, the Attorney General, Costello, the Companies and NEPOOL
filed their initial briefs on March 26, 1984, oOn April 9, 1984, the
Attorney General, Costello and the Companies filed reply briefs.

on april 9, 1984, the Companies also filed a motion to strike
certain portiong of Costello's initial brief on the grounds that it

included "testimony unsupported by any witness and not subject to
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cross-examination or rebuttal testimony."™ on April 17, 1984, Costello
filed a Memorandum in Opposition to the Companies' motion. on April
18, 1984, the Attorney General submitted a letter in opposition to the
Companies’™ Motion to Strike. on april 26, 1985, the Hearing Officer
issued a Procedural Order denying the Companies' motion.

On gSeptember, 17, 1986, the Town of Amesbury ("Amesbury”) filed
a Petition to Intervene in the proceeding., On October 10, 1986, the
Companies and NEPOOL filed their responses in opposition to Amesbury's
petition, On Hovember 5, 1986, the Hearing Officer issued a
Procedural order denving Amesbury's petition, stating that amesbury
had failed to demonstrate: (1) that 1ts entrance as an intervenor at a
late stage in the proceeding would assist the Siting Council; and (2)
that its position was unidque and not adeduately tepresented by other
parties to the proceeding.

On Qctober 15, 1986, the Town of West Newbury ("West Newbury®)
filed a Petition to Intervene in the proceeding. oOn November 17,
1986, wWest Newbury requested that its petition be "held in abeyance

and that no action be taken on the Petition at this time."
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II. SITING COUNCIL DECISION IN DOCKET MNO. 76-24

In 1976, the Companies filed their Iong Range Forecast in which
they petitioned the Siting Council for approval of a package of
transmission facilities, On June 15, 1977, the siting Council issued
an order in Docket No, 76-24 (hereinafter, the "1977 Order")
conditionally approving facilities that included the Amesbury-

Tewksbury and Dracut-Tewksbury transmission lines.

A. Ameshury-Tewksbury Line

NEPCo had proposed to build a 31,9-mile 345 kV transmission
line from an existing substation in Tewksbury to the state line in
Amesbury, where it would tie into a line proposed by PSNH to extend
from Amesbury to its proposed Seabrook nu¢lear plant {"Seabrook") in
New Hampshire, (Hereinafter, when referenced together, these
transmigsion linas will be known as the "Seabrook-Tewksbury line.")
See Pigqure 1. The Amesbury-Tewksbury line was proposed to be built
on an existing right-of-way, of which all but two miles was already

occupied by one or more transmission lines, In Re Massachusetts

Electric Company =t al,, 2 DOMSC 1, 2-3 (1977),

KEPCo had stated that the line was needed for two reasons: (1)
to connect Seabrook to the main 345 kV transmission grid in New
England {(hereinafter "the grid"); and (2) to provide a source of
supply o the 115 kV transmission system in northeastern Massachusetts
by means of NEPCo's proposed new substation at Boxford Junction (76-24
Hearing dated 3/24/77, pp. 3-84, 3-85). The Companies had submitted
evidence that the proposed line was one of three needed under federal
nuclear plant ligensing requirements to carry power from Seabrook to
the grid (Id., pp. 4-91, 4-32)}. Also, NEPCo testified that without
the Seabrogk-Tewksbury line, the egisting transmission facilities
between northern and southern New England would be insufficient to
absotb the new power Erom Seabrook (76-24 Bxbhibit N-16B, pp. 4-5).

In its 1977 Order, the Siting Coungll found the Amesbury-
Tewksbury line was needed and wag consistent with the Siting Council's

mandate Lo ensure a necessary povWer supply for the Commonwealth with a
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minimum impact on the environment at the lowest possible costi,
"subject, however, to the following conditions, The Council f£inds
that the need for the line,,,is directly dependent on the completion
of the Seabrock nuclear plant.,,because its purpose is to carry power
from the plant....the Council approves these fagilities; however, the
Council directs the Company te undertake construckion in a manner
which is consistent with the construction program at the seabrook
facility," 2 DOMSC 1, 4,

B. Dracut-Tewksbury Line

NEPCo also had proposed a 6,.6-mile 345 kv line to run from the
Tewksbuty substation to the state line in Dracut, from where it would
continde on to a proposed PSNH substation at Zcobie Pond, Hew
Hampshire, The Companles stated that the entire line (hereinafter the
"sScoble-Tewksbury line") was needed coingcident with the operation of
the second nuclear unit at Seabrook, so as to provide for reliable
power flows from New Hampshire to the Massachusetts transmiasion grid
(76-24 Hearing dated 3/24/77, pp. 4-96, 4-97),

The Siting Council's 1977 Order approved the nracut-Tewksbury
line hut, as with the Amesbury-Tewksbury line, conditioned it upon the
Companies! building it "in a manner which is consistent with the

construction program at the Seabrook facility.™ 2 pomMsC 1, 6.
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III. STANDARD AND SCOPE CF REVIEW

The current case presents the Siting Council with an array of
issues which are not generally addressed in facility review
proceedings. In & typical facility review case, the siting council
evaluates a petitioner's proposal pursuant to G.L. ¢. 164, sec. 69H.
Here, the intervenors have asked the §iting Council to determine
whether the Companies, in light of changed circumstances, have
complied with a 1977 Order allowing them to construct a transmission
line. 1In the event that the Siting Council finds that the Companies
have not complied with the 1977 Order in light of changed
circumstances, the intervenors ask the Siting Council to determine
whether the Company's non-compliance warrants modification of the

earlier order.

A, The Siting Council's Authority

The Companies and NEPOQL have consistently argued that the
Siting Council has no authority to review this matter and that any
request for modification should be rejected as a matter of law {NEES
Brief, pp. 3-7; NEPOOL Brief, pp. 3-16).

In support of their contention, the Companies argue that the
§iting Council has no explicit power to modify prior forecast
approvals, Principally, the Companies rely upon the language of G.L.
c, 164, sec, 69I(3) which sets out certain filing requirements for a
long range forecast, but exempts "facilities which have been approved
as part of a previous long range forecast or supplement thereto.* The
Companies conclude that this statutory exemption makes "it clear that
once a forecast has been approved, it becomes final and cannot be
readiudicated™ (NEES Brief, p. 3, incorporating by reference NEES
Memorandum In Opposition to Costello Motion to Intervene, pp. 8-9),

The Companies also rely upon the Supreme Judicial Court's

decision in Plymouth County Muclear Information Commlttee v. Energy

facilities Siting Council, 374 Mass 236, 239-240 (1978), where the

Court affirmed the Siting Council's decision exempting a facility from

review begause construction had commanced before the effective date of

-8 -
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the Siting Council statute. The Companies argue that the decision in

Plymouth County supports the contention that once a facllity is under

construction, it is not subject to further siting Council review [(NEES
Brief, pp. 4-6).

In a Procedural Qrder dated August 19, 1983, the Hearing
Officer rejected the Companies' contention that the Siting Council has
no authority to review the Companies' compliance with its 1977 Order
(Procedural Order, August 10, 1383, pp. 4-5). HNeither the Companies
nor NEPQOL have presented the Siting Council with a compelliing reason
t0 reverse the Hearing Officer's ruling.

In the August 10, 1983 Procedural Order, the Hearing Officer
ruled that Costello would be allowed to intervene "solely for the
purpose of addressing the issues of whether the Companies are in
compliance with the Council's order in Docket Ho. 76-24 and whether,
as a result of changed circumstances, that order should be modifiedr
(Id., ps 7). In disputing the Siting Council's authority in this
proceeding, the Companies fail to acknowledge that our review here is
hinged upon a 1977 Order where the approval of proposed facilities was
conditional., 1In granting the Companies' facilities request with a
condition attached thereto, the §iting Council clearly envisioned the
posgibility of a later review of the Companies' compliance with that
condition,

in issuing its 1977 order with an "open ended"™ condition, the
Siting Council retained a powerful discretionary tool which enabled
the agency to review the Companies' compliance at any time, While
this condition may have left the Companies unduly vulnerable to later
inquiries, the Siting Council must accept the plain language of its
garlier decision. That language required the Companies to proceed
with construction of the transmission lines in a manner consistent
with construction of the Seabrook facility. As such, the Siting
Council's 1977 Order was dynamic in nature and reguired the Companies'
to respond to c¢hanges in circumstances surrounding the construction at
Seabrook.

A& noted by NEPOOL, the ability of a regulatory agency to
subject its decisions to conditions is not in dilspute in this

proceeding {WEPOOL Brief, p. 8). Pursuant to G.L. Cc. 164, sec, 69.J,

-9 -
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the siting Council's authority to review facility requests is broad
and does not preclude the issuance of decisions that conditionally
approve a proposal for new facilities., accordingly, we find that G.L.
¢, 164, sec, 697 enables the Siting Council to determine whether the

Companies have complied with its 1577 Order.3

B. Burden of Proof

In two procedural orders issued in this matter, the Hearing
Officer ruled that the Intervenors have the burden of proof with
respect to the threshold gquestion of whether the Companies have
complied with the conditions Set forth in the Council's 1977 order

(Procedural Qrder, September 2%, 1983, p. 2: Procedural Qrder, January

4, 1984, p. 2).4 The Siting Council finds that this burden requires
the intervenors to demonstrate that the Companies have not complied
with the 1977 oOrder in light of changed circumstances, not merely

raise doubts as to the measure of their compliance,

3/ The Siting Council's decision in thig proceeding makes it

uhneceSsary to rule on the question of whether the agency has
the authorlty to modify its 1977 Order, gimilarly, the siting
Council refraing from determining whether it has the authority
to review a decisgion in which a facilities proposal has been
unconditionally approved,

4/ In light of its decision im this proceeding, the Siting Council

naed not reach the question of which party would have had the
burden of proof in the event of a finding that the Companies
had not complied with the 1977 order,

« 10 =
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V. THE COMPANIES' COMPLIANCE WITH THE SITIMNG COUNCIL'S 1977 ORDER

IN LIGHT OF CHANGED CIRCUMSTANCES

The threshold guestion the Siting Council must address is
whether, in light of changed circumstances, the Companies are in
compliance with the Siting Council's 1977 Order, To answer Lthis
question, the Siting Council first reviews the parties' positions with
respect to circumstances that may have changed since 1977 and whether:
(1) either of the two proposed transmission lines is still needed in
light of those changes; and (2) if so, which of the two lines is the
least-cost route. Then the Siting Council reviews the parties’
criticisms of each other's evidence and arguments, Fipally, the
giting Council makes findings as to changed circumstances and the
Companies' compliance with the Siting Council's 1977 Order in light of

any such circumstances,

A, The Intervenocrs' Positions Regarding Changed Circumstances

and tleed for the Lines

1. The Attorney General's Position

The attorney General, through the testimony of Mr. Chernick,
noted that the following conditions existed at the time the Companies
received approval of their facility proposals in Siting Council Docket
No, 76-24 (Exhibit 15-2G-1, pp. 4-5; AG Brief, pp. 4-€}):

{a} two 1150-megawatt ({"MW"} nuclear generating units were

planned for construction at seabrook station;

{b} for reliability purposes, such a two-unit nuclear facility
would require three 1000+ MW transmission lines to comnect it

to the grid;

(c) the three transmission lines were proposed in the following
order of construction, from Seabrook north to Newington (the

FSeabrook-Newington line"), from Seabrook southwest to

- 11 -
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Tewksbury, and from Seabrook west to scobie (the

TSeabrook-scobie line™) (See Flgure 2);

(d) the two-unit Seabrook station would also requilre two
transmission lines to be built across the Massachusetts/Hew
Hampshire border -- i.e,, the "North/Scuth Interface” of the
New England transmission grid -- in order to reinforce the
existing transmission network so as to absorb seabrook's output

and transmit it to load centers in southern New England;

{®) one of these twoc north/south transmission lines -- the
Seabrook-Tewksbury line -- would be built in conjunction with
Seabrook 1, and the second -- the Seabrogk-scobie-Tewksbury

line -- would be timed with sSeabroock 2:

{(£) an alternative to the Seabrook-Tewksbury line would be a
second line along the Seabrock-Scobie-Tewksbury route and would

require more right-of-way and additicnal cost; and
{g) the Seabrook-Tewksbury line would add a source of power to
northeastern Magsachusetts through a new substation proposed in

the Boxford area.

Mr, Chernick alsc identified a number of changes that had

occured since 1976-1977 with respect to the circumstances listed above
. I, p. 146; Exhibit 15-acG-1, pp. 5-8: AG Brief, pp. 6=7):

(a) completion of Seabrook 1 is still at least two years away
(i.e., in late 1986 or early 1987), and seabrook 2 is slated
for the 1990's at the earliest, if not cancelled oukrighi;

{b) the order of construction of the lines from Seabrock has

changed, with both the Seabrock-Scobie and Seabrook-Newlington

lines already built;

- 12 =
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(¢) with two transmission lines alrsady built and one nuclear
plant expected, the rationale for a third line to cohnect

Seabrook to the grid no longer exists;

(d) with one unit at Seabrook, reinforcement to the North/South
Interface is needed but would reaquire only a single new 1000+

MA transmission line;

(e} since the Seabrook-Tewksbury line 18 not necessary to
connect Seabroock to the grid, then an alternative to the
Seabrook-Tewksbury line for crossing the North/South Interface

is the Scobie-Tewksbury line;

(£) the Scobie-Tewksbury line is shorter and less costly to

construct than Seabrook-Tewksbury; and

{g) the Boxford Junction substation is not needed until at
least 1992 and, therefore, should not be a justification for

Seabrook-Tewksbury in the short run,

The Attorney General concluded that these changes have
8ignificantly altered the justification for the Seabrook-Tewksbury
line since 1977, He concluded that either the Seabrook-Tewksbury line
or the Scobie-Tewksbury line may be needed for transmission-system
reinforcement purposes, that the twe lines have roughly equal
reliability benefits {Tr. I, pp. 144~145), that based on direct
construction costs the Scobie-Tewksbury line is preferable {Exhibit
15-aG-1, p, 20), and that the need for the Seabrook-Tewksbury line in
the 1980's has not been demonstrated (Id., p. 6).

In response to guestions of the Companies, Mr, Chernick stated
that his comparison of costs of the two lines did not reflect
differential line loss costs or the economic penalties that could
ocour if the Scobie-Tewksbury line could not be built in time for
Seabrook 1's commercial operation and if resultant transmission
constraints prevented WEPEX from dispatching the region's generating

Sstations in a least-cost fashion (Tr. I, pp. 122-123, 144, 147).

- 13 -
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2. Costello's Position

Ccostelle also identified changes that have transpired since
1976-1977 which eliminate the need for the Seabrook-Tewksbury line in
conjunction with Seabrook 1, Specifically, he cited: the almost
certain ecancellation of Seabrook 2; the ability of seabrook 1 to be
put into service with only the two existing lines in place; the
apility of either the Seabrook-Tewksbury line or the Scoble~Tewksbury
line to transmit Seabrook's energy to southern New England; and the
deferral of the need for the Boxford substation until the year 2000
{Costello Brief, pp. 8-8).

Costello argued that these changes demonstrate that the
Seabrook-Tewkshury line is no longer required in conjunction with
Seabrock 1, as was the case at the time of the Siting Council's
decision in Docket No. 76-24,

Additionally, Costello'’s witness, Dr. Graneau, testified that
the two existing 345 kV transmission lines already connected to the
geabrook site ~- the Seabrook-Newington and Seabrook-Scobie lines —-
are sufficient to tie Seabrook's 1150 MW into New England’s
transmission system (Exhibit 1-¢-1, p. 3), Dr, Graneau further
testified that if another line cressing the North/South Interface were
necessary, the Scobie-Tewksbury line would be preferable in terms of
combined line loss and incremental construction costs (Id., pp. 4-6).
Dr, Graneau alse stated that his cost analysis was incomplete because
he lacked information on the Seabrook-Tewksbury line's sunk capital
costs (Tr. I, pp. 12, 25-26), regional line loss differentials (Id.,
P. 72), and capacity cost component of line losses (Id., p. 84).

Finally, Dr, Graneau proposed a method for ceonnecting the
Seabrook-gcobie and Scobie-Tewksbury lines into the Scobie substation
(via a three circuit breaker arrangement) so as €0 improve the
reliability and reduce the line losses of the local transmission

system (Exhibit 46-C-7, pp. 1-8).

- 14 -
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B. The Companies' Position Regarding Changed Circumstances

and Need for the Lines

l. The Companies' Position

a. Need

The Companies argued that in spite of changed cilrcumstances,
the Seabrook-Tewksabury line is still needed in conjunction with
Seabrook 1 and the Companies remain in compliance with the 3iting
coﬁncil's 1977 order.

The Companies' witness, Mr. Bigelow, conceded that certain
changes indeed had occured since 1977, gince both the Seabrock-
Hewington and Seabrook-Scobie lines were in service, he agreed that
Seabrook~Tewksbury was not necessary as a direct connection between
Seabrook and the grid in order to meeting federal licensing
requirements {(Exhibit 17-N-11, pp. 17-18; Tr. III, pp. 21-24)}. Mr.
Bigelow also agreed that: it was unlikely that Seabrook 1 would be
operating hefore mid-1986 or early 1987 (Exhibits 35-B-14 and
64-N-14); seabrook 2 was indefinitely delayed and would possibly be
cancelled (Tr. ITI, p. 73; Tr, IVA, pp. 63~64; Exhibits 34-B-13 and
36-B-15): and the Boxford substation was not needed in the foreseeable
future {Trx. III, p., 27; Tr. IVs, pp. 58-59; Exhibit 4{0-B-19).

However, the Companies argued that some circumstances had not
changed singe the 8iting Council's 1977 Order., The Companies asserted
that they had provided evidence in Docket No, 76-24 that the
Seabrook-Tewksbury line Was needed in conjunction with Seabroeok 1 not
just to intergonnect Seabrook to the grid but also because the
North/South Interface needed reinforcement when Seabrook 1 came on
line, 1In support of that contention, the Companies cited an exhibit

from the record of the 1977 proceeding {NEES Brief, pp. 13-14):
Today, there are only twoc 345 KV lines connecting the Northern

New England system with Massachusetts. The ability of thease

lines to transfer power to Massachusetts is limited to

- 15 -
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approximately 1050 megawatts, Clearly, there is a need to
ingrease transmission capability between Northern New England
and Massachusetts by the time Seabrook is in full operation.
Otherwise, the significant savings which can be realized by
operating the most ecdnomic pattern of generation cannot be
realized. The Seabrook to Tewksbury 345 kv line is one of the
additional facilities which will accomplish this economic

benefit, [bocket No. 76-24, Bxhibit W-16B, pp. 4-5.]

Mr. Bigelow testified that a new 345 kV transmission line was
still needed to cross the North/South Interface in time for Seabrook
1. Without such a new crossing, the limited north/scuth transfer
capability of the existing system would inhibit the ability of NEPEX
to economically dispatch the region's power plants and purchases
(Bxhibit 17-N-11, pp. 21-22, 26). In that case, Mr. Bigelow noted
that: {1) NEPEX would have to avoid reliability problems by
dispatching supplies and opetating the transmission system in
accordance with the North/sSouth Interface's transfer limits; and (2)
these operaticnal constrainte would mean that economic penalties would
occur any time the economic generation available in northern New
England exceeded the sum of the northern few England loads plus the
transfer limit (Exhibit 17-N-11, pp. 20-23, 25-27; Tr. IVB, pp. 9-11:
Tr. II, pp. 48-49; Exhibit 61-B-27). Mr, Bigelow testified that a new
transmission line was needed to be built across the North/Scuth
Interface in conjunction with Seabrook 1, just as it had been needed
in 1977, to aveid "locked-in® economic-generation north of the
Massachusetts border (Exhibilt 17-N-11, pp. 19-25},

Mr, Bigelow noted that the Scobie-Tewksbury line and the
Seabrook-Tewksbury line would be roughly equivalent in terms of their
ability to satisfy the need to increase the north-south transfer
capability sufficiently to allow an economic dispatch with Seabrook 1
an line, However, he asserted that the Zeabrook-Tewksbury line is
atill the line to construct in conjunction with Seabrook 1 since cne
line is needed and the Seabrook-Tewksbury line is the lower-cost

alternative (Id., pp. 18-20, 29-30, 38}.
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b. Cost

The Companias argued that even in light of the changes that had
occured zince 1977, the Seabrook-Tewksbury line is still the
least-cost line to build to meet the need for a line across the
North/South Interface in conjunction with Seabrook 1 (Exhibit 17-N-11,
pp. 38-40), 1In support of this contention, Mr. Bigelow presented the
results of various cost analyses of the Seabrook-Tewksbury and
gcobie-Tewksbury lines (Id,, Sch, ROB-13, ROB-14, ROB-15). The
Companies' cost evidence related to three types of costs:

construction costs; line loss costs; and economic penalties,

i. Construction Costs

Mr, Bigelow presented several construction cost estimates for
each line, where the éstimates changed due to different assumptions
regarding the expected completion dates for the lines and for Seabrook
1 (Bxhibit 17-N-11, sSch, ROB-13, ROB-14, ROB-15),

The first analysis assumed the lines would need to be completed
by December 1984, when PSNH expected Seabrook 1 to be operational
{Bghibitr 17-w-11, pp. 33-35, sch, ROB-13}, The second analysis
assumed an in-service date for Seabrook 1 of July 1986, the planning
date then used by NEES (Id., p. 35, Sch. roB-14). Both of these
gtudies resulted in present values (in 1983 dollars]5 of $20.1
million for the Scobie-Tewksbury line's construction costs and $26
million to $26.7 million for the Seabrook-Tewksbury line's
construction costs.

In both of these analyses, NEPCo agsumed thakt the Seabrock-
Tawkabury line could be built in time for seabrook 1's commercial
poperation, but a projected 4.S5-year licensing and construction lead

time for the Scoble-Tewksbury line meant that the lakter line could

5/ Hereinafter, all present worth figures will be expressed in

terms of 1983 dollars, using a 14.24 discount rate based on the
Companies' weighted incremental cost of capital (Exhibit
17-N-11, p. 33). Both the Companies and Mr. Chernick agreed
that this was an appropriate basis for the disceount rate (7Tr.
IVB, pp. 52-55; Tr. V, pp. 135).

- 17 -



ALl

la

"

-261-

not be completed until late 1988 (Id., pp. 30~32), To demonstrate the
long lead time for Scobie-Tewksbury, the Companies provided a list of
permits that had not yet been cbtained from Massachusetts and New
Hampshire agencies, along with a flow chart indicating the expected
critical path schedule for these permits and construction activities
(Id., sch. ROB-12; Exhibit 41-B-20). The Companies alsc noted that
their estimate of a 31.5-~month permitting period and a 22Z.5-month
construction process for the Scoble-Tewksbury line was optimistie,
since it assumed nc appeals or other licensing complications that had
surrounded the Seabrook-Tewksbury line (NEES Brief, pp. 29-32; Exhibit
17-8-11, p. 32).

These estimates show that the Companies expected the sSeabrook-
Tewksbury line to cost more to construck than the sScobie-Tewksbury

line.

ii. Line Loss Costs

Mr. Bigelow also calculated line loss costs associated with
running the region's transmissicon system with one or the other of the
two lines, He based his calculations on the results of line loss
studies performed by NEPOOL (Exhibit 17-N-11, p., 34, sSch. ROB-13,
ROB-14, ROB=15). These results showed that with the
Seabrook-Scobie-Tewkshury route for the line crossing the Morth/South
Interface, regional line losses would be higher than with the
Seabrook=-Tewksbury line (Id.). The Companies cited two reasons for
these higher losses: (1) the predominant north-to-south power flow
from Seabrook 1 would have to travel a longer distance over the
Seabrook-Scobie-Tewksbury route (about fifty-five miles) than over the
Seabrook=Tewksbury route (about forty miles) {Tr. IVA, p. 5; Exhibits
4-N-3 and 14-B~-4)}; and (2) without the Seabrook-Tewksbury line, there
would be higher curtent on the Seabrcok-Scobie-Tewksbury route, since
there would be only two paths for the power to flow out of Seabrook,
which would produce higher loadings than would occur with three paths
out of Seabrook (Bxhibit 4-N-3; Tr, 111, pp. 11-12; Tr. IvAa, pp. 5-9,
20=-213}.

Since the Companies asserted that the differential losses would
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start in 1988, the year the Companies assumed the Scobie-Tewksbury
line would be in service, and would end in 1990 when a second line
would be built across the North/South Interface (something the
Companies had scheduled to be tied with Seabrock 2) (Exhibit 29-B-9;
Exhibit 51-N-13, pp. 15-1&), the Companies calculated the value of
differential line losses over three years. They estimated the present
value of these three years of losses to be $3.1 million {(Exhibilt
17-N-11, sch, ROB-14).

According to Mr. Bigelow, this estimate is conservative since
the Companies do not expect Seabrook 2 to be completed in the
foreseeable future and since the incremental line losses would
continue as long as the construction of a second crossing of the
North/gouth Interface continued to be postponed (Exhibit 51-N-13, pp.
15-16; NEES Brief, p. 21). Further, the line loss calculations do not
reflect megavar losg costs which if included would have raised the

line loss c¢ost estimates (Tr. IVA, pp. 86-87).

iii, Economi¢ Penalty Costs

Since the Companies assumed that the Scobie-Tewksbury line
could not be completed until late 1988, they asserted there would be
logked~in economic generation north of the Massachusetts border if
Seabrook 1 went into operation and a new North/South Interface
crossing were not in service, Locked-in low-cost generation north of
the Massachusetts border would have to be replaced with higher-cost
power generated in southern Wew England. The Companies used several
planning dates for Seabrock 1's start-up to estimate how long these
gconomic penalties would run and how much they would cost the regicn
{Exbibit 17-N-11, pp. 22-29, 32-38, Sch, ROB-9, ROB-10, ROB-13,
ROB-14),

The Companies used a computer model known as ECOPEN to simulate
how NEPEX would dispatch the region's generating stations teo meet
¢ertain load conditions, taking inkto account the presence or absence
of a transfer limit {i.e., lack of a new transmission line) across the
North/south Interface, The difference in productiom costs between two

dispatches with and without a transfer limit is the gross economic
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penalty (Exhibit 17-N-11, sch, ROB-9, ROB-10; NEES Brief, pp. 26-28),

According to the Companies, with Seabrook 1 on line in pecember
1984, the absence of a new transmission line would incur economic
penalties in the range of $? million to $17 million a year, depending
upon assumptions about power plant performances. The present value of
the Companieg’™ expected penalty is $29.1 million for the
Scobile-~Tewksbury line and $U for the Seabrook-Tewksbury line (since
the Companies expect the latter can be in service at the time of
Seabrook 1's start up) (Exhibit 17-N=-11, gch. ROB-9, ROB-13)., The
Ccompanies estimated that with geabrook 1 on line in July 1986, the
annual economic penalty associated with the Scobie-Tewksbury line
would range from $16 million to $31 million, with a present worth for
the total expected penalty of $20.5 million (Bxhibit 17-§-11, sSch,
ROB~10, ROB-14}; the economic penalty associated with the
Sezbrook-Tewksbury line would again be zero.

Mr. Bigelow asserted that these estimates were expected values,
since with better than assumed performance of the generating stations,
the total economic penalty could increase as much as 300 percent
{Exhibit 17-N-11, p. 34, Sch. ROBR-9), while unexpected summer outages
of Seabrook 1 could reduce the penalty by $5 to $10 million a year
(Id., sch. ROB-10),

iv. Total Costs

The Companies argued that the same rationale that pushes for
building a new line acgross the North/south Interface in conjunction
with Seabrook 1 regquires the Companies build the line that can be
conpleted in sufficient time to avoid substantial economic penalties
(NEES Brief, p. 26). According to the Companies, this line is the
Seabrook-Tewksbury line, with a cost of approximately $27 million (in
terms of the present worth of its tctal costs), as compared to $44
million to $52 million for Scobie-Tewksbury (Exhibit 17-8-11, pp.
38-39, sch, ROB-13, ROB-14). The Companies explained that in spite of
higher estimated construction costs for the Seabrook-Tewksbury line,
ite shorter distance and its ability to be built sooner than the

Scobie-Tewksbury line give it a cost advantage, thus making it the
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line that must be constructed in a manner consistent with the
construction program at Seabrook (Id., pp. 39-40; NEES Brief, pp. 12,
36-37).

" 2. NEPOOL's' Position

As an "interested Person" in this proceeding, NEPOOL supported
the Companies' position that the Seabrook-Tewksbury line would provide
a needed transmission link between Massachusetts and northern New
England, and would enable Mew England to "avoid 'locked-in' soutces of
low-cost electricity in northern New England, a condition which
viclates both the public interest and specific NEPQOL standards®
(NEPOOL Brief, p. 18). HEPQOOL cited lower line losses and avoldance
of economic penalties as benefits of the Seabrook-Tewksbury line that
would cutweigh its higher construction costs (Id., pp. 19-20).
Finally, NEPCOL noted that "even Mr. Chernick.,.testified that the
Tewksbury-Amesbury line is the less risky route and that a 'common
cause' outage which could wipe out the entire Scobie-Tewksbury
transmission corridor could be avoided by the construction of the

Tewksbury-aAmesbury line" {Id., p. 18).

C. The Intervenors' Criticisms of the Companies' Case

1. The Attorney General's Criticisms

While the Attorney General did not dispute the need for one
line across the North/South Interface at some point in time, he
questioned the Companies' conclusions that the Seabrook-Tewksbury line
is necessary and ig the least-cost alternative (Tr, I, pp, 115-116; AG
Brief, p. 2). 8pecifically, the Attorney General asserted that the
Companies' estimates 0f economic penalties and line losses associated
with the 3cobie-Tewksbury line are overstated due to the Companies!
improper choice of key assumptions (1d., pp. 23-24, 33-35; Exhibit
47-aG-10),

Regarding economic penalties, the Attorney General argued that

the period in which the Companies estimated economic penalties would
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run is overstated (Exhibit 47-aG-=10, pp. 7, 36; AG Brief, pp. 14-17).
He rejected the Companies' estimates of economic penalties commencing
in pecember 1984, since even the Companies believe this is an
unrealistically early in-servige date for Seabrook 1 (Tr. V, pp. 97).
The Attorney General alsgo asserted that even a July 1986 starting date
is faulty, because the Companies admitted in their Brief that a change
to February 1987 would be appropriate (AG Brief, p. 1l8; Exhibit
63-AG-15). Further, he argued that the Companies' assertlon of a
4,5-year lead time for Scobie-Tewksbury is too long and that economic
penalties should terminate before the end of 1988 (AG Brief, p. 15:
Exhibit 47-aG-10, pp. 36-37).

The Attorney General's witness, Mr, Chernick, also testified
that the Companies used improper assumptions about the availabilities
of northern generating units, as a result of including no summer
outages for nuclear units, toc-short refueling outages, and too-low
forced outage rates {Exhibit 47-aG-10, pp. B-17). According to the
Attorney General, these availability assumpticns would lead to
overestimates of locked-in economic generatiom (Tr. V, pp. 56-68),

Further, Mr, Chernick stated that the Companies' use of
NEPQOL's dated fuel price projections, rather than NEES' own more
recent and lower fuel price forecast, meant that the Companies?
estimate of economic penalties is too high (Exhibit 47-aG-10, pp.
17-23; AG Brief, pp. 20-23},

The Attorney General concluded that the Companies'™ economic
penalty estimates are incorrect. The Attorney General offered several
adjustments to reflect a later Seabrook 1 in-gervice date, an earlier
Scoble-Tewksbury in-service date, the occurence of summer refueling
outages in nuclear units, and HEBS' fuel price projections (Exhibit
47-aG-10, pp., 19-23, 37; AG Reply Brief, pp. 5-12).

Regarding the Companies' ealculation of line losses, the
Attorney General's witness criticized the Companies' usge of:
non-representative load levels (Tr, Vv, p. 104); summer lcad conditions
alone {Exhibit 47-AG-10, pp. 26-28); an inappropriate distribution of
loads throughout New England (Id., pp. 26-28); and generation patterns
that assumed too-high availabilities for northern nuclear units (Id.,

pp. 30-31) and, in particular, for Seabrook 1 (Id., pp. 32-34; Tr. Vv,

- 22 =



cievsesieililllan

wtwndl

-266-

pp. 53-54}, The Attorney General alse adjusted the Companies' line

loss estimates to reflect use of NEES' fuel price projections and a

lower capacity factor for Seabrook 1 (Exhibit 47-aG-10, p. 37). In

the end, the Attorney General asserted that the Companies' estimates
should not be relied upon at all (AG Brief, pp. 31; AG Reply Brief,

pp. 2-4).

After modifying the Companies’™ estimates, the Attorney
General's witness concluded that the two lines appéar essentially
eguivalent in terms of their economics (¥r. V, pp. 138, 140,
145-146). Therefore, the Attorney General recommended to the Siting
Council that it (AG Brief, p. 33; Exhibit 47-AG-10, pp. 38-39; AG
Reply Brief, pp, 12-13):

(a) withdraw the original approval of the Amesbury-Tewksbury
line because conditions on which it was based have failed to

materialize;

(b) deny current reapproval of Amesburv-Tewksbury at this time,

because of NEES' weak presenkation;

{c) order NEES to proceed expeditiously with all critical path

licensing activities for Scobie-Tewksbury;

(d) determine that NEES' planning process for the Scobie-

Tewksbury and the Amesbury-Tewksbury lines was deficient; and

(e} require HERS to submit a complete case for the Seabrook-

Amesbury-Tewksbury line at the earliest possible time,

2., Costello's Criticisms

Costello also criticizZed the assumptions the Companies used to
calculate line losses and economic penalties, arguing that the
Companies overstated the costs of the Scobie-Tewksbury line.

Costello argued that the Companies' line loss estimates are

unreliable and too high due to: their improper assumption that the
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Newington station is always running (Exhibit 46-C-7, pp. 6-9; Costello
Brief, p. 41):; and their "sanapshot analysieg®™ which used only a
90-percent summer peakload condition {(1d., pp. 39-40). Costello
asgerted that the Companies' 10s8s calculations can be neither accepted
nor meaningfully adjusted, and recommended the Siting Council reject
them entirely (Id., p. 41; Costello Reply Brief, pp. 5-7}.

Concerning assumptions used to c¢alculate economic penalties,
Costello asserted the Companies ussd: lead-time estimates for
Scobie-Tewiksbury that were too long (Exhibit 22-C-60; Costello Brief,
pp. 12-18); assumptions regarding Seabrook 1's in-service date and
availability factors that were too optimistic (Id., pp. 19-25); an
improperly high o0il price forecast (Id., pp. 26-28): capacity factors
that were too high and based upon unrealistically short refueling
outage assumptions for northern nuclear plants (id., pp. 29-36).

Costello also dquestioned the basis for the Companies®
construction cost estimates for the Scobie-Tewksbury line (Id., p.
12-17).

on brief, costello offered numervus adjustments to the
Companies' cost estimates to reflect his arguments for using NEES!
fuel price forecasts, higher-sulfur-content oil in those fuel prices
forecasts, longer nuclear maintenance outages, delay in Seabrook 1 to
mid-1987, a lower capacity fackor for Maine Yankee, a Scobie-Tewksbury
in-service date earlier than September 1988, summer outages of nuelear
units, and a higher forced outage rate for Seabrook 1 (Costello Brief,
pp. 9-37, A-2 through A-10; Costello Reply Brief, pp. 8-13).

While Costello offered specific adjustments, he concluded that
the Companies' estimates were developed on the basis of such weak
assumptions that the Siting Council should start from scratch to
review the Companies' propoused transmission lines rather than base its
decision on the intervenors' proposed adjustments to the Companieg!
case (Costellc Brief, pp. 4-5).

Pinally, Costello recommended adoption of the Attorney
General's proposals, and further recommended that the Siting Council

(Id. ¥ PP. 3_4):
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(a) specifically find that the Companies' presentation has not
been adequate to meet their burden of showing that their

preferred line is indeed the better choice on economig grounds;

{b) reguire that, as a condition precedent to installing the
Seabrook~Amesbury-Tewksbury line, they demonstrate it is

clearly preferable on economic and environmental grounds; and
(@) considet, in another proceeding, the likely commercial
operation dates for Seabrool 1, and ite impact on transmission

line redquirements.

D. The Companieg' Responge to the Intervenorg! Criticisms

In response to the intervenors' criticisms and arguments, the
Companies adjusted their cost calculationz hut rejected most of the

changes supported by the Attorney General and Costello,

1. Modifications Considered

The modifications proposed by the Companies inelude: an
adjustment to the line loss calculation to reflect a 25-percent
capacity factor for Mewingtoun statlion (Exhibit 51-w-13, pp. 2-3, sch.
ROB-16); an adjustment to the econcmic penalty calculation to reflect
an 8.5-week nuclear refueling outage (1d., p. 11, Sch, ROB-21); and an
adjustment suggested on brief to modify economic penalty estimates o
reflect a February 1987 date for Seabrook 1 (NEES Brief, p. 29,
Appendix A).

hdditionally, the Companies evaluated an adjustment to the
economic penalty estimate to reflect the price differential betwaen
WEE8' forecasted fuel prices and those used in ECOPEN (EBxhibit
51-N-13, pp. 12-14, sch. ROB-22; Exhibit 17-N-11, p., 28). However,
after consideration, the Companies rejected this medification since
they believe that all fuel price forecasts are uncertain, that both
NEES' and NEPOOL's forecasts are within a reasonable range, and that

the proper forecast to use for analysis of regional economic penalties
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is the one adopted consensually by NEPOOL menmbers for estimating fuel
prices for the region’'s generators (Tr. II, pp. 52-61; Exhibit
51-N-13, p. 12; NEES Brief, p. 34; NEES Reply Brief, p. 13).

2, Modifications Rejected

Changes suggested by the intervenors but opposed by the
Companies include: reducing the gonstruction cost estimate for
Scobie=Tewksbury to reflect a higher level of transferable costs,
since the Companies believe that they properly evaluated such costs
(Tr. IVA, pp. 36-43; Exhibit 57-B=23); a shorter licensing and
construction schedule for Scobie-Tewksbury, since they believe that
their estimate is realistic (NEES Brief, pp. 29-31; Tr. I¥I, p. 39; 7Tr.
17T, pp. 69, 107-113; Tr, IVB, pp. 51-52); a fifty-percent probability
of summer outages of northern nuclear units, gince NEPOOL schedules
maintenance to avold the summer and because the otherwise random
probability of a summer outage would be twenty-one percent (Tr. III,
p. 148-149; BExhibit 51-N-13, p. 12; NEES Brief, p. 33); a
forty-eight-percent forced outage rate for Seabrook 1 in its early
years, since NEFOOL assumes a forty-percent probability (Id., pp.
33-34; Exhibit 50-B-22, gch, 7; Exhibit 51-N-13, pp. 10-11); a lower
capacity factor only for Maine Yankee but not for Vermont Yankee,
since the Companies bealieve WEPOOL's nuclear performance assumptions
are sound on average (Exhibit 50-p~22, p. 6, Sch, 6, Sch, 8; NEES
Reply Brief, p, 13); a wholly new line loass calculation to reflect
more repressntative load and generation conditions, since the
Companles assert thelr analysis is appropriate (Tr. II, pp. 198: Tr.
III, pp. 8-9: Tr, IVA, pp. 26-28, 34; NEES Brief, pp. 20-25);
eliminating the line loss calculation entirely, Since the Companies
contend that the laws of physics require that
Seabrook-gcoble-Tewksbury will produce higher line losses than would
be the cage if Seabrook-Tewksbury were built (Exhibit 4-N-3; NEES
Brief, pp. 18-19; NEES Reply Brief, pp. 9-10); and reconfiguring the
proposed connection of the seabrook-gcobie line at the scobie bus,
since the higher interconnection costs associated with that design

would exceed the present worth of its line loss savings (Bxhibit
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51-N-13 sch. ROB-17, ROB-1B).

3. The Companies' Modified Case

The Companiés ultimately conceded in their Brief that the
Siting Council should rely on cost estimates based on a February 1987
planning date for Seabrook 1's start up (NEES Brief, App. A). The
present value of the construction costs were $26.7 million for
Seabrook-Tewksbury and $20,1 million for Scobie-Tewksbury, the same
costs as$ had been projected for a July 1986 date for Seabrook 1,

The Companies proposed a differential regional line loss cost
estimate for Scobie-Tewksbury based on the following assumptions: a
February 1987 date for Seabrook 1 (Exhibit 64-§-14); ninety-percent
summer peakload conditions (Exhibit 21-C-5; BExhibit 51-N-13, n. 2);
NEPOOL estimates of forced outage rates and scheduled maintenance For
northern generating units (Id., p. 3); a twenty-five-percent capacity
factor for Newington (Id., pp. 2-3}); cases which vary with respect to
whether Seabrook and/or Newington are running (id.; Bxhibit 21-C-3, p.
1; NEES Brief, p. 20); and WEES fuel price forecasts {Exhibit 51-N-13,
p. 3}. According to the Companies, the present worth of the
Scobie~-Tewkshury line's differential losses from 1988 through 1990 is
$2.2 million {WEES Brief, App. A}.

The Companies asserted that the Scobie-Tewksbury line's
economic penalties would occur during the period between Seabrook 1l's
start date (February 1987) and the in-gservice date of Scobhie-Tewksbury
{September 1988), According to the Companies, thefSe economic
penalties would have a present worth of $14.7 million., The
geabrook-Tewkshury line was estimated by the Companies to incur no
economic penalties.

Further the Companies asserted that their cost analyses are
consetrvative since: they reflect an optimistic licensing schedule for
gcobie-Tevwksbury (Tr, IVE, pp. 51-52}; Newington's capacity factor
after Seabrook's operation is expected to be fifty percent, rather
than the twenty-five percent assumed (Tr, VI, pp. 7-8); the loadings
on the lines crossing the North/South Interface could be higher in

of f-peak conditions than was assumed in the Companies' on-peak
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analyses (Tr. III, pp. 8-9); the ECOPEN results 4o not reflect any
benefits associated with NEPOOL's interchange with New Brunswick
(Exhibit 51-N-13, pp. 8-9); the line loss calculatiens do not include
2 capacity-cost component (NERS Brief, p. 22); and the loss costs are
based on only a three-year period, even though the Companies expect
higher losses would persist beyond that date since the Companjes do
not expect a second new line c¢rossing the WNorth/South Interface in the
foreseeable future (Exhibit 51-§-13, pp. 15-16}.

The Companies concluded that even with their proposed
modifications, Seabrook-Tewksbury is the cheaper line. The Companies
asserted that, even in light of changed circumstances, the Seabrook-
Tewksbury line is still necesSsary in condunction with Seabrook 1,

They asserted that one line is needed to avold locked-in economic
generation in northern New England if: (1) secabrook 1 came on ling;
and (2) a nevw transmission line across the North/South Interface were
not in service, They prefer Seabrook-Tewksbury because it could be
put into service in vime for Seabrook 1 and would result in lower line
losses every year until a second north/socuth line Were completed., The
companies do not expect to construct this second line, the
scobie-Tewksbhury line, until Seabrook 2 is constructed, which they do
not anticipate in the near future. Therefore, the Companies belleve
that they are in compllance with the Siting Council's 1877 Order that
amesbury-Tewksbury, as part of the Seabrook-Tewksbury line, be
constructed in a manner consistent with Seabrock 1 construction, and
that pracut-Tewksbury, as part of the Scobie-Tewksbury line, be
constructed in a manner consistent with the construction of Seabrook 2
(MEBES Brief, pp. 12-15),

B. Prindings with Regard to the Companies' Compliance with
the 3iting Council's 1977 Qrder in Light of Changed

Clrcoumstances

The siting Council must initially determine whether
circumstances surrounding the Seabrook facility have changed since the
1977 order., TIf the Siting Council £inds that circumstances have

changed, it must then determine whether the Companies have complled
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with its 1977 Order in light of those changed circumstances,

1. Changed Circumstances

The Companies provided evidence, undisputed by the intervenors,
that one circumstance has not c¢hanged since 1977 -~ that the
North/South Interface needs reinforcement if Seabrook 1 comes on line
S0 as to increase the transmission system's transfer capability in
order to enable NEPEX to economically dispatch the region's generators
while also meeting NEPOOL's reliability standards (BExhibit 17-w-1),
pp. 19-20, 22-25; Tr, I, p. 115-11%6; AG Brief, pp. 2-31).

The Siting Council accepts the Companies' argument that
additional reinforcement of the Horth/South Interface is needed if
Seabrook 1 comes on line and that this rationale for a new
transmission line has not changed since 19??.6 Accordingly, the
Siting Council finds that one relevant circumstance has not changed
since the 1977 order.

At the same time, however, the parties have demonstrated that:
{l) Seabrook 2 has been indefinitely postponed and may never be built,
and therefore the Seabrook project will at most be a one-unit nuclear
facility; (2) Seabrook 1 would need only two transmission lines to
connect it to the New England grid; (3) two transmission lines already
have been built te connect Seabrook 1 to the grid; (4) the
Seabrook-Tewksbury line is not needed specifically for the purpose of
connecting Seabrook 1 to the grid; and (5) Seabrook 1 is not likely to
be completed before February 1987 (Exhibit 15-aG-1, pp. 5-6; Costello
Brief, pp. 6-7; Exhibit 17-8-11, pp. 17-25; Exhibit 64-w-14; Tr. III,
pp. 22-24, 27},

Accordingly, the 8iting Councll finds that relevank

circumstances have changed since 1977,

6/ The Siting Council's findings of fact in regard to the Seabrook
1 facility are strictly limited to the question of the
Companies' compliance with the 1977 Qrder, Those findings
which concern the operation of Seabreok 1 or a start-up date
for that facility are reached for the sole purpose of reviewing

the Companies' compliance with the 1977 order. The Siting
Council, however, makes no findings regarding whether or when

Seabrook 1 will come on line.
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2. The Companies' Compliance with the 1977 order in

Light of Changed Circumstances

The patties disagree on whether, in light of these relevant
circumstances, the Companies are in compliance with the condition in
the 1977 Order that they build the Amesbury-Tewksbury and nracuat-
Tewksbury lines in a manner consistent with the construction program

at Jeabrook.

a, MNeed

In light of the findings above regarding changed circumstances
since 1977, the Siting Council finds that the Seabrook-Tewksbury line
is not specifically needed to meet federal licensing requirements
regarding Seabrook 1's interconnection to the grid, as was the case in
Docket No. 76-24, Further, the 8Siting Council finds that a new
bhigh-voltage, high-capacity transmission line connecting northern and
soputhern New England is still needed to be built in conjunction with
Seabrook 1.

The Companies and the Attorney General bokth testified that the
scoble-Tewksbury and Seabrook-Tewksbury lines are essentially
equivalent in terms of their reliability and in satisfying the need
for a north/south line to be built in conjunction with Seabrook 1.
However, the Companies and NEPQOL asserted, and the Attorney General's
witness conceded, that the Seabrook-Tewksbury line has slight
reliability advantages over the Scobie-Tewksbury line because building
a new line on the Seabrook-Tewksbury route would reduce the risk of a
conmmon—cause gutage with other transmission lines that would share the
scobie~Tewksbury right-of-way (NEPQOL Brief, p. 18; 7r. v, p. 145),

The Siting Council finds that either the sSeabrook-Tewksbury
line or the scobie-Tewksbury line would meet the need for a new 345 kV
transmission line across the North/South Interface in conjunction with
Seabrook 1's operation, The Siting Council further finds that the
Saabrook-Tewkshury line has slight reliability advantages over the

Scobie-Tewksbuty line,
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b. Cost

The Companies assert that they are in compliance with the 19277
Order since they plan to build only the lesser cost Seabrook-Tewksbury
line in conjunction with the first {(and perhaps only) unit of the
Seabrook project, They argue that their studies show that the
Seabrook-Tewksbury line is the appropriate choice since 1t has
significant cost advantages over the Scobie-Tewksbury line in meeting
the need for a new line across the North/Scouth Interface in time for
geabrook 1l's start up (HEES Reply Brief, pp. 6-7).

The Attorney Gensral and Costelle question this conclusion
because they believe the Companles used improper assumptions in their
cost analyses, The intervenors offered various modifications to the
results of the Companies' analyses to reflect the intervenors' own
assumptions. Ultimately, though, the Attorney General and Costello
assert that the Companies' analyses are so0 flawed that the Siting
Council should reject them in toto, rescind the 1277 oOrder approving
the lines, and initiate a new review of the need for and cost
advantages of the two lines,

In order to determine the issue of whether the Companies have
complied with the Siting Council's 1977 Order in light of changed
clrcumstances, the Siting Council must evaluate whether the Companies!
plans to construct the Seabrook-Tewksbury line as the lesser-cost
facility to meet the need for a new line across the North/south
Interface in conjunction with Seabrook 1, are consistent with the

Siting Council's 1977 Order.

i, Construction Costs

The first component of the cost analysis concerns construction
costs, The Companies ultimately propcased that the Siting Council rely
on a construction-cost estimate for the two lines that was relevant
for either a mid-=-1986 or February 1987 start-up date for Seabrook 1
{Exhibir 17-N-11, Sch, ROB-14; WEES Brief, App. A)}. The Attorney
General had arguéﬁ that he did not expect Seabrook 1 to be in service

before late 1986 or early 1987 (Exhibit 15-aG-1, App. p. 7). The
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Siting Council finds that the difference between these two in-service
date assumptions 1s within a reasonable range of error. Acgcordingly,
the Siting Council finds the Companies' use of a February 1987
planning date for Seabrook 1 as the basis for developing a
transmiszion-line construction cost estimate is reascnable.

According to the Companies' estimates, the present value of
construction costs for the Seabrook-Tewksbury line was $26.7 millicn
and was $20.1 million for the Scobie-Tewksbury line (Exhibit 17-N-11,
sch. ROB-14; NEES Brief, app. A). The Attorney General aad Costello
questioned elements of the Companies' construction cost estimate for
the Scobie-Tewksbury line. However, the Attorney General and
Costello did not gquantify portions of the Companies' estimates which
they believed should be changed in specific ways for specific
reasons., Absgent any affirmative evidence to use 1ln place of the
companies' construction cost estimates for the Seabrook-Tewksbury and
Scobie-Tewksbury lines, the gSiting Council finds that the Companies’
construction cost estimates provide a reasonsble basis for determining

which of the two lines is least cost, See Table 1,

ii. Uine Loss Costs

In regard to line loss costs, the Companies' and (Costello's
witnesses agreed that line losses vary with the length and current
resistance on transmission lines (Exhibit 4-N=3; Tr. I, pp. 41-43).
Thus, for a given level and distribution of generation and load in a
region, there would be higher losses for a transmission system with a
1dnger line and with higher current than for one with a shorter line
and lower current. The Companies testified that a NEPOOL grid with
two interconnecticons to Seabrook would produce higher current on those
intergonnections than a system with three interconnections, all else
being equal (Tr. III, pp. 10-12), Also, they provided evidence that
in the absence of the Seabrook-Tewksbury line, the predominant
north-to-south power flows in the region would have to travel both at
higher current and over longer distance in a grid that included the
Seabrook-3cobie-Tewksbury path, totalling fifty-five miles, rather
than the Seabrook-Tewksbury path, tctalling forty miles {Exhibits
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4-N-3 and 11-B-1).

In that line losses vary directly with the length and with the
square of the current of tranemission lines, the giting Council finds
that for a given level and dietribution of load in Wew England,
current Would be higher con linezs in the proxinmity of Seabrook if the
Seabrook-Tewksbury line were not bhuilt and there remained only two
interconnections between Seabrook and the New England grid, The
Siting Council also finds that the predominant north-to-south power
flow across the North/8outh Inkterface would have to travel farther if
the Scobie-Tewksbury line were built instead of the Seabrook-Tewksbury
line, The §iting Council determines that the line loss differential
between a system with only the Scobie-Tewksbury line and a system with
only the Seabrook-Tewksbury line is greater than zero,

Mr. Blgelow and br. Graneau agreed that the full economic value
of line losses should include both capacity and energy costs (MEES
Brief, p. 22; Tr. I, p. 84)

The Siting Council accepts that line losses should be valued at
their energy and capacity costs,.

Accordingly, the Siting Council finds that there will ke higher
differential regional line losses associated with construction of the
Scobis=-Tewksbury line as opposed to the Seabrook-Tewksbury line,
during the time when only one of those two lines is in Service, and
further that those losses will have economic value greater than zero.

The parties disagreed on the magnitude of these losses and what
economic value the Siting Council should attach to them. According to
the Companies' estimates, the present value of line losses from 1988
through 1990 is $2,2 million (NEES Brief, App. A). The Companies
believe this is a ¢onservative estimate be¢ause they actually expect
logses to last beyond 1990 and the estimate inecludes neither
negavar-loss nor capacity-component costs (Id., p. 22; Tr. II, pp.
176=177; Tr. IVA, pp. 86-87).

Costello did not dispute the methodology used by the Companies
but 414 criticize the assumptions the Companies used to calculate line
losses (Qostello Brief, pp. 39-42), Although the Attorney General's
witness suggested a modification to an early estimate (prepared by the
Companies for a July 1986 seabrook date) to reflect a lower capacity
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factor for sSeabrook 1, in the end both the Attorney General and
Costello recommended that the Siting Council completely reject the
Companies’ line loss estimates as unreliable [(AG Brief, pp. 24-31;
Costello Brief, pp. 38«39, 41},

Because the Siting Counc¢il has found that losses will be higher
if Scobie-Tewksbury is constructed instead of Seabrook-Tewksbury and
that these losses have economic value, the Siting Council cannot
accept the intervenors' recommendation that the Siting Council reject
altogether the Companies' line loss cost estimates.

Further, the Siting Council accepts the Companies' final
estimate of losses (NEES Brief, App. A) as a reasonable approximation
of the economic value of these losses, in light of the Companies'
agsertions that these estimates are conservative and the intervenors’
assertions that the Companies' estimates overstate line losses,

Accordingly, the silting council finds the Companies' line loss
estimates provide a reasonable basis for determining which

transmission line is least cost, 8See Table 1,

iii. Economic Penalty Costs

The final cost component concerns economic penalties, The
companies argued that substantial economic penalties associated with
locked-in generation in northern New England would occur if the
Scobie-Tewksbury line, as opposed to the Seabrook-Tewkshury line, were
the one built in conjunction with Seabrook 1. According to the
Companies, these economic penaltlies with a present worth of $l4.?
million could be avoided if Seabrook-Tewksbury were constructed in
conjunction with Seabrook 1.

The Attorney General's witness criticized the assumptions that
the Companies usad to calculate economic penalties and offered
modifications to the Companies' economic penalty estimate to reflect:
a lower capacity factor for Seabrock 1; a longer maintenance period
for northern nuclear units; a fifty-percent probability of a summer
outage at Seabrook 1; use of NEES' fuel price forecasts:; and the
Scobie-Tewksbury line being built in 1986 or 1987 (Exhibit 47-AG-10,
pp. 8-23). Taken together, these medifications resulted in total
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expected economic penalties amounting to approximately $3 million
(1d., p. 37).

Ccostello also cffered modifications aimed at changing the
Companies’ estimates, He identifled the impacts on the Companies’
estimates of assuming: the differential between NEES' fuel prices and
those used in ECOPEN; delav of Seabrook 1 beyond 1987; a reduced
capacity factar For Maine Yankeer an earlier in-service date for the
scobie-Tewksbury line; a twenty-percent probability of a summer outage
at a northern nuclear plant; and & higher forced outage rate for
seabrock 1 (Costello Brief, pp. 9-37, A-2 through A-10},

The Siting Council agrees with the Companies' and Costello’s
agsertions that the proper way to calculate economic penalties is
through simulating the dispatch of the region's generating stations to
meet forecasted lcad using scenarlos that vary with respect to the
exigtence of a transfer limit at the North/South Interface (Exhibit
51-n-13, pp. 12-13; Tr. I1I, p. 95: Costello Brief, p. 9)., The Siting
Council also notes that the Companies' ECOPEN estimates represent the
only evidence developed through such a methodology. Aaccordingly, the
Siting Council finds that the approach used by the Companies is an
acceptable method for projecting economic penaltiss assoclated with a
nocth/south transfer limit.

The Companies have argued that the economic penalties
associated with the Scobie-Tewksbury line would begin in Pebruary
1987. The Companles have arrjived at this date on the basis of their
estimate of a "start-up” date for Seabrook 1. While the Siting
Council makes no findings in regard t¢ an operational date for
Seabrook 1, it accepts the Companies' assumption for the purpose of
evaluating the economic penalties associated with the Scoble-Tewkshury
line.

Further, the Siting Council finds that a September 1988
in-gervice date for the scobie-Tewksbury line 1s consistent with the
transmission line construction cost estimates for the Scobie-Tewkshury
line and the Seabrook-Tewksbury line that Were previously determined
by the §Siting Council te be a reascnable basis for planning, Further,
the Siting Council agrees with the Companies' position that their

lead-time estimate for licensing and constructing the Scobie-Tewksbury
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line is realistic. Accordingly, the Siting Council finds that the
September 1988 in-service date for the Scobie—tewksbury line is a
reasonable date to use for planning purposes for marking the end of
the economic penalty period,

The $iting Council agrees with the Companies that projections
of energy production costs in New BEngland should be based on regional
fuel price forecasts rather than fuel-price projections specific to an
individuwal company,. This would be a reason to reject the intervenors!
claim that the Companies erred in using NEPOOL fuel price projections,
rather than NEES', in the ECOPEN analyses. HowWwevVer, in this case, the
Companies testified in response to the intervenors' dquestions that
fuel price projections had dropped since the ECOPEN analyses (Tr, II,
p. 53). Also, they stated that while both NEES' and NEPOOL's
projections were within a reasonable range, current price projections
were closer to those in the NEES projections {Id., pp. 33-54, 63-64),
The Companies did not rerun BCOPEN and opposed use of NEES' fuel price
forecasts, but coffered a methodology that could be used to adjust
ECOPEN's results to reflect the difference between NEES' and NEPOOL's
fuel price projections, Costello supported thig modification.

Absent a recalculation of economic penalties based on a mote
recent NEPOOL price projection, the Siting Council elecks to use the
NEES fuel price projection as a reasonable approximation of a more
recent fuel price forecast for the reqgion as a whole. Accordingly,
the Siting Couneil finds that a modification of economic penalty
astimates to reflect use of NEES' fuel prices is in order and that the
methodology presented by the Companies 1s the one the siting Council
will use to modify the ECOPEN results (See Exhibit 51-nN-13, Sch.
ROB-22; Tr. VI, pp. 97-98: Costello Brief, p. A-2).

Further, the siting Council finds that the intervenors failed
to establish that their assumptions regarding the expected performance
of selected generating units in northern New England were more
reliable than the Companies' assumptions about the performance of unit
types on average,

Accordingly, the Siting Council finds that the Companies'
egtimates of econcmic penalties, adjusted as noted above to reflect

use of NEES' fuel price forecast, provide a reasonable basis for
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determining which transmission line is least cost, Therefore, the
Siting Council finds that the present value of the Scobie-Tewksbury
line*s economic penalty i{s $12.8 million. gee Table 1.

iv, Total Costs

Table 1 compiles the cogt information determined above to be
the reasonable basis for comparing the Seabrook-Tewksbury and scobie-
Tewksbury transmission lines, The present worth of Seabrook-Tewksbury
is $26.7 million and of Scobie-Tewksbury is $35.l million.
Accordingly, the Siting Couneil finds that Seabrook-Tewksbury is the

least-cost Iine.7

1/ The giting Council notes that even if it had accepted all of

the intervenors' proposed adjustments to the (Companies® cost
estimates for the Scobie-Tewksbury line to reflect no line loss
differential and lower economic penalties, the Seabrook-
Tewksbury and Scobie-Tewksbury lines would still be
approximately equal in cost, If the Siting Council had
eliminated Scobie-Tewksbury's line loss costs altogether, as
proposed by Costello (Costello Brief, p. A-7), the present
value of the total cost of the Scobie-Tewksbury line would have
been reduced by $2.2 million (See Table 1). Further, if the
Siting Council had accepted the Attorney General's or
Costello's recommendations to assume a 50-percent probability
of a summer outage for Seabrook 1 (Exhibit 47-AG-10, p., 37), a
48-percent forced outage rate for Seabrook 1 (Id.; Costello
Brief, p. A-9), and a reduced capacity factor for Maine Yankee
(Id., p. A-5), the present value of the Companies' estimate of
economic penalties for the 3cobie-Tewksbury line would have
been adijusted by approximately $6.0 million (this reflects
adjustments to the changes collectively indicated in Exhibit
47-aG-10, p. 37, and Costello Brief, pp. A-2 and A-~5, so as to
avoid double-counting the fuel-price modification the siting
council made to the Companies' estimates to reflect use of
NEES' fuel price forecasts). Thus, a total reduction by $B.2
million of the Companies' present-value estimate of the cost of
the Scobie-Tewksbury line (8ee Table 1} would result in a net
pregent value for Scoble-Tewksbury of $26.9 million, as
compared to $26.? million for Seabrook-Tewkshiury. Therefore, a
cost analysis incorporating the intervenors' assumptions still
would not produce results showing the Companies' election to
build the Seabrook-Tewksbury line is not in compliance with the
1977 order. Purther, any cost advantages that would have been
shown for the Scobie~Tewksbury line would have had to outweigh
the reliability advantages of the Seabrook-Tewksbury line.
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The giting Council finds that the seabrook-Tewksbury line is
Ehe line needed to be built since it is the significantly less costly

alternative to meet the demonstrated need,

¢, The Companies' Compliance with the 1977 ODrder

The sSiting Council notes that the Companias are pursuing
construction of the Seabrook-Tewksbury line rather the Scobie-
Tewksbury line in conjunction with Seabrook 1, because the Companies
ses the Seabrook-Tewksbury line as the lesser cost approach. Also,
the Companies are deferring constiuction of the Scobie-Tawksbury line
indefinitely,

The Siting Council f£inds that as long as the Companies are
proceeding to build the line that will provide at minimum cost the
reinforcement to the New England gqrid that wonld be needed in
conjunction with Seabrook 1, then the Companies are in compliance with
the Siting Council's condition in its 1977 Order.

Accordingly, the Siting Council finds that even in light of
changed ¢ircumstances, the Companies are in compliance with the
conditions in the Siting Council's 1977 Qrder that the Companies build
the Amesbury-Tewksbury line in a manner consistent with the

construction program at Seabrook,

V. WARRANTED MODIFICATIONS OF THE SITTNG COUNCIL'S 1977 ORDER

In light of the Companies® compliance with the Ziting Council's
1977 Order, the §iting Council finds that no modification of that

order is wWarranted,
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VI. ORDER

The Siting Council hereby finds that the Companies are in

compliance with the Siting Council's Order in Docket No, 76-24,

Lobut KD ALapic

Robert p. shapito

Hearing 0fficer

Dacember 18, 1986

UNANIMOUSLY APPROVED by the Energy Facilities siting Council at
its meeting of December 18, 1286, by the members and desighees present
and voting: Sarah Wald {for Paula W. Gold, Secretary of Consumer
Affairs); Stephen Roop {(for James S. Hoyte, Secretary of Environmental
Affairs); Joellen D'Esti (for Joseph Alviani, Secretary of Economic
Affaire}; Stephen Umans (Public Electricity Member); Joseph Joyce
{Publi¢ Labor Member). Ineligible to vote: Acting Chair Dennig
LaCroix (Public Gas Member); Elliot Roseman (Public 0il Member).
Absent: Madeline Varitimos (Public Envirommental Member). Recused

from vote: Sharon M, Pollard (Secretary of Energy Resourges),

4 /J ;} L QUMMM [s’“ﬁ/

pate pannis J, Lac 0ix

Acting Chairperson
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Figure 1
Map of New Eangland Transmission System —-
the Northeastern Massachusetts/Scuthern Hew Hampshire Section
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Pigure 2

Routes of Seabrook Transmission Lines
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Table 1
cost Comparison of the
Seabrook-Tewksbury and Scobie-Tewksbury Lines
{millions of dollars)

(a) (b (c) (d} (e)
Constr, Line Loss Economic Total Prasent
Costs Costs Penalties Costs worth

{cutrent %) (current $) {current $) (current §) (1983 $)

Seabrook-
Tewksbury Line

1 e 4

7.0 - - 7.0 $ 7.0
] 1984 8.5 - - 8.5 7.4
t 1985 9,2 - - 3.2 7.0
1986 8.0 - - 8.0 5.4
total $32.7 - - $32.7 $26.7
Scobie=-

Tewksbury Line
sunk $7.0 - - 7.0 7.0
1984 0.4 - - 0.4 0.4
1985 2.4 - - 2.4 1.8
1985 5.7 - - 5.7 3.8
1987 11.3 - 10.6 21.9 12.9
1988 0.8 0.7 12.9 14.4 7.4
1989 - 2.1 - 2,1 0.9
1990 - 2.4 - 2.4 0.9
total 27.6 5.2 3.5 56,3 35,1

sources and notes:
¢col. a - Exhibit 17-N-11, Sch. ROB-14; NEES Brief, app. A (revision
i of sch. ROB-14). These costs include allowance for funds
! used during construction.
col, b — WEES Brief, App. A {(modification of ROB-14 to reflect
February 1987 date for Seabroock l1's commercial operation).
gcol. ¢ - NEES Brief, App. A {(modification of ROB-14, ROB-16,
ROB-21), Modified also by Siting Council to reflect use
of NEES' fuel prices according to metheod indicated in
ROB~22 (see Tr, VI, pp. 97=98; Costello Brief, Table A=1}.
gol, d = (a) + (b} ¥ {¢)
col, & - present worth using NEPCo's 14.24 present worth factor {its
weighted incremental cost of capital) (Exhibit 17-§-11,
p. 33; Tr. IVB, pp. 52=55).

general assumptions: Seabrook 1 operational in 2/1987; Scobie-
Tewksbury operational in 9/1988.

=
!
i
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COMMONWEALTH OF MASSACHUSETTS
Energy Facilities Siting Council

In the Matter of the Petition of
Boston Edison Company for Approval
of its Third and Foutrth Supplements
to its Second Long-Range Forecast
of Bledtric Power Heeds and
Requirements (including the
tequirements of the Concotd
Municipal Light Plant and the
Blectric Division of the Wellesley
Board of public Works)

EFSC 85-12 (Phase II)

B .y W R N S e pe—

FINAL DECISION

Robert Shapiro
Hearing Officer
April 2, 1987

On the Decision:

Susan F. Tierney
Brian G. Hoefler
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The Energy Facilities Siting Council ("Siting Council® or
"EFSC") herehy approves the demand forecast and rejects the supply
plan as presented in the Third and Fourth Supplements to the Second
Long~Range Forecast of Electric Power Meeds and Requirements of Boston
Edison Company including the requirements of the Concord Municipal
Light Plant and the Electric¢ Division of the Wellesley Board of Public

Works.

I. INTRODUCTION

A, Dbescription of the Company

Boston Edison Company ("Boston Bdison," "BECO," or ®the
Company®) is an investor-owned utility engaged in the generation,
purchase, tranamission, distribution, bulk power sales, and retaill
sales of electrical energy. In 1985, Boston Bdison provided retail
service to 40 cities and towns in the greater Boston metropolitan area
and wholesale service to 23 customers, primarily municipal light
boards.l Total electricity sold in 1986 was 11,685 gigawatthours
{(*"CGWh") {(Bxh. H0O-158), BEC0's sales account for about 30 percent of

the retail electricity sold in Magsachusetts, Boston Edison services

1/Two municipally owned electric utilities, the Concord
Municipal Light Plant ["Concord®) and the Electric Division of the
Wellesley Board of Public Works ("™Wellesley®), receive almost all of
their power requirements from Boston Edison. Sales to these two
municipals in 1986 were expected to account for approximately 2.7
percent of BECO's total sales and 2.5 percent of summetr peak load.
Given the Company's obligation to supply virtually all of these
municipals' power needs (Tr. II, pp. 59-60), their annual requirements
and peak demands are included in the Company's forecast of total
system demand. Consequently, the Siting Council's review of Boston
Edison's demand forecast and supply plan also satisfies our mandate to
ensure that Concord and Wellesley have sufficient rescurces to meet
their requirements. Also, the Norwood Municipal Light Board
{"Norwood"} was a total requirements customer of Boston Edigon until
November 1, 1985. ©On that day Norwood began receiving its electricity
from another supplier, thereby terminating all purchase agreements
with Boston Edison (Bxh. HO-3, p. H-1),

-1-
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a largely urbanized area with a summer-peaking load anrnd a high

percentage {54 percent} of retail sales in the commercial sector.
In its review of Boston Edison's previous filing, the Siting

councilil conditionally approved the Company's demand forecast and

supply plan. In re Boston Edison Company, 10 DOMSC 203, 250 (1984).

In the conditions attached to that decision, the Siting Council
ordered the Company to: (1) justify that its forecast's reliance upon
old appliance usage data is appropriate; (2) report on the results of
its conservation and load management {"C&LM") programs and integrate
their expected lang-run effects into its demand forecast; and (3}
provide information on the status of its coal conversion and other
fuel-diversification projects. The Company complied with all of these

conditions, as discussed in Sections II.C.l, III.B., and III.H.

B. History of the Proceedings

On February 1, 1985, the Company filed the demand portion of
its 1985 forecast {(Exh. HO-1)., On March 1, 1985, the Company filed
the supply portion of that forecast (Exh., HO~2), In addition, the
Company's supply plan included a proposal to build a 345 kilovolt
{"kv") underground transmission line referred tc ag the Mystic-Gelden
gills line {Exh. HO-2). The Company provided nctice of the proceeding
by publication and posting in accordance with the directions ¢of the
Hearing Officer.

On September 11, 1985, the Siting Council held a public hearing
in Everett, Massachusetts, to receive comments regarding the proposed
Mystic-Golden Hille transmission line. On Qctober 10, 1985, the
Eearing Officer issued a Procedural Order allowing the S8iting Council
to consider Lthe transmission line proposal before reviewing the demand
forecast and supply plan portion of the Company's filing. The Hearing
of ficer designated the facility review as Docket No. 85-12 (Phase I},
and designated the review of BECQO's demand forecast and supply plan as
nocket Mo, 85-12 (Phase II). On Hovember 18, 1985, the Siting Council
conditionally approved the Company's petition to construct the
Mystic-Colden Hills line. 1In re Boston Edison Company, 13 DOMSC 63
(1985).
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On January 14, 1986, the Hearing Officer issued a Procedural
Order directing the Company to file certain supplemental information
in the instant proceeding, in lieu of submitting a complete forecast
for 1986, On January 17, 1986, in accordance with the January 14,
1986 Procedural Order, the Company filed: (1) a supplement to its 1985
demand forecast (Exh. HO=3}: {2} a detailed description of its
planning process entitled "Capacity Planning: An Integrated Process®
(Exh. HO-10); and (3) a three-volume report describing its
congervation and load management programs entitled "Demand Planning
Process: An Analysis of Forty Optiens™ (Exhs. HO-5, HO-§&, and HG-B).
On February 21, 1986, the Company f£lled (1) a supplement to its 1985
supply plan (Exh. HO-4) and (2) a report detailing its supply planning
process entitled "Long Range Supply Plan®" (Bxh. HO-9),

On September 9, 1988, the Hearing Officer issued a Notice of
Adjudication, establishing October 14, 19856 as the deadline for
petitione to intervene as 3 party and petitions to participate as an
interested person. 'The Company provided notice of the proceeding in
accerdance with the directions of the Hearing Officer.

On October 10, 1986, the Massachusetts Audubon Society
(*Audubon Socliety™) filed a petition to participate ags an interested
person, The Company did not file an objection to the petition of the
Audubon Society., On October 14, 1986, the City of Boston ("the City")
filed & motion for an extension of time to intervene. On October 17,
1984, the Hearing Officer granted the City's motion for an extension
of time to intervene. On November 3, 1986, the City Filed its
petition to intervene. On November 12, 1986, BECO filed its response
to the City'’s petition to intervene. 1In a Procedural Order dated
November 14, 1986, the Hearing Officer granted the City's petition to
intervene and the Audubon Society's petition to participate as an
interested person.

On Novenmber 21, 1986, the Siting Council conducted a
pre-hearing conference to discuss: (1} the possibility of
consolidating the Company's 1987 demand forecast and supply plan in
the current proceeding; (2) the Company's objectlons to certain
information requests; and {3) the schedule for the remainder of the

proceeding. On bDecember 5, 1986, the Hearing Officer issued a

-3-



PR P TR

-

=203~

Procedural Qrder stating that the Company's amended responses to
certain information requests had obviated the necessity of merging the
Company’s 1987 demand forecast and supply plan with the instant
proceeding,

on January 26, 1987, the Siting Council conducted a second
pre-hearing conference to discuss: (1} establishing a date for filing
the Company's 1987 forecask, as well as future forecasts; and (2)
hearing and briefing schedules. At this conference, the Company was
directed to address its concerns regarding fature f£iling dates at the
evidentiary hearing or in its brief.

Bvidentiary hearings were conducted on February 12, February
17, and February 27, 1987. The Company presented four witnesses at
the hearings: Robert A. Ruscitto, head of the demand planning
division, who testified regarding the Company's conservation and load
management programs Richard S. Hahn, manager of the supply and demand
planning department, who testified regarding demand forecasting,
snpply planning, and conservation and load management programs: Roberk
J. cuomo, head of the forecasting and statistical analysis division,
who testified regarding demand forecasting; and Jack F. Gurkin, head
of the planning division, who testified regarding the Company's
transmission and distribution systems. The Hearing Officer entered
168 exhibitas in the record, largely composzed of the Company's
responges to information and record requests. The City entered 17
exhibits in the record.

Pursuant to a briefing schedule established by the Hearing
Officer, the City filed its brief on Warch 11, 1987 {"City Brief"),
and the Company filed its reply brief on March 18, 1987 ("BECO
Brief“}.2

2/The Audubon Society did not present oral argument or file a
brief.
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II. THE DEMAND FORECAST

2. standard of Review

As part of its statutory mandate "to provide a necegsary energy
supply for the commonwealth with a minimum impact on the environment
at the lowest possible cost,® G.L. c. 164, sec. 69H, the Siting
Council determines whether "projections of the demand for electric
power ... are based on substantially accurate historical information
and reasonable statistical prejection methods." G.L. c. 164, sec.
69J. To ensure that the foregoing standard is met, the Siting Couneil
applies three standards to demand forecasts: reviewability,
approprlateness, and reliability.

A demand forecast is reviewable if the results can be evaluated
and duplicated by ancther person given the same lewel of technieal
regources and expertise, A forecast is gppropriate if the methodology
used to produce that forecast is technically suitable to the size and
nature of the utility producing it, A forecast is reliable if the
nethodology instills confidence that ite data, assumptions, and
judgments produce a forecast of what is mogt likely to occur. 1In re
Bogton Edison Company, 10 DOMSC 203, 209 (19B4).

B. Demand Foreca=st Results

Boston Edison's two most recent demand forecasts have been
reviewed in this proceeding -- one filed in February 1985 ("1985
Forecast™) and one filed in January 1986 ("198B6 Forecast") (Exhs.
HO-1, BO-2, HO-3, and HO-~4). The Siting Council has focused its
review on the data and projections presented in the 1986 Forecast.

Table 1 summarizes key tesults of Boston Edison’s 1986 demand

forecast.3 The Company expects its territory energy demand

3/The 1986 Forecast projects requirements for the time period
from 1986 to 2000, Since the Siting Council's enabling statute only
requires electric companies to file forecasts (£footnote continued)

-
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(exeluding losses) to grow at a compound rate of 2.2 per cent per year
over the forecast period and its summer peak demand to rise 1.7

percent annually4 (Exh. HO-3, p. K-9).

C. Evaluation of the Demand Forecast

Since much of the Company'sz forecasting methodology has
remained unchanged since the Siting Council approved that methodology
in 1984, the Siting Council focuses itz discussion here on: {1} the
Company's compliance with the two conditions relative to the Company's
demand forecast which were imposed by the Siting Council in its last
decision; and {2) significant changez in the Company’'s methodology,

data, and assumptions,

1, Compliance with Previous Demand Forecast Conditions

a. Appropriateness of BEEI Data

In its most recent review of a BECO forecast filing, the Siting
Council ordered Boston Bdison to evaluate whether basing its appliance
usage estimates on nationwide data collected by the Edison Electric
Institute ("EEI™) from as far back as 19371 continued to be

appropriate.5 The Company has provided evidence that it is

{footnote continued) covering a ten-year time frame (G.L. . 164,
sec, 691), the Siting Council has limited its evaluation to the time
period from 1986 to 1995 ("forecast period”), Still, the Siting
Council supports the Company's practice of preparing a forecast in
excess of ten years.

4/Roston Edison is a summer peaking system. Although the 1985
Forecast projected a switchover to winter peaking by 1995 (Exh, HO-1,
p. H=11), the 1986 Forecast indicates that Boston Edison noW expects
to remain a summer peaking system through 2000 (Exh., HO-3, p. K-11),

5/The issue of the appropriateness of EET appliance data had
been raised by the 3iting Council as far back as 1982 in EPSC 81-12,
In re Baston Edison Company, 7 DOMSC 93, 130-~131 (1982).

-6~
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undertaking two efforts to compile territory-specific appliance usage
data for possible use in the residential forecast (Tr. II, p. 70}).

In one of these projects, the Company has a residential
appliance metering study that began in 1985 with a pilot test of 72
Boston Edison employees. The results of this pilot test were used to
design a full-scale, year-long metering program which began in the
summer of 1986 and should be completed by necember 1987 (Exh. HO=3, p.
E-4; Exh, HO-102). In the second project, the Company is
participating with five other Massachusetts electric companies in a
"Joint Utility Metering Project" ("JUMP") designed to meter directly
the electricity usage levels and patterns of a sample of residential
customers in each utility's service territory. This project is
expected to yield data starting in December 1987 (Exh. HO=3, p. E~4).

The Company states that until the results of these studies are
available, the EEI data are the best available to the Company (Exh,
HO-102). The Company also reports it is unaware of any analysis
suggesting that territory-specific usage would be significantly
different from that reflected in nationwide data (Exh. HO-102). BECO
repocted on the results of a nationwide survey EBI conducted in 1982
to review industry research completed since 1977 on residential
appliance consumption. According to BECQ, this survey indicated that
usage estimates (with the exception of those for microwave ovens) had
not changed significantly and therefore EEI's 1971 data should remain
unchanged {(Exh. HO-3, p. E-4; Exhs. HO-102 and HO-129)., In addition,

the Company said it found that data from other sources, such as the

. Association of Home Rppliance Manufacturers, Commonwealth Electric

Company, Stone and Webster, and New England Power Pool ("NEPQOL"}, are
congistent with the EBI values [Exh. HQ-102).

The 8iting Council is satisfied that the Company is making
progress toward obtaining territory-specific residential end-use data.
The Sitlng Councll finds that the recent survey conducted by EEI lends
gupport to the Company's assertion that EBEI's nationwide annual usage
estimates are reasonable for BECO. While the BEI estimates are
neither an ideal nor acceptable long-term data source, the data serve
as an scceptable interim source while territory-specific data are

accunulated, Purther, in light of the evidence provided regarding
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BECO's efforts to collect data through its own appliance metering
study and through it participation in the JUMP study, the Siting
Council finds that the Company is working to develop a reliable
appliance consumption database for future forecasts and therefore has

complied with the condition as set forth in the last decision.
b, Demand Management Application

In its 1984 decision, the Siting Council also ordered Boston
Edison to prepare a report on the results of its demand management
programs and to integrate the projected effects of those programs into
its demand forecasts. The Company provided such information in
detailed documentation and testimony (Exh. HO-3. pp. E-7, F-9, F-10,
G=9, I-1 through I-7:; Exh. HO-5, pp. 23-110; Exhs. HO-6, HO-7, HO-B,
and HO-10: Tr. I, p. 65}, The Company has adjusted its "natural”
forecast of enerdgy and peak load demand for the effects the Company
expects to realize as a result of time-of-use rates ("TOUR") and
company-sponsored conservation and load management (Exh., HO-3, pp.
E-23, F=-27, G-11, I=32, J=19, J=22, and K=11). Accordingly, the
giting council finds that Boston Edison has conplied with this
condition as set forth in the last decision.6

A comprehensive discussion of the Siting Council's evaluation
of the Company's demand-management efforts is presented in Section

ITT.G., infra.

5/ its 1986 filing, BECO complied with the Siting Council's
previcus order that the cCompany incorporate demand-management impacts
into the reszults of the Company’'s long-range demand forecast. 1In its
brief, BECO requested that the Siting Council reconsider imposing this
requirament in subsequent filings: "[Gliven the treatment of
conservation and load management progranms as a 'supply' option, and
the desirability of evaluating those programs on a parallel basis with
other 'supply' resources, there is good reason to have a load forecast
which hag some degree of neutrality with respect to the choice of
option{s] which will be used to meet the forecasted load" (BECO Brief,
p. 11). The Siting Council agrees with the Company on this issue and
directs the Company to present in its next forecast filing a demand
forecast unadjusted for Company-gponsored C&LM programs and to use
that unadjusted forecast in developing the Company's resource plans,

-8-
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2. Methodological/Data Changes

Boston Edison's 1985 and 1986 Forecasts provide extensive,
detailed documentation on the methods, data, and assumptiong the
Company used to develop those long-range demand forecasts (Exhs., HO-1
and HO-3)., The Company explained 3 number of changes it introduced
into its forecasting approach since the previous Siting Council review
in 1984.

These changes include: a new econometric model to forecast
various types and levels of employment in the Company's Service
territory, the resgults of which were used in forecasting energy use in
the commercial and indugtrial sectorg (Exh. HO=-3, section D) a
regpecification of a migration model for the territory, the results of
which are integrated with an estimate of natural population change to
produce an estimate of the number of households in Boston Edison's
service territory (Exh. HO-3, pp. C-4 to C-6); respecification of the
tegression models used to forecast the energy use of various SIC-coded
industrial subgroups {(Exh. HO-3, section G); integration of the
effects the Company eXpects will result from price-induced and
Company-sponsored demand-management programs intc the demand forecasts
of the residential, commercial, amd industrial sectors (Exh. HO=3, pD,
E-23, F=27, G=-11, I-32, J=19, J=22, K=-11); the use of the "HELM"
hourly lcad model to forecast peak demand and to assess the impacts on
demand of CiLM programs and TOUR (Exh. HO-3, section I} and analyses
to determine the sensitivity of forecast results to changes in the
assumptions regarding such variables as economic growth, slectricity
price, and weather, along with the development of a confidence
iaterval around the Company's "baseline" forecast (Exh. HO-3, section
J; Tr. II, pp. 54~57, 77-81; BECO Brief, p. 107}.

The Siting Council notes that many of these modifications, such

as the resgpecification of the industrial regression equations, the

I/1n its brief, BECO cites several additional enhancements
{BECO Brief, p. 12}.
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adoptlon of an hourly load model, and the preparation of sensitivity
analyses, reflect changes encouraged by the Siting Council in previous

decisions. In re Boston Bdison Company, 10 DOMSC 203, 209-241

{1984). oOthers, such as refinements in the migration equation and the
commercial end-use model and data, as well as the Company's stated
intention to develop an industrial end-use forecasting model {(Tr. II,
pp. 67-69), are results of the Company's own initlatives in improving
its demand forecasting.

The Siting Council accepts thé methodological and data changes
the Company introduced in its 1985 and 1986 forecasts as part of a

generally reviewable, appropriate, and reliable forecasting approach.
3. Conclusions

Based on the record in this proceeding, the Siting Council
f£inds that the Company has institutionalized a forecasting capability
aimed at producing a well-documented, reliable demand forecast and at
reducing the technical scurces of forecasting ervor. In fact, the
Company's demand forecast f£iling is exemplary in its level of
documentation and could serve as a model for how other companies
should document their filings to the Siting Council,

Based on the foreqoing, the 8iting Council finds that Boston
Bdison's 1985 and 1986 demand forecasts are based on substantially
accurate historical information and reasonable statistical projection
methods., The Siting Council also finds that the Company's forecasis
are reviewable, appropriate, and reliable and, as developed and
presented, provide the Company with a sound basis for making resource
planning decisions, Accordingly, the Siting Council hereby
unconditionaily approves Bogston Bdison's 1985 and 1986 demand

forecasts.,

~10-
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III. THE SUPPLY PLAN

A. 3Standard of Review

In keeping with its mandate "to provide a necessary energy
supply Eor the Commonwealth with a minimum impact on the environment
at the lowest possible cost," G,L. ¢. 164, sec, 69H, Lhe Siting
Council reviews three dimensions of a utility's supply plan:
adequacy, diversity, and cost, The adequacy of supply is a utility's
ability to provide sufficient capacity to meet Ilts peak loads and

reserve requirements throughout the forecast period. In re Cambridge

Electric Light Company, et al, 12 DOMSC 39, 72 (1%985); 1In re Boston

Edison Company, 10 DOMSC 203, 245 (1984). The diversity of supply

measures the relative mixture of supply sources and facility types.
The Siting Council's working principle is that a more diverse supply
mix, like a diversified financial portfolio, offers lower risks. In

re Cambridge Electric Light Company, et al, 15 DOMSC ¢ 7 (1986).

The Siting Council also evaluates whether a supply plan minimizes the
long-run cost of power subject to trade-offs with adequacy, diversity,
and the environmental impacts of construction and operation of new

facilitiea., 1In re Boston Edison Company, 7 DOMSC 93, 146 (1982). The

3iting Council's evaluation of the long-run cost of the supply plan
generally focuses on a company's supply planning methodology, In re
Ccambridge Electric company, et al, 15 DOMSC _ , 10-12, 39-40 (1986).

Finally, the Siting Council determines whether utilities treat demand
management and power from cogeneration and small power production
projects on the same basis as they freat new conventional power
facilities and power purchases when thoge utilities attempt to develop

an adequate, diverse, and least-cost supply plan.8 In te Cambridge

8/1 1986, the Massachusetts legislature amended the Siting
Council's statute to reqguire the Siting Council to approve a company's
long-range forecast only if the Siting Council determines that a
company has demonstrated that its forecast "includefs} an adequate
consideration of conservation and load management." G.L. ¢. 164, sec.
69J3.

-11-
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Electric Light Company, et al, 15 DOMSC s Te 27, 40 (1986).

Further, the Siting Council reviews the supply planning
processes utilized by utilities. Recognizing that supply planning is
a dynamic process undertaken under evolving circumstances, the Siting
Council regquires utilities' supply plans to identify, evaluate, and
choogse from a variety of supply opticns based o¢on reasonable,
appropriate, and documented criteria. A company’s consistent and
systematic application of such criteria to supply planning decisions
indicates that a company i1s evaluating new supply options in a manner
that ensures an adeguate supply of least-cost, least-environmental-
impact power. These processes and criteria take on added importance
when the dynamic nature of the energy generation market and the
inherent uncertainty of projections make it difficult for a company to
identify with exactitude all the power resources it plans to rely upon

in the latter years of its long-range forecast. In re Cambridge

Electric Light Company et al, 15 DOMSC . 7-2 {1886); In re

Fitchburg Gas & Electric Light Company, 13 DOMSC 85, 102 (1985).

The Siting Council has determined that different standards of
review are appropriate and necessary to establish supply adequacy in

the short-run and long-run. In re Cambridge Elecktric Light Company,

et al., 15 DOMSC , 8 (1986).

To establish adequacy in the short run, a company must
demonstrate that it has an identified, secure, and reliable set of
energy and power supplies. 1In essence, the company must own or have
under contract sufficient resources to mest its capability
responsibility under a reasonable range of contingencies. 1If a
company cannot establish that it can provide adequate supplies in the
short run, that company must then demonstrate that it operates
pursuant to a specific action plan guiding it in drawing upon
alternative supplies should necessary projects not develop as
originally planned. Id., pp. 8-9, 18-24, and 41. The Siting Council
has defined short run as the period of time necessary to place the
shortest-lead~time resource under a given companhy's control in service
in a timely and cost-effective manner. The short-run may vary on a

company-by~-company basis. 1Id., pp. 8 and 18-19,

12—
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To establish adequacy in the long run, a company must
demonsgtrate that its planning processes can identify and fully
evaluate a reasonable range of supply option2 on a continuing basis
while allowing sufficient time for the company to make appropriate
supply decisions to ensure adequate energy and power resources over
all forecast years. The Siting Council recognizes that the later
years of the forecast may offer new, but as yet unknown, resource
options which are both reliable and cost-effective. The potential for
these new resource options should increase in an electric generating
and transmission market that adapts to a higher degree of uncertainty,
becomes more competitive, and spawns projects which have shorter lead
times. 1In formulating its standard for adequacy in the long-run, the
Siting Council recognizes this new energy environment and affords
companies the opportunity to plan for their supplies in a creative and

dynamic manner. Id., pp. 9 and 24-31,

B. Previous Supply Plan Reviews

The Siting Council raised two principal concerns regarding
Boston Edison's previous supply plan. First, the Company‘'s generation
plans relied heavily on 0il, and, second, the plan identified capacity
shortfalls as early as 1990 but did not propose specific plans to

avoid them. In re Boston Edison Company, 10 DOMSC 203, 241 (1984).

The Company had indicated its efforts in general to address these
issues through fuel diversification, conservation, and load management
in its IMPACT 2000 program. Id., p. 249. As a condition to approval
of its supply plan, the Company was ordered to present its plans for
monitoring and evaluating conservation and load management programs9
and to keep the Siting Council informed of the status of the Company's
coal ¢onversion projects and other approaches to diversifying its fuel
mix. Id., pp. 246-247 and 250,

E/The Company's compliance with this Condition is addressed
in fection II.C.l.b., sSupra.

-13=
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Since that deciasion was issued 1in March 1984, the siting
Council has recognized and embraced a new competitive and dynamic
supply environment. As a result, the 3iting Council has recently
allowed companies to show they have adequate supply plans in the
long-run by demonstrating that they have adequate planning processes,
Therefore, consistent with the Siting Council's long-rumn standard
outlined in Section III.A., the Sitling Council relaxes its previous
requirement that the Company prove adequate supplies in the forecast
vears beyond the short-run.

In regard to Condition 3 of the previous forecast, the Company
stateg that it is no longer planning to convert either the New Boston
or the Mystic units to coal at this time (Exhs. HO-65, HO=83). The
Siting Council is satisfied that Boston Edison has complied with khat
part of Condition 3 regquiring reports on apecifie¢ coal conversion
projects. compliance with the remainder of Conditicn 3 regarding fuel

diversity ils discussed in Section III.H., infra.

€. Supply Planning Methodology

Boston Edison describes its supply planning methodology as an
iterative process involving generation planning, demand planning, and
load forecasting fune¢tions (Exh. HO-10, p. 13; Tr. 1I, pp. 26-29,
71-72; BECO Brief, pp. 14-15)., 1Inputs to the supply planning process
incilude: the Company's load forecast: estimated effects of
time~of-use rates and Company-sponsored demand-management; required
reserve levels; fuel forecasts; available energy and capacity
alternatives; estimated capital costs; actual and assumed operating
characteristics; financial assumptions: and high and low bandwidths on
key assumptionsg {load growth, fuel prices) (Exh. HO-10, pp. 13-16).

The Company states that in planhing for both annual energy
supplies and peak power capacity, it uses these inpuks in two major
programs to evaluate the data and produce a supply plan. The first
program is the Electric Power Research Institute's ("EPRI") Electric
Generation E¥pansion Analysis System model ("EGEAS"); the second is a
production costing program developed by General Electric in 1968 which

has since been enhanced by the Company as necessary (Exh. HO-10, pp.

~14-
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17-18)., Boston Edison uses EGEAS to develop its base expansion plan
and to analyze the sensitivity of key assumptions. The Company states
that the primary difference between ite production costing program and
EGEAS is that its own model uses an hour-by-hour leoad shape while
EGEAS uses a load duration curve. Thus, the Company finds that its
own program is more appropriate for calculating the projected avoided
costs and marginal costs used in demand planning studies and
cogeneration and small power production ("SPP") negotlations (Exh.
HO-10, p. 18).

Pursuant to the order of the Massachusetts bepartment of Public
Utilities ("MDPU"), 220 CMR 8.00 et seq., the Company has developed
and begun to implement a process to incorporate cost-effective SPP and
cogeneration purchase contracts into the Company's resource mix {Exhs.
H0-12 and HO-13). Through this process the Company has established: a
standard-offer contract; a "supply block™ of new capacity the Company
expects to need starting on a certain date; a power-purchase price
based on the Company's long-run avoided energy and capacity costs that
gonstitutes the ceiling price the Company may pay to SPP's and
cogenerators for such power; and an auction process through which
prospective developers may bid to receive the long-run energy and
capacity payments for power they supply under their contract with
Boston Bdison (Id.).

To incorpeorate demand management into the Company's least-cost
planning process, the Company has adopted a demand-manadement planning
process which has included: a "needs assessment” of territory-specific
end uses that offer the greaktest demand-management potential; an
identification of 40 specific techniques that have been implemented or
gtudied by utilities elsewhere in the nation and that BECC could use
to control customers' energy use and/or peaklcad demand; development
of a methodology to analyze and compare those techniques according to
their costs and benefits, where the value of benefits is measured in
terms of the Company’s long-run marginal enerdy and capacity cost; a
ranking of those measures in terms of their expected net present value
and their benefit/cost rativs; selection of a subset of the 40
measures for further risk assessment and for design as pilot programs;

proposgals to implement a set of six pilots; and current operation of

-~15-



cimwdidlinn L

all

=305=-

three programs with six more designated for implementation in 1987.
(Exhs. #O-5, HO-6, HO-7, HO-8, HO-9, HO-10, HO~137A, HO-140, HO-153,
HO-154, and HO-159: Pr. I, pp. 6l-64; Tr. II, pp. 1l55-157; BECO Brief,
pp. 16-19,)

Prom various analyses based on these assumptions, models, and
processes, the Company develops a base expangion plan that meats
energy and power regquirements. The Ccompany states that this expansioh
plan serves as its operating plan and as the basisz for determining the
economics of demand-management and outside supply contracts. BECO
states further that sensitivity studies provide the Company with a
decision-making plan in the event of changes in its basic
asgumptions. The Company avers that this process "ensures that the
Company will build generation facilities only when they are the most
economic resource when compared to other options (supply and demand)

on a standard basis" (Exh. HO-10, p. 19}.

D. Supply Plan Results

1. Bage Expansion Plan

The Company filed its "Long Range Supply Plan" ("1986 supply
Plan®) in February 1986 (Exh. HO=-9). 'The 1986 Supply Plan presents a
base plan for genesration expansicon, sensitivity analysis for high and
low load growth rates and high and low fuel price sstimates, and an
assesgsment of cogeneration and SPP potential. The base expansion plan
for the expected load growth rate and fuel price forecast is presented

in Table 2.10

19/pgco notes that it analyzes capacity additions in 100-MW
increments to avoid biases due to unit size. Bowever, the Company
states that if it were to build a coal, combined-cycle, or any other
intermediate class unit, it would most likely build in larger sizes to
take advantage of economies of scale. Typical sizes might be on the
order of 400 MW for a coal unit and 300 MW for a combined cycle unit.
Still, the Company asserts that its supply planning assumption of
100-MW capacity additions is valid because new construction projects

involving larger generating units could be undertaken as Jjoint
ventures with other utilities {(Exh. HO-9%, p. 7).
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The Company makes a number of assertions about its supply plans
{Exh. HO"B, PP. 1.‘2’ 40"“41}:

o Life extension of existing fossil-fuel units is economical
in all scenaries.

o] Short- or long-term purchases are sufficiently economical
to recommend relying entirely on purchases thereby
deferting any Company construction beyond the Siting
Council's ten-year planning horizon.

o Combustion turbine and combined cycle gensrating units are
‘planned for any necessary Company generation. Coal-fired
units are only economical in the case of high fuel prices.

o The first generation addition is planned for 1988 in the
base plan, but as early as 1987 for the case of high load
growth and as late as 1991 for low load growth.

o The capacity mix.is generally constant with respect to load
growth changes, but very sensitive to fuel price changes.

Q The Qcean State Power purchase iz economical in all cases,

2, Recommended Expansion Plan

While the Company states that its base exXpansion plan 1s its
operating plan, it also states that it prefers a generation expansion
plan different from the base plan. This recommended plan involves no
Company construction and instead relies entirely on purchases from
codenerators, small power producers, independent power producers, and
other utilities. See Table 3.

Boston Edison states that the recommended plan differs freom the
base plan in that: (1) BECO should purchase short-term capacity
immediately since even though additional capacity is not needed until
1988, fuel savings are sufficient to make purchases economical; (2)
the Company should purchase another 100 MW in 1988 and defer Qcean
State Power by one year; and (3) the net present value of the
recommended plan is $15 million less than the base expansion plan

(EXh- Ho_g; po 21}.
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3. Sensitivity Analysis/Contingency Analysis

Boston Edison performed analyses which showed that changes in
growth and fuel price assumptions cause changes in the Company's
least-cost supply plan, The Company analyzed a total of nine
s¢enarios -- each combination of base, high, and low growth rates and
base, high, and low fuel price estimates -- in its 1986 Supply Plan
(Bxh. HO-9, pp. 18-36). Ses Table 4,

All of the Company's sensitivity studies also analyzed the
impacts on the Company's supply plan associated with losgs of either or
both of the Company's planned purchases from new but as yet
unconstructed supply projects: the Qcean State Power Company combined
cycle power plant {("Ocean State® or "OSP") in Rhode Isiand and the Pt.

Lepreau 2 nuclear plant ("PL 2™) in New Brunswick.ll

4., Updated Supply Plan

Since Boston Edison's supply plan is continuously evolving,
many changes have occurrad since the Company's supply plan was £lled
in PFebruary 1986, Therefore, the record in this case includes the
Company's supplemental information requests which enables the Siting
Council to review supply plan modifications through the close of
hearings (February 27, 1987) in this proceeding,

Recent changes in the supply plan include Boston Edison's
negotiation of a new 250 MW, five-year purchase agreement with
Northeast Utilities ("NU") under which the Company began receiving
supplies on NHovember 1, 1986 (Exh. HO-55}. An additional 150 MW
purchase from NU is under active negotiation {Tr. II, p. 150).

Changes also involved the numerous proposals by cogenerators, SPP's,

11/ mhe Company's original base case included a purchase fronm
Pt. Lepreaun 2 even though the Company stated that it assumed PL 2 was
"indefinitely deferred" (Exh, B0-9, p. 3). The Company treated loss
of PL, 2 as a contingency in its sensitivity analysis (Exh. HO-3). fThe
Siting Council will also assume PL 2 is indefinitely deferred.
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and independent power producers to sell power and snerqgy to the
Company. The Company has gigned contracts with esight of those
suppliers,12 the largesk of which ig the 90 MW (summer capacityl3)
Ocean State purchase. Since those contractg were signed, the Company
issued its Request for Proposals ("RFP") goliciting up to 200 MW of
cogeneration and SPP to be added by 1991 (Exhs, HO-12 and HO-13), As
of the close of hearings in thig proceeding, the responsge to this
solicitation was not yet known. One other significant change is
NEPQOL's implementation of its Performance Incentive Program ("PIP")
(Exh. HO-33). PIP has substantially modified the Company's capability
responsibili_ty14 and estahlished a policy of meeting summer
capability responeibility with summer generating unit ratings.

Boston Edison's supply plan is compared to the Company's
capability responsibility and summarized in Table 5. The Siting
Council will evaluate this supply plan in its determination of

adequacy of supply.

lnglthough the Company has signed contracts with eight
suppliers, only four of thogse eight contracts have been approved by
the MDPU. Hereinafter, those four contracts are clasgified as
®Papproved™ while the four contracts not yet approved by the MDPOU are
clasgified as “likely."

13/gince Boston Edison is a summer peaking system and NEPOOL
plana to implement a program for relying on summer ¢capacities during
the summer period (Exh. HO-33), the Siting Council will discuss Boston
Edison power projects in terms of their summer capacity ratings.,

14/poy instance, 1988 summer reserve reqguirements were
originally forecast at 13.4 percent {Exh. HO-%, p. 14), but later
recalculated at 22.1 percent (Exh. HO-157B) primarily due to PIP
implementation.
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E. Adeguacy of the Supply Plan

In accordance with the Siting Council's previously articulated
standard of review, Section III.A., supra, Boston Edison's supply plan
iz evaluated in terms of its ability to meet resource requirements in

both the short run and the long run.

1. Adequacy of Supply in the Short Run

a, Definition of Short Run

A company's short-run forecast period is defined as the time
required to implement the first resocurce under that company's direct
contrel to meet the projected need for new capacity, The Company
asgerts that its shortest-lead-time resource would ke a combustion
turbine and that combustion turbines take approximately 3.5 years to
place in service (Exhs. HO-537 and HO-75). accordlingly, the Siting
Council findg that Boston Edison's short-run period is one to four

years (through summer 1990).
b, Bhort-Run Options

The City contends that the Company has no short-run supply
coptions for meeting any short-run deficlencies (City Brief, p. 25}).
However, the Company asserts that it would handle any supply deficits
by applying its planning process to look at alternatives and evaluate
them accordingly (Tr. I, p. 108). Alternatives include a new 76 MW
summer capacity (85 MW nominal) combustion turbine {"CPT") peaking unit
in Walpole, Massachusetts and purchases from other utilities (Tr. I,
p. 109; Tr, II, pp. 145-151; BECO Brief, pp. 22-23), The 8iting
Council will evaluate the Company's options to determine whether it
<an reasonably rely upon them to meet its short-run deficits.

The Walpole combustion turbine is a Company construction
project with an expected lead time from formal site study to start-up

of 3.5 years {Exh. HO-57). However, this project falls within the

bl
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short run because of an attempt by the Company to "prelicense™ the
facility by completing all pre-procurement and pre-construction phases
prior to establishing a need for the facility in an identified year
(Exh. HO-58; Tr. I, pp. 89-90: Tr. II, pp. 114-115). The Company
believes prelicensing serves as a "hedge against uncertainties
associated with load growth and anticipated future power purchases”
(Exh. HO-58}.

The Company expects that prelicensing specific facilities at
specific sites will reduce the total lead time for each particular
facility. 1In the case of combustion turbines, the Company expects to
reduce the lead time from about 3.5 years to about 1.5 years after the
time that need for a given facility has been established {Tr. I, P.
89). The Company has estimated that, assuming all necessary permits
are obtained by May 1, 1987, the Walpole facility could be available
by Hovember 1988 (Exh. HO-T78).

Since the Walpole CT is the Companv's first attempt at
prelicensing, the concept and process has yet to be tested before all
permitting agencies. The record in this proceeding neither supports
nor refutes the Ccompany's ability to prelicense the Walpole CT so as
to enable start-up as sarly as November 1988, However, for the Siting
Council’s analysis of the Company's supply plan, the siting Council
finds that it is reasonable to assume that the Walpole CT ccould be on
line by summer 1989.

The company has also begun internal background work for the
prelicensing of a combined cycle ("CC"} generating unit. A CC unit
Could be huilt in stages, first as a combustion turbine, then later
adapted as a combined cycle plant. Staged construction would mean
that BECO could begin receilving power as early as 3.5 years after the
formal planning process would have begun, However, since the Company
could not clearly indicate progress on its schedule for completing
prelicensing activities, the Siting Council must conclude that the

1
lead time for the first stage of any CC units remains 3.5 years 5

15/he Walpole combustion turbine is being licensed as a
combustion turbine only; it cannot be adapted at any laker date to
operate as a combined cycle plant (Tr. I, p. 108},
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{Tr. I, pp. 112-118). Thus, at this time, the Siting Council finds
that the Company cannot reasonably rely upon combined ¢y¢le plants for
contingency plans to meet any short-run capacity needs,

The second short-run alternative is outside purchases -- in
particular, a 150 MW purchase from Northeast Utilities., The NU
purchase is readily available since it is already on line and planned
for retirement unless purchasers are found (Tr. II, pp. 150-151}., Mr.
Hahn, the Company's supply planning witness, stated that such a
purchase would serve as an "insurance policy" against certain
contingencies (Tr. II, p. 167}, As of February 17, 1987, Boston
Edison and NU were in "the final stages" of negotiation (Tr. II, pp.
197-198).

The City argued that, since Mr. Hahn could not state the
specific generation characteristics of the 150 MW NU purchase and
gince Mr. Hahn also indicated that the Company is not relying on this
purchase in its analysis, the 150 MW WU purc¢hase should not be
eonsidered as a short-run option (City Brief, pp. 19-20). The Siting
Council rejects the City's comntention that the NU purchase is not a
realistic option. according to the Company, the capacity is already
available, negotlations have made significant progress, and the cost
is within reason {Tr. II, p. 167). &lthough Mr, Hahn stated that the
Company is not yet relying on the 150 MW purchase, he made it clear
that short-term purchases are a preferred Company short-run option,

During the course of this proceeding, an application of the
Company's planning process emerged. The Company's 19%86 supply plan
indicated supply deficits in each year beginning in 1988 (Exh. HO-9,
p. 14}, 2s required by the Siting Council's standard for short-run
adequacy, the Company filed an action plan for addressing these
deficits including the necessity of securing a 100 MW short-term
purchase for the period 1987-1990 (Exh,., HO-9, p. 3). Such a 100 MW
purchase would have provided the necessary capacity to meet the
projected deficits, The Company further stated that, if it c¢ould not
negotiake a purchase by year-end 1986, it would proceed with

construction of a 100 MW combustion turbine to be in-service by
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The Company did indeed secure & short-term purchase -- the
fivewyear, 250 MW purchase from NU heginning November 1, 1986. The
Company's ability to secure that power supply conforms with the Siting
Council's intent that companies have both reasonable planning
flexihility and adequate supplies.l7 The purchagse also lends
gupport to the Company's asgsertion that it can secure another 150 MW
purchage from NU to meet the presently forecasted 1938 and 1989
deficits.

Accordingly, the Siting Council finds that the Company can
reasonably rely upon a 150 MW purchage from NU as a short~run
option.l3

Neverthe leag, we guestion the adequacy of the Company's
contingency plans in the event that a short-term purchase ¢ould not be
found; that ig, we question the Company's plan b0 construct a new CT

to be in service before the summer of 1988. The first CT that could

16/The Company deserves to be commended for the clear format
it used to present its supply situation, action plans, and contingency
plans in Exhibit HO-9.

17/ he changes to the Company's supply plan that precipatated
deficits despite the 250 MW, short-term NU purchase are primarily
increased reserve requirements and decreased summer capacity ratings,
both due to 2IP implementation (BECQ Brief, pp. 22-23).

18/1n its decision in EPFSC 96-4, the Siting Council ruled
that Cambtidge Electric Light Company, Canal Eleckric Company, and
Commonwealth Electric Company ("COM/Electric®) could not reascnably
rely on purchase offerings from NU without more concrete evidence of
COM/Electric's ability to contract for such offerings. In re
Cambridge Bleckric Light Company, et al., 15 DOMSC ; 21 (1986},

The record in that proceeding showed that COM/Electric was not
actively pursuing negotiations and could not provide details of any
purchase arrangements. In the instant proceeding, however, Mr., Hahn
testified in detail about the Company's on-going negotiations with NU
including testimony about availability, pricing, and timing. Thus,
the Siting council finds significant differences in the relative
positions of Boston Edison and COM/Electric in securing an NU purchase
agreement.
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be available, the Walpole (T, ccould not be in service any earlier than
Rovember 1988 (Exh. HO-78). Without an outside purchase, the Company
would experience deficits in 1988 even under bage conditions.

The Siting Council cannot accept planning flaws that leave
companies vulnerable to short-run deficits, However, in this
particular case the Company has identified readily available capacity
and has shown {albeit only once) that similar capacity ¢an be added in
a timely manner, The Siting councll suggests that, in future fillngs,
the Comparny should file contingency plans that are reasonably
practlical.

A3 another short-run option, the Company stated that, if the
Seabrook I power plant comes on line, there may be excess capacity
from that plant avallable for purchase from companies such as Eastern
Utilities Associates ("EUA") (Tr. I, p. 109; Tr. II, pp. 149-150}.
However, since EUA "won't have anything to sell until [Seabrook I]
comes on line® (Tr. II, p. 149), and substantial uncertainty surrounds
the Beabrook I on-line date {Tr. II, p. 199), the Company has not
initiated any detailed purchase discussions (Tr. I1I, p. 149). The
City noted that, even 1f Seabrook I does come on-line within the short
run, the Company could not indicate the amount of power that would be
available (¢ity Brief, p. 19). 1In that BECO was unable to provide
more specific information on purchase quantities and pricing, or a
reascnably clear timetable, the Siting Council finds that the Company
failed to establish that Seabrook I capacity ¢ould bhe relied upon as a
short-run option.

In its brief, the Company asserts that the substantial
uncertainty surrounding an on-line date for Seabrook I has other
implications for the adequacy of Boston Edison's supplies in the short
run (BECC Brief, p. 23). Since Seabrook I represents a large capacity
addition to NEPOOL but not to Boston Edison,lg start-up of the plant

would increase the Company's reserve margin without direct addition of

19/me Company 15 not a participant in the Seabrook I power
project.
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supplies. Therefore, a delay in Seabroock I start-up also delays the
Company's increased reserve margin.20 But since BECO could not
possibly be considered to have reasonable control over Seabrook I
start-up, the Siting Council finds that such a delay cannot be
considered as an option for the Company in meeting any short-run
contingencies.21

Therefore, the Siting Council finds that the Company has a
short-run action plan with two elements: (1) a 76 MW combustion
turbine available prior to the summer of 1989; and (2} a 150 MW

purchase £rom NU available prior to the summer of 1987.
¢+ Base Case Plan/Recommended Plan

Assuming all new supply projects materialize as planned and
load growth at base growth rates, Table 5 shows that the Company
ghould have adequate short-run capacity during 1987 and 1990, but may
be capacity deficient in 1988 by 94 MW (2.8 percent) and 1989 by 62 MW
{l.9 percent}. Since the Siting Council requires conpahies to prove
adequate capacity in the short run, Boston Edison must prove it can
obtain supplies to avoid the short-run deficits in 1988 and 1989.

The 1988 and 1989 deficits are "in essence ... scole
justification” for the 150 MW WU purchase currently under negotiation
{(Tr, II, p. 197). Such a purchase would more than adequately meet the
deficits in each year. If the Company continues to prelicense the
Walpole ¢T, it could be on line in time to meet the 1989 deficit,
although it could not be available in time to meet the 1988 deficit,
If Seabrook I is delayed beycnd the summer of 1989, the Company would

EE/In the event of a Seabrook I delay, the Company's summer
peak reserve requirements under a base load growth rate would be
unchanged in 1987, and decreased by 94 MW in 1988, 83 MW in 1989, and
72 MW in 1990 (Exhs. HO-157B and HO-157C).

2l/since a Seabrock I delay would affect the company's

capability responsibility, the Siting Council examines those effects
where appropriate.
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have no deficit in 1988 and a surplus of 21 MW in 1989. Therefore,
the Siting Council finds that Boston Edison has sufficient short-run

options to meet its short-run base case deficits.
4. Short-Run Contingency Analysis

In order tc establish adequacy in the short run, a company must
also establish that it can meet a reasonable range of contingencies,
Te evaluate the adequacy of the Company's short-run supply plan, the
Siting council analyzes three¢ contingencies: (1} simultaneous delay
of the three largest new supply contracts, (2} a high load growth
rate, and (3) loss of Pilgrim capacity credit, A summary analysis of

these contingencies is ptesented in Table 6.

i. Simultaneous Delay of the Ocean State,

Mortheast Energy, and Everett Energy Projects

By 1990, the Company plans to add three new, relatively large
outside supplies totalling 252 MW: Ocean State Power at 90 MW,
Northeast Energy Associates ("Northeast Energy” or "NEA") at 82 MW,
and Everett Energy Corporation ("Everett Enerqgy") at 80 MW. Of those
three projectas, only Ocean State has not yet been approved by the
MDPU. The Company stated that postponement of all three of these
Projecta beyond the short run is a reasonably likely contingency., The
company, however, has not prepared plans for that particular scenario
{Tc. I, pp. 105-106).

If all other independent supply projects proaress as expected,
postponement of these three projects would cause a capacity shortfall
of about 74 MW below the eXpected 1990 summer peak.22 One optien
the company has for avolding thlis deficit is to construct the 76 MW

Walpole combustion turbine which would be sufficient to meet this

22/since these projects are scheduled for addition after the
suymmer of 198%, 1990 is the only short-run year affected by this
contingency.
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deficit. Also, the possibility of a 150 MW purchase of NU capacity
would more than adequately meet this contingency.

Accordingly, the Siting Council finds that the Company has
established that it has an action plan for securing the necessary
supplies to meet requirements in the short rum in the event of
gimiltaneous delays in the Ocean State, HEA, and Everett Energy

projects,
ii. High Load Growth

The Company's short-run supply plan must also be capable of
adapting to a higher than expected load growth rate., The company
filed a high load growth forecast in which load would grow at a
compound rakte of 2,9 percent from 1%86 to 2010 compared to a compound
growth rate of 1,7 percent in the base case (Exh. HO-9, p. 22). In
the short-run, the Company acknowledges need for capacity in every
year in order to meet such growth (See Tables 4 and 6).

Tabrle & shows that, in 1987 and 1990, the 150 MW NU purchase
would be sufficient to meet the need for additional capacity in the
high load growth scenario. However, in 1%88 and 1989, that purchase
could be required to avoid the base case deficits (see Sec. III.E.l.C,
Bupraj), %o high lead growth would require additional capacity beyond
the 150 MW WU purchase, If the Walpole ¢T is also built, the Company
$till would have 1988 and 1989 shortfalls of 117 MW and 30 MW,
regspectively. Even assuming a delay in Seabrook I with the associated
decrease in the Company's expected reserve margins, the Company could
not meet the potential 1988 Jdeficit.

The high load growth contingency plan filed in February 1986
suggested adding three 100 MW combustion turbines, one each in 1987,
1988, and 1989 (Exh. HO-9, p. 3323). Yet the Siting Council has

23/This particular reference is to the case of high load
growth ander base fuel prices, Due to the drop in world oil prices
during the gpring of 1986, fuel prices are much closger to the

Company's low fuel price forecast (Tr, I, p. 123). However, Eor high
load growth in the short run, the contingency plans under base and low
Fuel prices are virtually identical (See Table 4).
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already found that, since the Company requires 3.5 years to site,
license, <onstruct, and prepare a combustion turbine for start-up, the
only possible short-run CT coption is the Walpole CT which could be on
line by the summer of 13589, See Section III.E.l.b, Supra. Unless the
Company is already pursuing the licensing of three additional CT's, an
action not supported by this record, this contingency plan would
¢learly fail tc mest high load growth in the short run.

Although demand management options may have added considerable
flexibility into plans for adapting to load growth uncertainties, the
Company has not demonstrated am ability to evaluate the cost
ef fectiveness of demand~-side options under wvarious load growth
Scenarios (See Section III.G, infra). Boston Edison's bias toward
generation optiona in its design of its short-ruan action plan has led
the Company to a situation where it must rzly on load growth rates
lower than its own high growth forecast.24 This basic flaw in the
Company's supply planning process has unnecessarily exposed Boston
Edison's customers to possible supply shortages if growth exceeds base
eXpectations.

A company must demonstrate that its supply plan is sufficiently
flexible to meet a reasconable range of contingencies. This range of
contingencies iz not limited to delay or loss of expected supplies,
but also includes uncertainties such as changes in load-growth or
fuel-price forecasts., Boston Edison has nat demonstrated such
flexibility.

Accordingly, the Siting Council finds that the Company has
failed to establish that it has an action plan capable of securing the
necessary supplies in the short run to meet the Company's high load

growth forecast.

24/mhe City suggested that one of the Company's plans for
improving its potential capacity deficits would be to hope for lower
than expected peak load growth (city Brief, p. 20). While Mr. Hahn
stated that lower than expected load growth would fall into the
Category of "positive contingencies that are of sufficient magnitude
that they could mitigate the problem Jof capacity deficitgs]" (Tr. II,

P. 148), the Siting Council does not construe this categorization to
be one of the action plans put forth by the Company.
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1ii, Loss of Pilgrim Capacity Credit

An issue raised during the proceeding was whether or not the
current Pilgrim nuclear power plant shutdown constitutaes a
contingency. ‘The Company asserted that, since it expects to continue
to receive Pilgrim capacity c¢redit until the time Pilgrim resumes
generation, no contingency planning is necessary {(Exhs. HQ-16, HO-17;
Tr. I, Pp. 147-149). The City of Boston argued that the issue is not
whether Pilgrim will remain operable beyond a reasonable doubt, but
instead whether there is a reasonable possibility that the Company
will not have Pilgrim at its disposal (City Brief, p. 22). The City
stated that "BECO should be facing squarely the very real possibility
of losing its Pilgrim capacity credit,” and that the Siting Council
should "recognize that BECC should have put forward ... an action plan
for the loss of the Pilgrim capacity credit" (City Brief, p. 21).

To determine the rules governing capacity credit loss, various
NEPQOL standards were introduced into the record. Since Pilgrim
generation is dispatched by NEPOOL, Pilgrim is subject to WEPOCL
operating Criteria, Rules and Standards ("CRS"). CRS No. 4 {(Exh.
HO-152) specifies NEPOOL's requirements for the uniform rating and
Periodic audit of generating capability, and therefore it governs
Pllgrim capacity credit {(Tr. I, pp. 140-141, 152). Under this CRS,
denerating units, including Pilgrim, "must reqgularly achieve claimed
capability....Units having unsatisfactory availability wiil be subject
to deratings by the [NEPQOL Operations Committeel™ (Exh. HO-152, p.
1). To verify claimed capabilities, NEPOOL conducts capability
"demonstrations® (sometimes called audits) for all centrally
diépatched generating units in both a summer period and a winter
Period (Exh. HO-152, p. 3). Failure to demonstrate full capabllity
during two consecutive like demonstration periods results in a
derating to a capability "no greater than the highest capability
demonstrated in the two (2) like Demonstration periods” (Exh. HO-13Z,
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Pilgrim last passed such a capability demonstration in the
spring of 1986 (Tr. I, p. 135), Thus, Pilgrim has misSed passing one
summer and one winter capability demonstration. Failure to pass its
summer audit by September 15, 1987, the end of the 1387 Summer
Demonstration Period, will result in loss of Pilgrim's summer capacity
credit during the 1988 Claimed Capabllity Perled; failure to pasg its
winter audit by Pebruary 29, 1988, the end of the 1987-88 Winter
Demonstration Period, will result in loss of Pilgrim's winter capacity
credit during the 1988-39 Claimed Capability Period. Mr. Hahn
acknowledged that he is aware the Company will lose Pilgrim capacity
credit if it does not pass its capability demonstrations during the
sumner of 1987 and the winter of 1987-88 {(Tr. I, pp. 138-140).

Mr. Hahn, however, testified that Pilgrim could regain its
capacity credit for the summer of 1988 if Pilgrim came back on line as
late as May of 1988 (Tr, I, p. 153-154; BECO Brief, p. 23). The
company falled to estalbish that CRS No. 4 supports such an allegation.

While it is unnecessary for the Siting council to make a
determination as to whether or when Pilgrim will return £o operation,
the possibility of losing Pilgrim capacity credit is a contingency
that merits attentlion in the Company's contingency planning process.
Indeed, the Company's most recent estimate of when Pilgrim will resume

generation is the end of June 1987 (Tr. I, p. 133}, just two and

25/NEPOOL differentiates between "Claimed Capability Periods”
and "Demonstration Periods." These periods are defined in CRS No. 4
as follows:

Claimed
Capabllity Demonstration
Periods Periods
Summer June 1 - Sept, 30 July 1 - Sept. 15
Winter oct. 1 - May 31 Nov. 1 - Feb, 28 (29)

A NEPQOL member must demonstrate its capability during the
Demonstration Period and that demonstrated capability is effective
during the Claimed capability period. (Exh. HO-152, pp. 2-3)
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one-half months before a failure to demonstrate Pilgrim's 666.6 MW
sSummer capacity credit26 woyld result ln loss of that credit during

the 1988 summer period.Z? Therefore, the Siting Council finds that

the Company should be planning for the contingency of Pilgrim capacity

credit loss,

The short-run supply impact of a possible loss of Pilgrim
capacity credit is summarized in Table 6. Even under the most
optimistic contingency scenario, the Company's current action plan is
not adequate to meet the leogs of a generating unit as large as
Pilgrim. In any short-run vear that Pilgrim capacity credit were
lost, capacity deficiencies would occur, reaching a deficit of 589 MW
in 1988.28 Applying the Company's short-run action plan ¢ptions
{see Section III.E.l.b, supra) could possibly reduce the 1988 deficit
to 439 mw.

The Siting Council cannot expect utilities to routinely
maintain enough firm backup capacity to support the sudden loss of a
unit as large as Pilgrim. As the Company correctly notes, a regional
power pool servesg that function to some degree by pooling back-up
resources and enabling members to avoid holding extremely large
guantities of backup capacity in reserve (Exh. HO-17). Indeed
NEPOCL ‘s operating rules provide for granting two full years of
capacity credit to those who must suddenly shut down major
facflities. It would seem that this two-year period balances a member
company's need for time to plan replacement supplies with NEPOOL'S

need to move back to full and reliable generation capability.

Eﬁ/?ilgrim's current summer capacity credit i=s 666.6 MW (Exh,
EO-4, p. I-8). Boston Bdigon sells 172 MW to other utilities (Exh.

HO=-48) leaving 49%4.6 MW that the Company would lose from its supply
plan.

EZ/CRS No. 4 provides for a derating to a capability no
greater than the highest capability demonstrated during the last two
demonstration periods. DPilgrim has not generated any power since the
spring of 1986; thus, the highest demonstrated capability is zero.

28/Although BECO'S portion of Pilgrim capacity amounts to 495
MW, the base case deficit in 1988 contributes another 94 HW.
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puring the course of this proceeding the Company was asked to
provide its contingency plans specifically for the possikility that
Pilgrim d4id not come back on line as the Company expected (Exhs.
HO-16, HO-17). The Company stated that it had not prepared such
plans, would not prepare such plans, and instead deemed delays in the
resumption of Pilgrim generation of a year or more as not
fgufficiently likely tc warrant preparation of a formal plan™ (Exh.

HO"]-G) *
The Company provided a glimpse of its preparation for a Pilgrim

capacity credit loss in the following policy statement:

If for some reason Pilgrim no longer qualified for capacity
credit, the Company would seek short term purchases looking
both inside New England and outside of New England. The

availability and costs of such purchases are unknown at this
time,

it is unlikely that Qualifying Facilities that are not already
under contract or in service would be able to come on line in
less than 3 - 5 years. The Company could also pursue
additional conservation and locad management that would not
otherwige be cost effective, However, it is unlikely that this

would amount to a significant amount in a 3 - 5 year pericd and
Certainly not in the 500 MW range.

Barring the availabllity of sufficient C&LM, additional OF
facilities or additional purchasges, the Company would in all
probability proceed with the licensing and construction of
approximately 500 MW of combustion turbine and combined cycle
capacity. The minimum lead time would be about 5 years and
could conceivably be considerably longet.

Given the magnitude of the capacity lost and the relatively
tight capacity situation within NEPQOL as a region, it is
unlikely that c¢apacity deficiencies could be avoided,
eéspecially in yeare 1 - 5. (Exh. HO-17)

The Siting council cannot consider this sort of vague and
speculat Lve statement to be either an indication of responsibkle
resource planning or a specific action plan to address the
contingency. The Company acknowledges that logs of Pilgrim capacity
credit would pose an enormous problem for the Company which, we would
assume, lends additicnal incentive to study such a less. Sufficient
uncertainty surrounds the Company's ability to count on Pilgrim's
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capacity credit in the short run to make it imperative that the
Company show it is asking and attempting to answer "What would Boston
Edison do if..." types of gquestions.

During testimony Mr. Hahn was asked when the Company itself
would find it necessary to develop contingency plans, He stated that
when the Company became "convinced it would lose [Pilgrim capacity
credit] for a period of time that would be long enough to justify
going out and securing a replacement" (Tr. I, p. 141}, it would begin
looking for replacement supplies., The wikness offered no discernable,
relevant explanation as to when the Company might be "convinced" that
Pilgrim could cause a c¢apaclty deficiency prompting the Company to
begin developing contingency plans.

The Siting council cannot accept or abide the Company's
rationale for determining that its Pilgrim situation does not yet
merit development of a formal contingency action plan, The Company
provided no evidence that it has explored in any detailed fashion the
consequences of a Pilgrim capacity credit leoas. The Company has not
even indicated that it is asking "what-if" questions, much less
Proceeding with the necessary background work for development of
contingancy plans.

Accordingly, the Siting Council finds that the Company has
failed to establish that it has an action plan capable of securing the
Necessary supplies in the short-run to meet the contingency of loss of

Pilgrim capacity credit.

2, Adequacy of Supply in the Long-Run

The Company's long-run planning period is the remaining
forecast horizon beyond the short run -- from 1991 through 1995. Of
these long-run forecast years, the Company indicates summer
deficiencies beginning in 1992 (Sea Table 5).

As previously stated in Section III.A, supra, the Siting
Council does not require electric companies to prove adequate supplies
in long-run vears as long as a company demonstrates that its planning

Process can identify and fully evaluate a reasonable range of supply
options. The abllity of Boston Edison's supply planning process to
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identify and fully evaluate a reasonable range of supply options is

fully discussed from the pergpective of least-cost supply planning in
Section III.G., infra.

3. Conclusions on the Adequacy of Supply

In that the Company has failed to establish that it has an
action plan capable of sacuring the necessary supplies in the
short-run to meet either (1) its high load growth forecast cr (2) the
loss of pilgrim capacity credit, the Siting Council finds that the

company's supply plan fails to ensure adequate resources to meet
Customer requirements,
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F. Adequacy of the Transmission System Planning

1. The Company's Position

d. The Company's Transmission Plans and Planning

Process

In its 1985 filing, Boston Edison identified and discussed
certain problem areas in itg transmigsion system (Exh, HO=2, App. B}.
Cne of these problem areas was described by the Company as the
"Northern Tie" problem (Exh. B0OS-14, p. 1), which the Company proposed
to resolve by constructing a 6.3-mile 345 kV transmission line between
the Company's Mystic Station power plant in Everett, and BECO's Golden
Hills substation in Saugus (Exh.-HO-Z, pps II-2, II-18, App. B). The
Company's plan to resolve the Morthern Tie problem was the subject of
Fhase I of the instant proceeding. The Siting Council conditionally
approved the Company's petition to construct the Mystic-Golden Hills
line (%ee Section I.B., supra). In re Boston Edison Company, 13 DOMSC
63 (1985).

The Company's 1985 and 1986 filings also identified an “area

supply problem” relating ta the Company's expectation that Boston
Edison's existing and planned transmission system in downtown Boston
will be inadequate to meet customer requirements in the event of
Certain contingencies starting in 1992 (Exh. HO-2, pp. II-1%; Exh.
HO-4, pp. ITI-18). The Company stated that this problem would arise
Ehat year even assuming the Company were allowed to construct an
underground 345 kv transmlssion line from Mystic station to a new
345/115 kv substation near the Company's existing Kingston Street
substation in the financial district of downtown Boston {Exh. HO-2,

29 o
Pps II-15, 11-16)}. This "Mystic-Downtown” line = was conditionally

29/The 345 kv transmission line approved by the Siting
Council in 1977 was actually proposed to run bekween Mystic Station
and a new 345/115 kV substation on Lincoln Street in Boston's
financial district. The in-service date for (footnote continued)
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approved30 by the Siting Council in 1977, with the line originally
planned for completicn by 1985. In 198%, in its decision on Phaze T
of the instant proceeding, the Siting Council approved a new, 1989

in-gervice date for the Mystie-Downtown line, In re Boston Edison

Company, 13 DOMSC 63, 82 (1985). As of the conclusion of hearings in
this proceeding, the line was not yet under construction (Tr. III, p.
14).

At the request of the City of Boston, the Company sponsored a
witnes=s, Mr. Curkin, to testify in regard to BECO's transmission
system planning process. According to Mr. Gurkin, the Company's
planning process includes: (a) a forecast of substation-specific load
dgrowth forecasts prepared by BECO's Forecasting and Statistical
Analysis Division,31 (PTr. III, pp. 10-11, 31-32, 40-45: Exhs. BOS=3,
BOS-6): (b) use of load flow studies to analyze the adequacy of the
Company's transmission gystem in response to a range of generation and
transmission contingencies (Tr. III, p. 15): (c) identification of

prroblem areas wheres the transmission system does not perform

{footnote continued} this line was projected at the time Eo be 1985.
In re Boston Edigon cCompany, 2 DOMSC 58, 60 {1977). Due to the
proximity of the originally proposed Lincoln Street subStation and the
now-planned substation near the existing Kingston Street substation,
the Siting Council, in Phase I of this proceeding, considered the
Mystic-Lincoln Street line to be the same as the Mystic-Kingston
Street line for purposes of the Siting Council's review process.
Hereinafter, this line will be referred to as the "Mystic-Downtown"
line or the "Mystic-Kingston® line.

30/ese conditions required that: (a) by 1978, the Company
provide to the Siting Council an updated in-service date for the line;
(b) "because type of c¢onstruction, exact location, and ultimate design
have not been finally determined for the above lines, any party or
state or local governmental agency may negotiate or enter into
agreements wlth the Company as to matters of final design,
engineering, and construction;" and (¢} the Company notify the Siting
Council of final costs for the project. In re Boston Edison Company,
2 DOMSC 58, 63-63 {1977).

31/mis pivision of BECO's Supply and Demand Planning

Department prepares the Company's short-run and long-run energy and
load forecasts (Tr. III, pp. 10-12), as discussed in Section II.
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adeguately (Tr. III, p. 10); and {4) preparation of analyses
evaluating and recommending appreoaches to resolving specific system

performance problems (Id.}.
b, The Downtown Boston Transmission Problem

In response to the City's questioning, Mr. Gurkin testified as
to the Company's planning specifically with regard to what the Company
has identified as the "Downtown Problem"” {(Tr. III, pp.r 19-23, 51;
Zxh. BOS-14, p. 1), which the Company states it has planned to resolve
through installation of the Mystic-Downtown line (Exh. HO-2, pp. II-15
to 11-19).

Mr. Gurkin explained that in 1963, the Company first realized
that by the late 1980s, if the company did not reinforce its existing
115 kY transmission system,32 Boston Edison would have to diasconnect
{i.e., *shed load" or "black out") customers in parts of downtown
Boston at c¢ertain peak leoad periods and under certain generating and

33
transmission conditlons {Tr. I1I, pp. 56-59, 102-103). In May

32/1In 197¢, when Boston Edison asked the Siting Council to
approve the Mystic-Downtown line, the Company asserted that the line
Wag need to transpert to the Boston area the power produced at the
then-proposed Pilgrim 2 in Plymouth. The Siting Council approved the
need for the line in 1977. In re Boston Edison Company, 2 DOMSC 58,
60, 63 (1977). construction of the line did not begin thereafter.
Mr, Gurkin testified that in 1981, Boston Edison cancelled its plans
to construct Pilgrim 2 (Tr. III, pp. 55). He stated that the downtown
transmission problem the Company identified in 1983 related to the
expected inability of the company's existing 115 kv transmission
system {i.e,, without the approved but as-yet unconstructed 345 kv
Mystic-Downtown line) to import power southward to Boston from
denerating sources north of metropolitan Boston {Tr. III, pp. 55-37).

33/mis analysis assumed outages of both units of the New
Boston powerplant, and a "most reasonable scenario® forecast of load
drowth in the five principal downtiown Boston substations {Tr. I1I, pp.
44; Exh. BOS-6). This forecast indicated 4-percent growth per yeat
and was based on an analysis of new construction projects plamned for
downtown Boston; this forecast indicated faster growth than the
l.6-percent annual load growth projection for the entire BECO service
territory (Exh. BOS-13)-
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1984, Boston BEdison issued a repocrt jndicating that: due to faster
than expected load growth, this potential problem could occur as early
as 198?/88;34 and "exposing the core city area to the risk of
significant load disconnection two or three times a summer is
unacceptable” (Bxh. BO5-14, p. 8). The report recommended a plan to
resolve the problem (Exh. BOS-14; Tr. III, pp- 58-59) through: (a)
ingtallation of phase-angle regulating transformers in 1988; (b)
reconductoring existing iines in 1986 and 1987; (¢} building a 345/1153
kv autotransformer in downtown Boston (near the financial district) in
1988; (d) inetalling the first cable of a Mystic-Downtown 345 kV
transmigsion line in 1988; and (e) installing a second cable and
autotransformer around 1995 (Exh., BOS-14, pp. 1-4).

Mr. Gurkin testified that the first cable of the new
Mystic-Downtown transmission line has been authorized by Boston Edison
management , but the szecond has not yet been approved (Tr. III, p. 62;
Exh., HO-4, pp. II-13, I1I-17). The Company stated that it has
requested permits and approvals for the facilities from various state
and local agencies, and has received several required permits and
approvals (Tr. 111, ppr. 67-68; Exh. BOS-15; BECO Brief, pp. 26-29).
The Company‘'s planned in-service date for the first Mystic-Downtown
line is June 1989 (Exh. HO-4, p. Ti-13).

Mr, Gurkin testified that in the interim, certain parts of
downtown Boston might have to be blacked out during summer peakload

periods in 1987 and 1988 if certain "double contingency" conditions

occur (Tr, I1I, pp. 66=69, 90-102, 107-108). Boston Edison's evidence
indicates that in order to avoid overloading its lines, the company
would have to shed load during the summer of 1987 at any time the
Company's aystem load reaches 2080 MW (i.e., 79 percent of projected

34/ar the start of this study in 1983, BECO projected its
1990 system peak demand would be above 2450 MW —-- the level at which
the Company estimated load shedding would have to occur if the 115 kV
transmission system were not reinforced. The May 1384 report
indicates that while the study was being prepared, the Company revised
its demand projections and estimated the 2450 MW level would be
reached by 1987/88 (Exh. BOS-14, p. 6).
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peak, a load level that BECO expects to occur on 40 of the 120 summer
days) and both units of the New Boston dgenerating station are out
(which BECD eXpects to occur on two of the 120 summer days, based on
historical averages) (Exhs. BOS-10, B0OS-11, B05S-12, B0OS-14}, For the
summer of 1988, Boston Edison's evidence shows that the load-shedding
threshold would he 2000 MW (i.e., 75 percent of projected peak, a load
level the Company expectg to occur on 60 out of the 120 summer days)
(Exh. BOS-11).

The Company alse states that during the 1987 and 1988 summers,
if the Company's existing Mystic-K Street 115 kV transmission line
Joes out of service at the zame time both New Boston units are out,
the load shedding threshold would be lower and could be expected to be
reached on more than ninety percent of the summer days in 1987 and
1988 (I1d.). In this "worst case scenario” (as characterized by the
Company), up to twenty-f£ive percent of Boston Edison's customers could
be blacked out (Tr. III, pp. 98-100; DPU 86-255, Exh. BE-36, P. 6;
BECO Brief, p. 29).°>

Mr. Gurkin testified that if any of these double-contingency ot
worst-case conditiens occur in the summer of 1987 or 1%388, Boston
Edison will have to black out certain parts of the Boston area by
seguentially disconnecting specific circuits On certain substatioas on
its downtown transmission system until the Company's load ig
adequately reduced to avoid overloading the line(s) (Tr. ITI, PP.
70-76; Exhs. BOS-9, BOS-14). According to Mr. @Qurkin, BECO eustomers
in South Boston, Roxbury, Jamaica Plain, the South End, and Dorchester
are served by the substations identified for disconnaction if
contingencies occur (Tr., III, p. 73). Mr. Gurkin testified that these

areas have been selected for engineering reasons, since these areas

33/BECO estimates worst-case planning scenarios based on a
"base-case" condition which assumes a certain amount of generation
already out of service and then looks at the effect on the
transmission system of the next two contingencies (Tr. III, PP
118-119: DPU 86-255, Exh. BE~36, p. 6). BECO asserts that the
probability of losing an underground trangmission line i8 three ordexrs

of magnitude less than the probability of a generating unit going out
of service unexpectedly (Exh, B0OS-11},
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are Served by radial lines, which are easier to disconnect than lines
on networks (such as those serving downtown Boston) (Tr. ITI, PpP.
75-76),

Mr. Gurkin also testified regarding several interlm measures
the Company has taken to improve the reliabllity of the existing
Boston transmission system before the Mystic-Downtown line is
completed (Tr. 1II, pp. 108-112})}. The Company shows that, based on
internal recommendations made in late 1983 and spring 1984, the
Company has installed a forced cooling system and a heat-sensing cable
monitoring system on parts of the downtown transmission system (Tr.
ITI, pp. 108-109, 112, 121-122; Exh. BOS-17), The Company asscrted
that it "recognized that required reinforcements c¢ould not be built
before 1989 and it moved quickly to implement these interim actions in
otder to minimize potential adverse reliability impacts on customers
in the downtown area" (BECO Brief, pp. 33-34)-

In conclusion, the Company argues that it "has adedquately
planned to meet the energy supply requirement of its customers in the
City of Boston" (Id., p. 25). Furthermore, the Company asserts that a
Siting Council review of the Company's supply plan is not the proper
forum for investigating the "Downtown Problem" since the instant

proceeding does not involve a request for approval of facilities (Id.,
Pp. 25-34),

2., The City of Boston's Position

The City of Boston asserts that Boston Edison "cannot provide a
necegsary energy Supply te the CitY of Boston™ since "the Boston
Edison company, through its own fault, has placed the City of Boston
in severe jeopardy of blackouts in 1987 and 1988" (City Brief, r. 1).

The City avers that the Company has known for at least four
Years that the (ity of Boston is likely to have a blackout two or
three times during the summer of 1987 and more often during the
following summer (1d., pp. 1, 8-12). While the City acknowledges the
Company's plan to add a forced cooling system and construct the

Mystic-Kingston line, the City arques that these "solutions are both
too little and too late”™ to resolve the impending problems in 1987 and
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1988 (1d., pp. 3-4).

¢iting the Company's evidence on the likelihood of a
simultanecus outage of both units at Hew Boston and the likelihood
that load levels would reach the load=-shedding threshold if that
contingency occured, the City asserts that the probability that
customers in South Boston, Roxbury, Dorchester, and Jamaica Plain will
he disconnected is 33 percent in the summer of 1987 and 50 percent in
the summer of 1988 (Id., pp. 4, 12-15).

Finally, the city asserts that this situation "epitomizes
BECO's abandonment of its public interest function™ (Id., p. 4) and is
endangering the public health, safety and welfare of the city for at
least the next two years (Id., pp. 15, 23).

In regard to the cCompany's plans to resolve these problems DY
mid-1989 through the construction of new facilitles, the City alleges
that the Company has failed to seek approvals from all of the City's
bodies that have statutory authority to grant permits required for the
construction of the proposed Mystic-Downtown line (Id., pp. 7-8).
Purther, the City asserts that the Company hag not complied with the
1977 condition imposed by the Siting council in its approval of the
Mystic-Downtown line that the Company enter into negotiations with
state or local governments as to matter of final design, engineering
and construction of the line (Id., p. 7). The City therefore
questions whether "through untimely application by BECO,...BECO's 1989
solution may be delayed which, in turn, ezposes the City to further
risk of blackouts" (1d., p. 7).

The City urges the Siting Council to reject Boston Edison's
filing as "incomplete, untimely and lacking in a specific remedial
plan for action® (Id., p. 23}.

The City also reguests that the Siting Council direct BECO to:
seek all outstanding approvals for the Mystic-Kingston line; submit to
the Siting Council and the City detailed reports on a monthly basis
concerning the company's progress in obtaining all necessary approvals
for all construction already identified as necessary to alleviate the
downtown problems: and provide the Siting Council and the City with

<ontingency plans specifically designed to alleviate the blackout
conditions BECO concedeg are likely to occur (Id., pp. 23-24).
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Finally, the Clty asserts that since the statutory authority to
requireé a company to fulfill its public interest obligations rests
with the MDPU rather than the Siting Council, the $iting cCouncil
should ask the MDPU to investigate how BECO management allowed the
summer 1287 and summer 1988 downtown Boston reliability problems to
develop (Id., pp. 4-5, 23-24),

3. Evaluation of the Company's Tranamission System Planning

a, Jurisdiction

The company has argued that a review of the adequacy of its
transmission system is not appropriate in this proceeding. BECO
asserts that the sole issue before the Siting Council is the adequacy
of the Company's demand forecast and supply plan (BECO Brief, pp.
25-26) .

The Siting Council rejects the Company's assertion that'this
proceeding is an improper forum for addressing lssues relating to the
adequacy of the Company's transmission system planning and plans. In
considering these transmission issues in the current review of the
Company's long-range supply plan, the Siting Council is clearly
fulfilling its statutory mandate,

First, the Siting Council's statute explicitly ties companies’
ability to commence construction of facilities to Siting Council
determinations as to whether those facillties are consistent with the
most recently approved long-range forecast or supplement thereto.
G/L., ¢. 164, sec. 69I. _

Secondly, G.L. c. 164, sec. 69I requires companies to file
descriptions of actions they plan to take which will affect their
ability to meet their customers' electric power needs and
requirements. These descriptions are required to include plans for
constructing facilities and for reducing requirements through load
management. In accordance with this statutory scheme, the Company
Presented the Mystic-Golden Hills transmission line proposal as part

of its 1985 long range forecast (Exh. HO-2, Sec. II). Although the
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facilities proposal was ultimately severed from the complete filing in
order to expedite its review, Boston Edigson Company, 13 DOMSC 63

{1985}, the Company in its initial flling clearly recognized and
understood that facility proposals are typically considered as part of
an overall long-range forecast review,.

Third, the Siting Council consistently reviews the adeguacy of
transmission-related issues even in proceedings where the ¢ompany has
proposed no Jurisdictional facilities. 1In Masschusetts Eleckric
Company, et al., 15 DOMSC __ (19386) [EFSC Docket 83-24], the Siting

Council considered an electric company's c¢ompliance with conditions

attached to & previous approval of a facility within the context of
reviewing a long-range forecast.

Accordingly, the Siting Council finds that consideration of the
Company's transmission plans and planning is critical to a meaningful
review of the Company's supply plan and, as such, falls scuarely

within the Siting Council's jurisdiction.
b. Adequacy of the Downtown Transmission System

To analyZe the adequacy of its downtown Boston transmission
system, the Company uged load-flow studies to analyze the adequacy of
its transmission system under certain assumed load, generation and
transmission conditions (Tr. III, p. 15). The Company analyzed the
performance of the downtown system in the event of Jouble
contingencies and alsc under worst case scenarics (Tr. III, p. 66).
Based on the results of such analyses, the Company identified the need
to shed load at substations serving parts of the ity of Boston in the
event of New Boston units 1 and 2 were to go out of service during
1oad conditions at 79 percent of peak in summer 1987, and at 75
percent of peak in summer 1988. The Company asserted that the
likelihood of load shedding in parts of the City of Boston was
unacceptably high until BECO could resolve the problem through the
installation of a new 345 kV transmission system in downtown Boston.

gonsistent with findings made in previous decisions, the Siting

Council finds that: {a) the Companv's use of load flow studies is an
acceptable method for analyzing the performance of a transmission
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system under different assumed conditions; (b) Boston Edison's use of
double-contingency assumptions ig an appropriate method for analyzing
the reliability of its downtown transmission system; and {(c¢) the

Company's need to ghed load in the event of reasonable contigencies is
& problem that an electric company should plan to avoid. In re

cambridge Electric Light Company, 15 DOMSC __, 17, 20, 23 (1986);: In

ra Massachusetts Blectrie Company, et al., 13 DpOMSC 119, 194, 1938

{1985); and In re Boston Edison Company, 13 DOMSC 63, 70-73 (1985).

Based on the record in this proceeding, the Siting Council
finds that Boston Edison has known since 1983 that by the late 1980s
the Company faced an upacceptably high risk of having to disconnect
Cusztomers in the event of the double contingency that both units of
New Boston go out of service during peak load periods (Tr. III, P.
102; Exh. B0OS-14).

The Siting Council finds further that in 1983 and 1984 the
Company proposed certain plans to upgrade and reinforce its existing
downtown transmission system. These plans included (a) adding a
forced cooling system and a heat-sensing cable monitoring system on
Portions of the existing 115 kV transmission system, and (b)
construction of a new 345 kV downtown transmission system, the first
phase of which was planned for 1988 (Exhs, B0S-17, HO~-2, sec. II).
The improvements to the 115 kV system have been installed and are
operating. The first portion of the planned 345 kV downtown
transmission system is not yet under construction and is now expected
by the Company to be in service by June 1989,

The Siting Council finds that the Company's completed
reinforcements to the its 115 kV downtown transmission system have
contributed to the improvement of the reliability of that system. But
in light of the fact that the company itself views these efforts as
"interim actions in order to minimize potential adverse rellability
impacts on customers in the downtown area" (City Brief, pp. 33-34,
emphasis added), the Siting Council finds that until the Company <an
Put the planned 345 kv Mystic-Downtown transmission line in service,
the Company's upgraded 115 kv transmission system is inadequate to

avoid the risk of disconnecting customers in parts of Boston in the
event that both units of Hew Boston go down during summer peakload
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conditions.

With respect to the level of risk that exists regarding load
shedding in parts of the City of Boston during the summers of 1987 and
1988, the City asserts that based on the Company's evidence,36 the
risk of a blackout is 33 percent in the summer of 1987 and 50 percent
in the summer of 1988 (City Brief, pp. 4, }2-15). The Company asserts
it did not calculate the probability that load would have to be shed
in 1987 and in 1988 (Tr. III, pp. 101-102). However, based on
teatimony and exhibits presented by BECO, the 5iting Council finds
that the risk of a blackout in parts of the City of Boston as 56
pPercent in the summer of 1987, and 75 percent in the summer of
1988.37 In light of thig evidence, the Siting ¢Council findsg that
the risk of a blackout in the City of Boston is intolerably high
during the summers of 1987 and 1988 —— and in all subseguent summers
if the Company has not put the new Mystic-Downtown line into service.

FOor that reason alone, the Siting Council finde that Boston

36/ e Company's evidence 1s not provided in the form of

Ioint probabilities (Tr. III, p. 98). The Company's explanation of
vad-shedding risk is expressed quantitatively as follows: "Assuming
all downtown transmission lines in service[,] load curtailment could
be required for Boston Edison load levels in excess of approximately
2080 MW, 79% of peak in 1987. This load level would typically be
reached or exceeded 40 days during the 1987 summer. For the 1988
summer the load disconnection threshold level will decrease to
approximately 2000 MW, 75% of peak. This load level should be
achieved approximately 60 days. Load shedding would be triggered only
if both Wew Boston units were out-of~gervice on thesa heavy load
days, Based on experience the simultaneous unavailapility of both New
Boston units could be expected to occur one to two days each sammer™
(Exh. BOS-11; see also Tr. IIT, pp. 93-98). The Company states that
the load-related and generation-related contingencies are independent
in terms of their probability of occurence (Tr. IIL, p. 97).

37/ e Siting Council's risk calculation is attached in Table
7. This calculation assumes the data presented in the footnote above,
which relates to a double contingency case (i.e., all existing
transmission linee¢ operating and two generating units going out},
rather than a "worst case" contingency {which assumes the additional

i?ss of a Mystic-K Street 115 kv line) (Exh. BOS-11, Tr. IIL, PP-.
3"12[]) .
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Edison is not ensuring an adequate supply of reliable power to its

aistomers in the ity of Boston.

c. The Company's Transmission Syatem Planning Process

The Siting Council alsc addresses the gquestion of whether the
Company has proceeded with ite transmission planning in a manner that
has attempted to provide for an adequate supply of reliable power for
all of its customers, and in particular for customers in the City of
Boston.

Starting in 1983, the Company recognized that it would not be
able to install new, planned 345 k¥ transmission facilities in
downtown Boston by the time they would be needed to avold load
shedding under certain reasgonably likely contingencies. The Company
undertock facility-related actions starting in 1983 and 1884, so as to
lower the risk of a blackout in the (ity of Boston -- a risk that
would exist until the new 345 kV transmission facilitlies were in
place., The Company hag proceeded with the licensing of itg proposed
first 345 kY Mystic-Downtown line, and the Company expects to put it
in service by summer 1989.

While the Siting Council rejects the City's allegation that the
Company has bheen idle on the Downtown Problem {City Brief, pp. 7-8),
the Siting Council notes that the Company has failed to address its
transmission problems with due diligence, For example, while the
Company filed an Environmental Notification Form with the state in
March 1985 and received from the Executive QOLfice of Environmental
Affairs an approval of the Company's Final Environmental Impact Report
on February 26, 1986, the Company did not petition the MpPU for a
Certificate of Convenience and Necessity until November 1986 (BECO
Brief, p., 27). This sort of delay does not support a finding that
Boston Edison has initiated a licensing schedule for the
Mystic-Downtown line that adeguately responds to the urgent need for
the line.

Further, the Siting Council finds that the Company did neot

explore all possible options for minimizing the risk of a blackout in
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downtown Boston in the short run. In 1983, when the Company began to
realize that it would not be able to place its proposed Mystic-
Downtown line into operation soon encugh to avoid the risk of load
shedding during summer peakload conditions and under certain
generakion contingencies, the Company evaluated only "do nothing™ and
transmission-facility sclutions to the problem. Ultimately, the
Company identified and implemented certain "interim measures" to
upgrade its existing transmission system until BECO could put its
preferred transmission-system reinforcement plan into place in 1989.

However, the Company provided no testimony or exhibits to show
that since 1983 the Company ever considered any solutions that would
have enabled the Company to influence the type or pace of load growth
in downtown Boston that was hastening the need for the new 345 kV
transmission line. The record reveals no efforts on the part of
Boston Edlson between 1983 and 1966 to reduce the pace of growth
through encouraging more energy-efficient building construction
practices or the installation of efficient electrical equipment or
appliances in new commercial buildings in downtown Bostor.

Further, the Company stated that it does not change the
schedule or design of its conservation and load management strategies

as a regponse to faster~than-expected load growth (See Section ITI.G,

infra). If the Company had started in 1983 to implement an aggressive

load-management strategy targetted at downtown Boston customers and
aimed at enabling the Company to better manage downtown Boston loads
during summer peakload conditions, the magnitude of the Company's
potential load~shedding problem during the upcoming two summers might
have been reduced.

The cCompany decided only late last year to implement a few
load-management praograms in 1986 and 1987 under which the Company
would pay customers to shed or shift their loads off of the Company's

peak.38 But the Company has not targetted these programs at

38/1n August, 1986, and December, 1986, the Company's
management authorized several conservation and lcad management

programs for implementation starting in late 1986 and 1987 (Exh.
HO=-159). Two of these programs -~ the "Generator Assistance on Peak"

program and the ™"G-=3 Load curtailment™ (footnote continued)
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downtown Boston customers (Exh, HD=-159; Tr. I, pp. 24-25). 1In
addition to waiting too long to decide to implement these programs,
the company's current implementation schedule for them is too slow for
the Company to use these load-management options to help minimize the
Downtown Bogton reliability problem dQuring 1987 and 1983 (Id.).
Still, the Siting Council sees no reason why the Company could
not start today to implement even these programs much more
aggressively as a way to help the Company reduce the risk of a
blackout in parts of the City of Boston during the next two summers,
absent evidence that the Company ever considered any such
load-management options as even partial soluations to the Downtown
Problem in the short run, the Siting Council finds that the Company
has not adeguately planned for providing reliable service to the City

of Boston.39 Purther, the Siting Council finds that Boston BEdison's

(footnote continued) program -~ are designed to enahle the Compaay to
pay customers so that BECO can call upon them to shed load during the
Company's peak period (Id.). During the 1987 summer season, Boston
Edison plans to have only five customers involved on the Generator
Agsistance on Peak program, and ten customers on the G-3 Load
curtailment program (Id.). The other seven programs include: a
thermal storage load-shifting program for commercial/industrial
customers; a flourescent light rebate program for

commercial /industrial customers; a similar program for resldential
customers; a central air conditloner load-management program for
residential customers; a similar one for commercial/industrial (G-2)
cugstomers; a program to offer rebates to residential customers to
purchase energy-efficient refrigerators (Id.}

39/as further evidence of the Company's planning inadequacies
relating to the Downtown Problem, the record shows that if the Company
had pursued its plan to convert New Boston 1 and 2 to coal —— a plan
BECO abandoned some time in late 1985 or early 1986 -- the Company
would have taken each of these units out of service for an extended
periecd of time at different points during the summers of 1987 or 1988
(Tr. II, pp. 186-191). If BECO had actually gone through with the
coal conversion at New Boston, the Company would have placed customers
in the City of Boston at a heightened risk of a blackout during each
conversion-related outagegs, since {a) the Mystic-Downtown line would
not yet be in operation, (b) there would be a 100-percent likelihood
that one of the New Boston units would be out, and {¢) lead in parts
of the City of Boston would have to be shed if the other one went out
{i.e., a single contingency, rather than a double contingency). BECO
actively pursued this plan for at least a year bevond the time the

Company realized it could not put its proposed Mystic-Downtown
tranemisgion line in service before 1988 or 1989,
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inadequate planning has exposed firm cusktomers in parts of the City of
Boston Eo an unacceptably high risk of a blackout in the summers of
1987 and 1988.

The record demonstrates that the company has not integrated its
transmission system planning with its resource planning progess in
general and in particular with respect to its demand-management
planning (see section II1.G for a further discussion of this issue).

Based on the foregolng, the Siting council finds that Boston
Edison has failed to adequately plan tc ensure a reliable power supply

for its customers.
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G, Least-Cost Supply

The Company states that its planning process is designed to
ensure that Boston BEdison has an optimal supply and demand plan (Bxh.
HO-10, p. 2). BECO asserts that it achieves a least-cost resource
plan through appllication of a uniform standard for comparing
alternatives: "the standard against which supply and demand plans are
measured is marginal capacity costs and marginal fuel costs. Mixes of
varicus supply and demand options (including rate design and strategic
marketing) are examined with the cbject of selecting a combinaticn
which results in the lowest future cost-of-service for our customers®
(1d.}.

The Company states that this process “ensures that the Company
will build generation facilities only when they are the most economic
resource when compared to cther options (supply and demand) on a
standard basis® (Id., p. 19%).

With respect to conventlional power supplies, the Company says
it uses its EGEAS and internal production-costing techniques 0
identify and develop an expansion plan that minimizes cost (Exh. HO-9,
p. 5; Exh, HO-10, pp. 17-1%). {8See also Section III.C, supra.)

In terms of how the Company treats power purchases from small
power producers and cogenesrators within its least-cost resource
planning, BECCO has provided evidence about its new contracting
procedures for purchasing electricity from such facilities within the
context of a least-cost resource planning process {(Exhs. HO-12,
HO-13). (See Sectlon IIl.{, supra.)

Regarding incluesion of demand management in the Company's
least~cost plan, Boston Edison states that it utilizes a process that
ieads the Company to implement conservation and load-managemlent
*measures which affect the use of eledtriclty in such a way as to keep
the cost of power lower, for all customers, than it would have been if
the action was not taken" (Exh, HO-10, p. 21). (Se¢e¢ Section III.C,
EEEEE') The Company argues that "it has made significant progress
over the past few years, particularly since the end of 1984, in the
development of a sound basis and approach to demand management

planning, The principal accomplishments include not only the three
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programs that are now running on a full-scale basis, but also the
process whereby those programs are concejived, evaluated and moved
towards full scale implementation® (BECO Brief, p. 19). The Company
asserts that this process vields "a workable selution for placing
demand-side options on an equal footing with supply—-side options*
{Exh. HO-7, p. 13).

The City argues that the Company has not addressed the issue of
least=-cost planning as required by the Siting Council (City Brief, p.
25). Howaver, the City provided neither its own evidence nor a
detailed analysis of the Company's evidence as support for the City's
position,

The Company's commitment to demand-management programs as part
of a least=-cost planning strategy has been criticized in another
forum. On June 26, 1986, the MDPU issued an order which concluded
that the Company had failed to meet its public service obligation.

Boston BEdison Company, DPU 85-266-A/85-271-A {1936).3ga In that

case, the MDPU concluded that "the Company has not engaged in a
least=-cost planning strategy because it has adopted planning criteria
which prevent the implementation of cost-effective energy conservation
and load-management,..programs. Suach programs conld have heen
designed to delay, in a cost-effective manner, the date additional
capacity will be needed. We find in this Order that this failure has
resulted in a cost of service higher than would exist had the Company
made a true commitment to reasonable CsLM measures™ (Id., p. 10; See

also pp. 6-15).

393/1n this proceeding, the Siting Council has taken
administrative notice of the following dockets of the Massachusetts
Department of Public Utilities: DPU 85-266-2/85-271-A, DPU 1720, and
DPU 8558 (Tr. I, p. 4); DPO 1350 (Tr. II, p. 137): DPU 86-78 (Tr,
11T, p. 49); and DPU 86-255 {Tr. III, p. 6B}.
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1. Comparison of Alternatives on an BEgual Footing

Boston Edison provided extensive evidence in the form of
testimony and documentation as to how the Company evaluates resource
alternatives when it attempts to develop a least-vost, reliable supply
plan (Exhs, HO-3, HO-5, HO-6, HO-7, HO-8, HO-9, EO-10; Tr. I, pp. 22,
53, 69-79; Tr. II, pp. 26-30). To facllitate the development of such
a plan, the Company said it reorganized its supply and demand planning
functions into a single department that includes: demand forecasting;
planning for and evaluation of conservation and load management;
planning and contracting for SPP and cogdeneration; and more
traditional generation expansion planning {Exh, HO-10; Tr. I, pPD.
68-69, 73-78; Tr., II, pp. 98-100; BECO Brief, p. 14). Mr. Hahn
testified that in the past three years, BEC('s demand-management
planning has been bolstered with resources and that Boston Edison now
has a "truly integrated supply and demand planning process...that
takes a back seat to no one® (Tr. I, p. 69).

The Siting Council recognizes that Boston Edison has effected a
number of changes since the last time the Siting Council issued an
order on a BECO filing. 1In particular, the Siting Council
acknowledges the harsh criticism the Company received regarding 1lts
prlanning process as a result of the June 1986 MDPU order.

Accordingly, throughout this entire proceeding, the Siting Council
repeatedly and explicitly requested the Company to provide information
that could reflegt not only the evolutionary nature of the Company's
planning process, but alsc the ways in which the Company has responded
to that order.

The record in this proceeding is replete with evidence which
shows that the Company utilizes different analyses and decision-making
standards for demand-management resources than it employs for
supply-side resources. This differential treatment undermines the
Company's ability to develop a least-cost plan in a number of ways:

{1) Mr. Hahn stated that he has never examined and therefore is
unaware of whether it would be cheaper (e.d., in terms of system
revenue requirements} for the Company to meet the marginal killowatt or

kilowatthour of demand through a supply-side approach or through a
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demand-side approach (Tr. IT, pp. 45-33), For example, the Company
never considered implementing demand-management prodgrams on a more
aggressive achedule as a source of {a) replacement power for the
energy lost due to the lengthy, on-going outage of Pilgrim 140 (Tr.
1, p. 141; Tr. 11, pp. 164, 173, 192}, or (b) to avoid capacity
deficiencies in the short run if the Company's planned additions are
not available as expected (Tr. II, p. l66). Similariy, even when it
changes itg load-growth or fuel-price assumptions in ite contingency
plans, the Company never varies its exXpectations with regard to what
demand-management programs wonld then be cost-effective and whether it
should modify its demand-management implementation schedule or the
economic incentives embodied in any individual program {Exh. HO=-9; Tr.
i1, pp. 30, 33-37, 39-40, 42~45).41

In the event of these contingencies, the Company relies upon
only conventional power purchases or investments in traditional
powerplant projects as viable responses. 1In fact, the Company even
calls its long-range supply plan and its action plan an "expansion
plan®™ (BECO Brief, p. 20). Further, Mr. Hahn stated that BECO had not
compared the costs of the nine demand-management pPrograms how
authorized for implementation against the ceiling price established
for buying power from SPP and cogenerators in the auction process (Tr.
I, pp- 45=46). The Company concedes that it may have missed some
opportunities for obtaining cost-effective power supplies when it did
not evaluate whether demand management would be cheaper Lo implement

than the kinds of supply=-side options it has pursued in the short run

40/RRCO asserts that "Until Pilgrim returns to service, the
Company willl continue to seek the least cost replacement energy
available™ (BECO Brief, p. 24; see also Tr. I, p. l41). However,
under cross-examination, Mr. Hahn stated that the Company never
congidered changing its demand management schedule as a source of
replacenent energy for Pilgrim (Tr. II, pp. 181-192).

41/0nce the company selects as a candidate for implementation
a program from the original list of 40 options, the Company evaluates
the sensitivity of that program's benefit/cost ratio to varying
assumptions regarding participation rates, discount rates, and so
forth (Tr. II, pp. 41-44).
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(Tr. I, pp. 56-57).

As such, the Siting Council concludes that the Company's supply
planning process can only view these supply-side and demand-side
options in a non-integrated way.

(2) The cCompany's witness, Mr. Ruscitto, explained that in
BECO's evaluations of 40 demand-management options, a benefit/cost
ratio greater than one for any particular program indicates that the
Company could implement that program and provide a lower cost of
supply relative to a resource mix that did not include that program
{Te. I, pp. 17-18). When the Company performed its analyses of the
40 demand-side programs, 36 of them had & benefit/cost ratio greater
than or egual to ¢ne., However, Iin spite of the Company's own
expectation that it will need to add capacity both in the short run
and the long run (see Section III.E, supra), and even though the
Company has recognized since 1983 that a downtown Boston reliability
problem would arise before the Company could build a tranamission
facility to correct it (See Section IIiI.F, supra), the Company has
chosen to implement only 2 small set of the 36 demand-management
prodrams for which its own analyses show favorable benefit/cost ratios
and whose implementation would provide the opportunity to lower
customers' costs relative to a supply mix that excludes those prodrams
(*'r. I, pp. 53-54; Tr. II, p. 200},

This is particularly troubling in light of statements by Mr.
Hahn and Mr. Ruscitto that the Company has significantly modified its
approach to demand managewment in response to being placed on notice by
the MDPU in its June 1986 Order that there was an immediate need for
the Company to pursue demand manadement as part of & least-cost supply
plan {(Ir. I, pp. 21-22, 70-72). In August 1986 -~ two months after
the MDPU issued its decision -- the Company authorized and commenced
implementation of only three programs, and in December 1286, the
Company approved only six more for implementation (Exh. HO-159).
According to Mr. Hahn, such authorizations represent the "corporate
commitment™ to a particular demand-managment program (Tr. II, p.

104}. Mr. Hahn and Mr. Ruscitto stated that the MDPU's order had a
major impact on the Company and that Boston Edison is responding as

quickly as possible at this point (Tr. I, ». 31-32, 52-53; Tr. II, D.
25).
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However, the Siting Council concludes that if the Company were
actually making substantial changes in order to pursue a reliable and
least-cost supply mix, it would be aggressively implementing all
cost-ef fective demand management throughcout the Company's service
territory and targetting the marketing of such efforts in areas such
as parts of the City of Boston where the Company has identified as
potential locations for reliability problems in the short run,

The record shows that Boston Edison is doing neither of those
things. Accordingly, the Siting Council finds the Company 18 not
aggressively pursuing all cost-effective demand management in spite of
the Company's eXxpectation that it needs to add energy supplies and
capacity.

{3) The Company has developed a detailed and comprehensive
computerized methodology for comparing the costs and benefits of
demand-management programs (Exh. HO-8; Tr. II, pp. 126~130, 155-157).
This approach provides the Company with a relatively sophisticated and
sound methodological foundation for performing the kinds of analyses
the Company needs to develop least-cost plans,. However, the Company
does not apply this metholodegy in a way that enables the Company to
carry out least-cost planning over time (Tr. II, p. 35). The record
shows that the Company has used its methodology to evaluate the
Company's 40 conservation and load-management options only once in the
past three yvears, and to evaluate the Company's proposed pilot
programs only one other time since then (Tr. I, pp. 35-44; Tr. 1I, pp.
33-37; Exh, HO-153}.

This is the case in spite of the fact that the Company
recognizes that many of the factors that signficantly affect the
Company's forecasted need for new capacity and its long-run marginal
energy and capacity costs have changed significantly during that time
and could change again within the short run (Tr. I, pp. 39-42,
119-121; Tr. II, pp. 27-28, 40-41), Mr. Hahn stated that BECO plans
to rerun the analyses on the full set of options only as early as
summer 1987 {(Tr. I, pp. 42-43). At the same time, the Company
reestimates its contingency analyses of more traditional power
purchage options on & more regular basis (Tr. I, pp. 102-103; ExXh.
HO—69).
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The Siting Council finds that the ¢Company has failed to use
this methodology iteratively and often to analyze whether
demand-management programs remain cost-effective even under different
assumptions (e.g., what level of a lighting rebate would still he
cost-effective if the Company's marginal cost went up). Therefore,
the Siting Council finds that the Company has failed to adeguately
monitor changes in the cost effectlveness of its demand-management
cptions in accordance with changes in the Company's avoided cost
estimates.

{(4) Boston Edison has no common basis for directly comparing
the economic benefits and costs assoclated with demand-side options
against those of supply-side options. To compare demand-management
programs against each other, the Company calculates their net present
value and benefit/cost ratios, using the Company’'s long-run marginal
cost ag the basis for valuing beneflts {(Tr. I, p. 49), To compare SPP
and codeneration options against alternative supply-side options, the
Company establishes a long-run cost of avoided energy and capacity in
terms of a lavelized cents-per-kilowatthour cost {"¢/kwh") and then
allows SPP and cogenerators to submit bids to sell electricity to the
Company at or below that cost, Mr. Hahn testified that: (a) Boston
Edison does not have a ¢/kwh cost value for any of the 40
demand-management options it had analyzed:; and {b) it would take weecks
to calculate such values using up-to-date assumptions (Tr. I, pp.
46-50: Tr., II, pp. 50-51). Mr. Hahn admits that he has not made such
direct cost comparisons of demand-management options and supply-side
options {Tr. II, pp. 45~53).

Thersfore, the Siting Council concludes that the Company's
analytic measures do not accommodate economic comparisons of
demand-side options directly against supply-side options.

(5) In response to questioning from the Siting Council, Mr.
Hahn expressed his concerns about articulating the risks associated
with particular contracts the Company holds with independent power
producers for as-yet unconstructed projects, since he did not want to
give the impression that the Company was undermining the ability of
those projects to come on line {(Tr. I, pp. 104-105). Yet, Mr. Hahn

and Mr. Ruscitto repeatedly articulated the Company's concerns about
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the "guegtionable® feasgibility of demand-side management programs due
to customers' disinterest or unwillingness to participate in the
Company's demand-management programs (Tr. I, pp. 30, 53, 101, 104-105,
118=119 Tr. II, pp. 31-33, 43, 57).

The Siting Councfil finds that the company adopts a different
attitude regarding articulating the risks of demand-management options
than it has about discussing the risks of gpecific supply projects.

(6) In the company's supply planning process which includes a
base case, contingency analyses and expansion plans, the Company
analyzes the economics of supply-side additions using 100-MW capacity
increments (Exh. #H0-9, p. 7}. Boston Edison argues that the reason
the Company cannot include demand-management options within its
contigency planning framework is that demand-management options come
in much smaller increments and offer limited "supplies"™ in absolute
terms (i.e., less than 100 MW at a time) (Exhs. HQ-25, HO-28).

Based on this assertion alone, the Siting Council finds that
the Company has failed to establish that its expansion planning
methodelogy is unbiased with respect to its treatment of demand-zide
versus supply-side options that the Company can call upon in response
to contingencies.

(7} The 1986 Boston Edison Forecast included adjustments for
conservation, load management and time=-of-use rates associated with
the long-run effects of implementing all c¢ost-effective programs
gtarting with the six pilots propnsed in 1985 (Exh. HO-3; Exh. H0-7).
(See Table 8.) 8Since that filing was presented to the Siting Council,
the Company realigned itsg schedule for implementing demand-management
programs, but according to Mr. Ruscitto, those changes would not alter
the conservation/load management adjustmeﬁts the Company made to the
1986 PForecast (Tr. I, pp. 32-35). The Company did not provide
documentation in support of this assertion.

Accordingly, the Siting Council finds that the Companvy's
egtimates of demand-management resources the Company can rely upon in

the short run do not have a credible technical basis.42

42/mmis finding could seem inconsistent with the Siting
Council's unconditional approval of the Company's {footnote continued)

—57-



el

PRI

el

—347~

(8) Mr. Hahn and Mr. Ruscitto concede that demand-management
programs could reduce forecasting error, for example, by reducing the
Wweather-sensitivity of the energy usage of certain equipment., The
Company also concedes that certain types of demand management can
facilitate supply planning by reducing risk associated with demand
uncertainty (Te. I, pp. 54-56; Tr. II, pp. 55-58), However, the
Company does not take this benefit into consideration when it
evaluates the benefits and cogts of various possible implementation
schedules and strategies. The Company's witness agreed that BECO may
have missed all kinds of opportunities to have captured benefits from
demand management {Tr. I, pp. 56-538)},

This analytic treatment of demand management by the Company
means that the Company's analyses underestimate the benefits to the
system of relying upon demand-side optiong as integral parts of the
Company's supply plan. Based on the Company's testimony, the 8Siting
Council finds that the Company has failed to consider the risks and
benefits of demand management fairly in its overall supply planning

process,

To the Siting Council, the Company's supply and demand planning
effort reads wall on paper; but, for the reasons staked above, Boston
Edison ls not performing analyses and actually making decisions in
line with tht plan s8¢ as to enable it to develop a least-cost supply

plan and minimize its customers costs of service,

{footnote continued} 1985 and 1985 demand forecasts (See gection 11.¢,
supra), which include the Company's adjustments for the impacts of
Company—spongored conservation, load management, and time-of-use
rates, as required by the Siting Council in its previous corder (See
Section IX.C.l.b). That unconditional approval recognized that the
Company had complied with the Siting Council's explicit order to
integrate demand management into BECO's forecast.

The criticiam noted above relates to the (ompany's treatment of
demand-management impacts in an inflexible way, 1In the future, the
Siting Council expecta the Company to treat demand-management plans in
a way that reflects the Company's expectations about the timing and
availablility of specific amounts of "supplies" that can result from
implementing specific demand-management programs or strategies.
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On the one hand, it is clear that the Company can perform
least-cosk generation-expansion planning. Purkther, the Company has
embarked on a program ko contract for power from SPPs and cogenerators
within a least-cost generation-expansion planning process. But on the
other hand, in spite of numerous Company statements to the contrary,
the evidence overwhelmingly demonstrates that in Important analytical
and decisionmaking ways, the Company is still not treating demand-
management resource options on an equal footing with supply-side
opkions.

This concluslon is troublesome enough in light of the Siting
Council's own statute and decisions that require companies to
adequately consider conservation and load-management, &.L. ¢. 164,
sec. 69J. In Re Cambridge Electric¢ Light Company, et al., 15 DOMSC ___
7, 27, 40 (1986); Massachusgetts Blectric Company, et al., 13 DOMSC
119, 177-179 (1985). But it is all the more problematic in light of

the order of the Siting Council's sister agency, the MDPU, now over
nine months ago, that the Company fully intedrate conservation and
lpoad management into its demand and supply planning process. MDPU
85-266-3/85-271-A; pp. 6-15, 143-1K1,

2. Conclusions

Accordingly, the findings above show that Boston Edison treats
demand-side options differently from supply-side options in the

following ways:

{1) Boston Edison's demand and supply planning process is not
fully integrated;

(2) Bogton Edison is not pursuing all cost-effective demand
management in spite of the Company's need for energy and
additional capacity:

{3) Boston Edison dces not adeguately monitor how the cost
effectiveness of demand-management options changes over
time in accordance with changes in the Company's avoided

cost estimates;
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{7}

(8}
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Boston Edison's analytic measures do not accommodate direct
economic comparisons of demand-side options agalnst
supply-gide optious;

Boston Edison has a different attitude about articulating
the risks of demand management programs as oppesed to
discussing the risks of particular supply projects;

Boston Edison's expansion planning methodclogy is not
unbiased with respect Lo treating demand management and
supply-side options as alternatives the Company could rely
upon in response to cgontingencies;

Boston Edison's estimates of demand-side rescurces
avallable to the Company in the short run do not have a
credible technical basis; and

Boston Edison's analyses underestimate demand management's

benefits to the system.

Thege findings demonstrate that Boston Edison's resource-
planning process does not ensure a least-cost energy supply for the
Company 's customers, since BECQ does not treat demand-management
options on an equal footing with supply-side options in relevant
analyses and decisions.

Therefore, the Siting Councill finds that the Company's supply
plan does not ensure a least-cost energy supply, as required in the

Siting Council's enabling statute.
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H. Diversity of Supply

As part of Condition 3 of its last declsion, the Siting council
required Boston Ediscon to provide information on its fuel
diversification initiatives. 1In this proceeding, the Company stated
that it had attempted to convert generators at New Boston and Mystic
to c¢oal but had since dropped those efforts (See Section III.B, supra).

The Company also discussed another diversification effort, the
conversion of three major fossil fuel units at New Boston and Mystic
to dual-fuel (oil and natural gas) capability {(Exh. HO-64). The
Company provided a fuel-use forecast for 1986 which, when compared ta
a fuel-use forecast For 1983, indicates the Company's lower dependence
on oil due to the dual-fuel capability. Based on those forecasts,
cil generation was expected to decrease to 37 percent43 from the 71
per¢ent forecast for 1983; nuclear fuel generatlon was expected to
remain constant at about 29 percent; natural gas generation was
forecast to rise from virtually no generation in 1983 to about 34
percent in 1986 (Exh. HO-4, p. I-4; See also BECO's 1983 PForecast,
vol. 2, March 1, 1983, p. I-4},

The Siting Council finds that this more even balance in oil and
gas generation improves the Company's fuel diversification position.

The Company alsoc reported other diversification initiatives.
Boston BEdison is purchasing nuclear power from New Brunswick and plans
to purchase hydro-power from Hydro Quebec under NEPOQL's FPhase II
purchase agreement (Exh. HO~64}, In addition, the Company's RFP for
attracting generation f£rom 8PPs and coagenerators provides an incentive
for non-oil/gas facilities (Exh, HO~64).

Based on the foregoing, the Siting ¢Council finds that the

Company has complied with Condition 3 as imposed in the last decision.

43/211 percentages are based on fuel consumption from BECO'S
own generation on a British thermal unit ("Btu") basis.

-§l-
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I. Summary of the Supply Plan Analysis

The Siting Council has found that the Company's supply plan
fails to: (1) ensure adequate resources to meet customer reguirements
(Section III.E, supra):; (2) ensure a reliable power supply for all of
its customers (Section III.F, supra):; and {3) ensure a least-cost
supply of energy over the forecast period (Section III.G, supra).

Accordingly, the Siting Council rejects the Company's 1985 and
1986 supply plan3.44

In rejecting the Company's supply plan, the Siting Council is
forced to note the disguieting similarities in the Company's
foot-dragging approach to: addregsing the intedration of
cost-effective demand-management options into its supply mix;
addressing all possible steps to reduce the risk of a downtown Boston
transmisgion problem in 1987 and 1988; and addressing the possibility
that the Company could lose a capacity credit for the Pilgrim nuclear
power plant in the short run. In each of these c¢ases, Boston Edison
refrained from addressing the problem until such time as the Company

was convinced beyond any doubt that a problem existed.

44/ 1he Siting Council notes that the Company has established
that it is proceding with the siting of both its Mystic-Downtown and
Mystic=Colden Hills transmissgion lines, which have been previously
approved by the Siting Council. In re Boston Edison Company, 13 DOMSC
63 (1985); In re Boston Edison Company, 2 DOMSC 58 (1977). 1In the
ingstant proceedindg, no evidence has been pregented which would
indicate that these facilities are no longer necesszary. In fact, the
record showsg that the Mystic-Downtown line is needed sooner than the
Company's anticipated in-service date, The Siting Council encourages
the Company to complete these projects in an eXxpedient manner,

The Siting Council's rejection of the Company's 1985 and 1986
supply plang should not be interpreted as a recision of the Siting
Council's previous decisions reqarding these lines,

Therefore, the Siting Council expressly finds thatk commencement
of construction of the Mystic-Downtown line and the Mystic-Golden
Hille lines is consistent with the Company's most recently approved
long-range forecast, However, the Company could not commence
construction of any future facility proposals until the Company files
a forecast and supply plan that is approved by the Siting Council.

62
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Unfortunately, the record in this case 1s replete with evidence
of the consequences of that approach., The Company's ilnadequate
planning process has placed Boston Edison's customers at an
unacceptable level of risk of having inadequate resources in the short
run, At the same time, customers may face higher-than-necessary
energy costs because the Company has not been conducting its planning
in a least-cost fashion. The Siting Council f£inds this "head in the
sand" approach to be woefully shortsighted and a wholesale betrayal of

the Company's public service obligation.

IV. DECISION AND ORDER

The Bnergy Facilities Siting Council hereby unconditionally
approves the demand forecast and rejects the supply plan as presented
in the Third and Fourth Supplements to the Second Long-Range Forecast
of Electric Power Needs and Requirements of Boston Edison Company
including the requirements of the Concord Municipal Light Plant and
the Blectric Division o0f the Wellesley Board of Public Works.

'  The Siting Council hereby orders Boston Edison:

(1) to-develop immediately a clear and specific plan for
squarely facing the possibility of losing Pilgrim capacity
credit. Such plan shall include a time schedule providing
for specific actions by the Company 1If Pllgrim generation
resumption meets any further delays. The Company is
ordered to file such plan with the Siting Council by May 1,
1987 and to report all Company actions that either follow
or modify that plan.

(2) to develop immediately a clear and specifi¢ plan for
minimizing the risk and extent of disconnecting firm
customer load in the City of Boston for all summers prior
to the expected in-service date of the Company's proposed
345 kV Mystic-~-Downtown transmission line. This plan shall
identify all options available to the Company to reduce the

risk and extent of lead gshedding in the City of Boston

-$3-
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including consideration of an immediate and aggressive
demand management strategy. Further, the plan shall
provide for actions the Company will take, including a
schedule for implementling those actionas, to minimize the
risk and extent of load shedding in each summer covered by
the plan. The Company is ordered to file such plan with
the 8iting Council and the City of Boston by June 1, 1987
and to report all actions that either follow or modify that
plan.

Boston Edison is hereby ordered to file its next long-range

forecast on February 1, 1988.

’ .
}f?HﬁLu/t )ﬁilhﬂ?auvr“’Jﬂj

Robert Shapiro

Hearing Officer

UNANIMOUSLY APPROVED by the Energy Facilities 3Siting Council by
the members and designees present and voting: Sharon M, Pollard
{Secretary of Energy Resources):; Sarah Wwald (for Paula W. Gold,
Secretary of Consumer Affairs and Business Regulation); Fred Hoskins
(for Joseph D. Alviani, Secretary of Economic and Manpower Affairs):
Stephen Roop (for James S, Hovte, Secretary of Environmental Affairs);
Stephen Umans (Public Electricity Member); Madeline varitimos (Public
Environmental Member): Joseph W. Joyce (Public Labor Member),
Ineligible to wote: Dennis J. LacCroix (Public Gas Member). Absent:
Elliot J. Roseman (Public Qil Member).

AN

on M. P&ilard v,
Chairperson

403, L‘[%’I

Date

54~
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ANNUAL REQUIREMENTS:

Residential w/Heating
Re=sidential w/o Heating
Commercial

Industrial

Street Lighting
Wellesley, Concord

Load Management

Losses and Internal Use
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TABLE 1

Boston Edison Company
Demand Forecast Summary

Annual Energyl
Requirements (GWh)

Average Annual
Compound Growth Rate
1986-1995

3.5%
0.9%
2.9%
2.8%
9.0

1.9%

Total Energy Req's

1986 1993
7L6 275
2;285 2,483
6,087 7,841
1,897 2,424
135 135
3L 367
2 (10)
1,075 1,336
12,508 15,551

PEAK REQUIREMENTSZ (SUMMER):

Regidential
Commercial
Industrial
Hellesley, Concord

Total Peak Load

Notes: 1. Totals may not add due to rounding.

peak Loadl
{ M)

1986 1995
415 468
1,581 1,894
458 542
62 74
2:519 2,980

Average Annual
Compound Growth Rate
1986-1995

1.3%
2.0%
1.9%
2.0%

2. Losses and internal use are added to the peak load forecast
within each customer group {about 9.4 percent historically),
street lighting does not make a significant contribution to

peak load.

Sources; Exh. HO-3, pp. K-9%, ¥K-11, I-33; Exh, H0-127,
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Yearz

1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2008
2006
2007
2008
2009
2010
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TABLE 2

Boston Edison Company
Base Generation Expansion Plank

Base Load Forecast, Base Fuel Forecast

Cumulative

100
200

400

s00
600

706
800
200
1600
1100
1200

1300

{MW)
Qcean
Combined Combustion State
coal Cycle Turbine Power
100
180
1g0 109
100
100
1lo0
138
100
100
100
100
lo0
| 80D 400 i00

Totals

Notes: 1.

2.

generation plan through 2010 for information only.

The Company analyzes capacity addition in 100 MW
increments to avoid biases due to unit size.
The Siting Council presents the Company's expected

We

restrict our review to our ten-year planning horizon which
ends in 1995,

Source: Exh. HO-9, Table 6,
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TABLE 3

Bogton Edison Company
Recommended Generation EXpansion Plan

Base Load Forecast, Bagse Fuel Porecast

(M)
Qcean Cocgen
Short-Term Dispatchable State and
Year purchase 1 Purchase 2  Power Spp Cumulative
1986
1987
1988 100 100
1989
1990 100 200
1991
1992 100 200 400
1993
1994
1995
1996 100 500
1397
1998 100 600
1999
2000 100 700
Totals 100 100 100 500
Wotes: 1. A shorteterm purchase is assumed to cover the 1988 to
1990 time period.
2. A 100 MW power purchase in 1992 may be from any party
selling power, including cogenerators or SPP, but it must be
dispatchable.
Source: Exh., HO-9, p. 4.
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TABLE 4

Boston Edison Company

Generation ExXpansion Plan Sensitivity Analysis

Load Growth: Low Rasge
Fuel Prices: Low Low
Year (1y,(2),0(3)
1986

1987

1988 o
1989

1990 OSP
1991 QspP

1992 CT CT,CT
1993

1994

1995

1994 cT
1997

1998 cC
1999

2000 T o
2001 ce
2002

2003 cC
2004 o(%

2005 cC
2006 CT
2007 cT elaig
2008

2009 cT
2010

osp

cC

roal

Coal

cc

CcT

Qsp

cC
OSP

cc,Ccc ce,cc

Coal

Coal
Coal

Coal
Coal

Coal

cc
cC

Coal
Coal

Co,Co

Coal
Coal
Coal
Coal
Coal

o ek B ot e e e i T L Al o el o e e e L L AR L A S ok e o T A i 2 A o oo T i ) S ko Y T A i AL ) o A o e e

Totals (MW) 500 1300

High Low Bage High
Low Base Base Base
CcT CT
c? CT CT
cT cT
OSP Q8P OSP
Osp
cT,cT CT cc,Cr CC,.CT
cT cC
cc cC
eC e cC
e CC
cc

cC ccC
ce cc cC e
ce cC cc
ce cc
cC ccC cc ccC
ce cC
ce cc cC
¢ CT cC ¢C
CcT cT cc
CT,CT cr,CT
cT cT CcT
CT cT
2300 500 1300 2300

Notea: 1. CT = Combustine Turbine; CC

Ocean State Power.,

Combined Cyecle; Co = Coal; 08P =

2, Bach time a unit isg identified, it vepresents an addition of

100 MW,

3, The 200 MW purchase from Pt. Lepreau II is assumed to be
indefinately deferred.

Source: Exh. HO-92, Tables

6 and 9 - 16.
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TABLE &

Boston Edison Company
Consolidated Demand PForecast and Gencration Expansion
Summer Peak (MW}

Current Total
Summer Summer Signed & Total
Capability ¢Capacity & Approved Suxplus Likely surplus
Year Respons Purchases Purchases (Deficit) Purchases (Deficit)
1987 2947 2984 250 287 i) 287
1988 3328 2984 250 (94) 0 (94}
1589 3350 2984 264 {102) 40 {62)
1590 3400 2984 426 10 leB 178
1991 3501 2884 426 {191) 343 152
1%92 3408 2784 176 {448) 343 (105}
1993 3417 2784 176 {4587} 343 (114)
1994 3458 2783 178 {459) 343 {158)
1995 3466 2783 176 (507) 343 (l64)
Capacity Bigned & Likely
Losses: Approved: Purchases:
Bear 19351 NU 1987 PRS 1989
P I 1992 to 1991 BioEn 1989
MDC 1994 TDEr: 1989 OsP 1990
Peat 1989 A®mR-F 1990
EvrtE 1990 HQ 2 1981
NEA 1990

Kotes: 1. capabllity responsibilities are based on the Company's
assumptions of 70% PIP phase in during 1987 and Seabrook I on-line
in June 1987.

2. T"approved" purchases indicate MDPU contract approval; "likely"
purchases have bheen signed by the parties but do not have MDPU
approval.

3. Totals do not include expected capacity additions due to the
Company's January 1987 Request for Proposals. Boston Edison has
designed its RFP to attract 200 MW of cogeneration or 3PP by 1991.
4. BEverett Enerdy (EvrtE) was formerly known as Diamond East.

5., The Walpole combustion turbine is not included in the supply
totals. The Walpole CT is rated at 76 MW and could be in service
for the 1%89 summer.

Sources: Exhs. BO-14 thru HC-84, HO-157.8B, and HO-161.
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TABLE 6

Boston Edison Company

Short-Run Contingency Analysis

1. Simultaneous loss of Ocean State, Northeast Bnergy, and Everett BEnergy:

Contingency
Surplus NU
{Deficit) Purchase

Walpole Possible
Combustion BSurplus

287 i50
(94) 150
(62) 150
(74) 150
Cont ingency
Surplus NU

{Deficit) Purchase

Turbine (Deficit)
] 437
0 56
76 164
T6& 152
Walpole Possible

Combustion Surplus

L A . o il . T D A R o bk o AR N A S v o L L B I o o S, AN o N s BN . L e P . N PN o S ) bl e T L AR R Al L ] b e

Base Casel [Lo08s of
surplusg 0SP, NEA,
Year (Deficit) and BVitE
1987 287 0
1988 {94) 0
1989 {62) 0
1990 178 (252)
2. High 1load growth rate:
High Load Summer 2
Growth Capability
Year Forecast Respons
1387 2718 3094
1988 2832 3501
1989 2926 3544
1990 3001 3604

{140) 150
{267) 150
{258) 150
(26) 150

3. Loss of Pilgrim Capacity Credik:

Base Casel
Surplus
Year {Defilcit)
1987 287
19838 {94}
1989 {62)
1999 178

Loss of
Pilarim
Capacity

Cont ingency
Surplus NU
(Deficit) Purchase

287 150
(589) 150
{(557) 150
(317) 150

Turbine {Deficit)
i} 10
0 {117)
76 (30}
7€ 200
Walpole Possible
Combustion Surplus
Turblne (Peficit}
0 437
0 (439)
76 (331)
76 (3L1)

Notes: 1, See Table 5 for the short-run base case surplus/deficit,
2. Reserve requirements are based con the Company's assumptions of
70% PIP phase in during 1987 and Seabrook I on-line in June 1987
(Exh, HO-157B).

Sources: Exha. HO-2, HO-157B, and HO-157C.
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TABLE 7

Siting Council cCalculation of
the Risk of a Blackout in Downtown Boston

Agsumptions: 1. A summer period is 120 days.

2. If load exceeds certain threshold levels and both New
Boston units are out of gervice {("008"), a blackout
will occur.

3. The threshold level of 2080 MW will be exceeded on 40
of the 120 summer days in 1987.

4. The threshold level of 2000 MW will be exceeded on 60
of the 120 summer days in 1988.

5. Both New Boston units will be 008 on two days during
the summer period in any given year.

6. All events are independent,

Method: The calculation of blackout risk due to both New Boston
generating units being 008 is based on standard probability theory for
sampling without replacement. For example, if the population consists of
120 summer days, it is assumed that on two of those 120 days both New
Boston units will be 008, and it is also assumed that load will exceed
the threshold blackout level on one of the 120 days, then the probability
that there will not be a blackout under those conditions is estimated by
the following function:

PriNo blackout] = No. of days no blackout expected
Total no. of days available

= (1187120 = 98.3%

The probability of a blackout follows as,

Pr[Blackout] = 1 = priNo blackoutl = 1.7%

talculiation: If it is assumed that load will exceed the threshold level

of 2080 MW on 40 of the 120 days (19287 summer), the probability of no
blackout becomes,

Pr[No blackout] = (118/120){117/119)¢(116/118)...(79/81) = 44.3%
and the probability of a blackout occurrlng is,

Pri8lackout in 1987 summer] = 535.7%
If it is assumed that lcad will exceed the threshold level of 2000 MW on
60 of the 120 days (1988 summer), the probabilities are,

Pr[No blackout] = {(118/120)(117/119)(116/118)...(59/61) = 24.8%

PriBlackout in 1988 summer] = 75.2%

Source: Exh. BOS-11
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TABLE 8

Boston Bdison Company
Projected Effects of Demand Management

Annual Enerqgy Reduction Average Annual
Requirements in Energy Compound
(GWR) Consumption Growth Rate
1986 1995 {GWh) 1985-1995
_ Residential:
5 Natural Forecast 3,001 3,521 -— 1.8%
% With Conservation 3,001 3,458 63 1.6%
: commercial: _
Z Natural Forecast 6,087 7,964 _— 3.0%
With TOUR 6,087 4,012 (48} 3.1%
With Conservation 6,087 7,793 171 2.8%
With TOUR and C&LM 6,087 7,841 123 2.9%
Industrial;
Matural Forecast 1,897 2,472 -—— 3.0%
With TOUR 1,897 2,492 (20) 3.1%
With Conservation 1,897 2,404 68 2.7%
With TOUR and C&LM 1,897 2,424 48 2.8%
Total Energy and Growth 234 0.17¢
Rate Reduction
Peak Eneragy Reduction Average Annual
Requirements in Peak Compound
(W) Consumption Growth Rate
1986 1995 {MW) 1886-1935
SUMMER:
4 Natural Forecast 2,519 3,227 - 2.8%
: With TOQUR 2,519 3,143 84 2.5%
: With Conservation 2,519 3,069 158 2.2%
3 With Load Mngmt 2,519 3,138 89 2.5%
: With TOUR and C&LM 2,510 2,980 247 1.9%
WINTER:
Watural Porecast 2,243 2,980 - 3.2%
With TOUR 2,246 2,905 75 2.9%
With Consetvation 2,246 2,854 126 2.7%
: With Load Mnamt 2,246 2,934 46 3.0%
i With TOUR and C&LM 2,246 2,808 172 2.5%

il

Source: Exh, HO-3, pp. B-23, F-27, G6-11, and 1-32; Exh. HO-128.
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Appeal as to matters of law from any final decision, order or
ruling of the Siting Council may be taken to the Supreme Judicial
court by an aggrieved party in interest by the filing of a written
petition praying that the Order of the Siting Council be modified or
set aside in whole or in part.

Such petition for appeal shall be filed with the Siting Council
within twenty days after the date of service of the decision, order or
ruling of the Siting Council, or within such further time as the
Siting Council may allow upon reguest filed prior to the expiration of
twenty days after the date of gervice of said decision, order or
ruling. wWithin ten days after such petition has been filed, the
appealing party =hall enter the appeal in the Supreme Judicial Court
sitting in Suffolk County by filing a copy thereof with the Clerk of
gaid Court {Sec. 5, Chapter 25, G.L. Ter. Ed., as most recently
ammended by chapter 485 of the Acts of 1971).
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COMMONWEALTH OF MASSACHUSETTS
Energy Facilities Siting Council

Petition of the Nantucket Electric
Company for Approval cf its Third
Long=-Range Forecast of Electric
Heeds and Resources

}
)
)
)

EFSC Docket No. 86-28

FINAL DECISION

William S. Febiger
Bearing Officer

April 2, 1987
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The Energy Facilities Siting Council ("Siting Council) hereby APPROVES,
gubject to conditions, the demand portion and REJECTS the supply portion of
The Third Long-Range Forecast of Electric Power Needs and Requirements of the

Nantucket Electric Company (“the forecast").

T. INTRODUCTTION

A. Overview

The Nantucket Electric Cempany ("Nantucket" or "the Companv") is an
invegtor-owned utility that providegs electric service to the Island of
Nantucket, exclusively. The Company is unique among Massachugetts electric
utilities in that it is not in any way interconnected to the New England Power
Pool ("NEPOOL"™). Nantucket is one of the smallest electric companles in the
Commonwealth, having annual sales totalling approximately one=tenth of ohe
percent of electric sales in Massachusetts as a whole.

Seven diesel generators with a total capacity of 19.95 megawatts ("MW")
provide power to the system from the Company's plant in downtown Nantucket,
The units, installed between 1948 and 1978, range in size from 0.7 MW to 6.9
MU,

B. The Previous Siting Council Review

The Siting Council's review of Nantucket's previous forecast, in Docket
83-28, was unusual in that the decision was adopted in two stages. AL an
interim point in that proceeding, the Siting Council adopted & partial
decision approving portions of the Company's forecast that were disposed of
through settlements among all parties to the proceeding. (“Interim Decision

in Docket 83-28"). In re Nantucket Electric Company, EFSC Decket 83-28, 12

DOMSC 155 (1985). Matters not addressed in the settlements were considered by
the Siting Council in a second decision, which concluded that proceeding
("Decision in Docket 83-28"). In re Nantucket Electric Company, EFSC Docket
83-28, 13 DOMSC 1 (1985). In its decision, the Siting Council approved

Nantucket's demand forecast, subject to conditions, and rejected the supply

plan.

-1-
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C. History of the Proceedings

Nantucket filed its Forecast on January 21, 1986, Worried Electric
Consumers about Rates and Environment ("WECARE") filed a petition to intervene
on February 24, 1986, On March 10, 1986, Nantucket filed a request that the
Hearing Officer deny WECARE's petition to intervene., In a Procedural Order
dated March 28, 1986, the Hearing Qfficer granted WECARE's petition, subject
tc conditions.

On April 11, 19856, the Siting Council conducted a pre-hearing conference
to discuss the extent of and sbhedule for technical sessions and discovery.
On April 15, 1986, the Company filed a request that the Hearing Officer
reconsider WECARE's admission t¢ the proceeding. In a Procedural Order dated
April 28, 1986, the Hearing Officer denied Nantucket's reguest.

On June 3, 1986, WECARE filed an updated list of its members as required
by the Hearing Officer's Procedural Order of March 28, 1986. On June 16,
1986, the Siting Council received letters from seven individuals, whose names
had appeared amcng those on WECARE's list of members, reqguesting that their
names now be removed from such list.

On June 2, 1986, the Company filed an appeal to all members of the Siting
Council to seek clarification of the Siting Council's criteria for granting
intervention generally, and request that the Siting Council review Docket
§6-28 and dismise WECARE for failure to meet requirements of intervention. On
June 26, 1986, the Siting Council heard coral presentations by both parties to
the proceeding, but, for lack of a motion by any member, did not consider as
an agenda item the Company's reqguest Ffor dismissal of WECARE.

Meanwhile, in April, 1986, the Company requested and cbtained a Siting
Council subpoena to enable it to obtain from a former consultant to the
Company data needed to suppert the Company's forecast. 2 technical session
arranged at the pre-hearing conference was postponed pending receipt of the
data, and on May 12, 1986 the Company notified the Hearing Officer that the
data had been received.

Following the Company's appeal to the Siting Council to dismiss WECARE,
the Hearing Officer scheduled a technical session for July 22, 1986 to resume
the technical review. The Company again sought a postponement, and later, on
August 5, 1986, filed a request to conduct discovery of WECARE with the

twofold purpose of (1) exploring WECARE's make-up, organizational hackground
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and decision-making practices, and (2) more fully identifying WECARE's
positions on issues in the proceeding, The Hearing Officer sugpended the
previcusly set discovery schedule and sought further clarifications of the
Company's request for discovery in a Procedural Order dated August 8, 1986,
On August 14, 1986, the Company provided the information reguests to be
angwered by WECARE, if the Company's request for discovery was granted.

On August 25, 1986, the Company and WECARE jointly requested an eight=-day
extension for WECARE to cobject to the Company's discovery request of dugust 5
and 14, and later they sought continuances of the extension. The Hearing
Officer allowed the extensions but, on October 3, 1986, notified the parties
that the Hearing Officer intended to proceed with review of the Company's
Forecast.

The Siting Council conducted technical sessions on the Company's Forecast
on October 17 and 29, 1986.

On November 20, 1986, the Company and WECARE jointly reguested an
extension of unspecified duration to cobject to each other's discovery. On
December 22, 15986, the Company and WECARE f£iled a settlement agreement,
providing for the withdrawal of WECARE's intervention and discovery in the
proceeding, and the withdrawal of the Company's discovery and related
statements filed Augqust 5 and 14, 1986.

On December 19, 1986, the Hearing Officer informed the parties that the
Siting Council was closing the record in the proceeding. At that time the
Hearing Officer entered 64 exhibits in the record, largely composed of the

Company's Forecast and responses to information requests,

IIl. DEMAND FORECAST

A. Standard of Review: Demand Forecast

As part of its statutory mandate "... to provide a necessary energy
supply for the Commonwealth with a minimum impact oh the envirenment at the
lowest possible cost," G.L, ¢. 164, se¢. 62H, the Siting Council determines
whether "projections of the demand for electric power...are based on
substantially accurate historical information and reasonable statistical

projection methods." G.L. c. 164, sec. 69J.
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To ensure the foregoing, the Siting Council applies three standards in
its review of demand forecasts., A demand forecast is reviewable, Lif the
results can be evaluated and replicated by another person, given the same
level of technical resources and expertise. A forecast is appropriate, if the
methodolegy used to produce the forecast is technically snitable to the size
and nature of the utility's system. A forecast is reliable, if the
methedelogy instills confidence that the data, assumptions and judgments
produce a forecast ¢f what is most likely to ocecur. In re Eoston Edison
Company, 10 DOMSC 203, 209 {(1984).

B. Overview of Foracast Methodology and Results

Nantucket continues teo base its demand forecast on econometric models for
three ¢lagges of sales -~ residential, commercial and street lighting -- and
for both winter and summer peak lovads. The models range in format from a
linear model for summer peak load, to double-log transformation models for
winter peaek load and commercial sales, to dynamic double-log transformation
models for residential sales and street lighting sales (Forecast, P. 3-1 +to
3-14).

Independent variables include heating degree days, average system-wide
price, average residential heating customers, and varicus seasonal counts of
total residential customers. In addition to Bugust (peak season) and average
monthly reasidential customers, the Company now has introduced January
rasidential customers as a third total-customer wvariable, with specific
applicability to the winter peak model. The Company continues to base its
forecast of price largely on judgement. Howewver, the Company now has
implemented a statistically baged method for forecasting total customers —- a
methed that regresses customer numbers with time (i.e., time trends) using
several forms of bivariate curves (Forecast, P. 4-1 to 4-4).

The Company's forecast indicates that Wantucket's total energy
requirements will increase from 63,226 megawatt hours (“MWH") in 1984 to
108,167 MWH in 1995, and summer peak load will increase from 14.4 MW to 25.9
MW over the same period. Average annual compound growth rates between 1984
and 1995 will be 5.0 per cent for total energy generation, 5.5 per cent for
sumer peak load and 2.4 per cent for winter peak load, The projected annual

increases for average number of monthly customers over the same period are 5.1
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per cent for total residential customerg and 3.8 per cent for heating
customers. Seasonally, the projected annual increase in total customers is
6.0 per cent for January and 4.3 per cent for August. (Forecast, pp. 4-13,
5«5, and Appendix B, Tables E-B and E-11).

C. Compliance with Previous Conditions

In its previous decision in Docket No. 83-28, the 3iting Council placed
eight conditions on its approval of the Company's demand forecast.

Conditions 1, 2, 3 and 5 addressed custcomer projections. The present
decision devotes substantial attention to the Company's progress in complying
with these four conditions. See Section II=-D=1., In summary, the Siting
Council finds the Company prepared reviewahle customer projections as required
by Conditicns 1 and 5, and adequately analyzed customer-population
relationships as required by Condition 2. The Company failed, however, to
develoy customer forecast scenarios, as required by Condition 3. Two new
conditions relating to customer projections are affixed to this Decision ==
one addréssing compilation of background data on populaticn and visitation to
enhance forecast reliability, and one reapplying the requirement that a
scenario methodology be employed.

Conditions 4 and 6 concerned compilation of data on heating and
non-heating customers and usage. The Siting Council finds the Company
presented annual billing data on residential customers and usage from 1979 to
1984, disaggregated by heating and non-heating categories, as required by
Condition & (Forecast, pp. 8-2 to 8-5}). The Siting Council f;nds the Company
presented heating and non-heating usage factors on a consistent hasis, as
reguired by Condition 4 (id).

Condition 7 reguired the Company to provide an analysis of the
distributicn of seasonal use profiles among residential customers, based on
statistical samples from the years 19792, 1983 and 1985, The Company failed to
perform the analysis, citing excessive cost, but noted that it had
incorporated the number of January bills as a new independent variable in its
winter peak model. A new substitute condition concerning seasconality of usage
is affixed herein, requiring further tracking and analysis of January billing,
with particular attention to usage patterns and trends for minimum bill

customers during the month. See Section II=-D-2,
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Condition 8 reguired the Company te test winter peak load models
reflecting actual winter ungage hy customers from both heating and non-heating
purposes. In response, the Company added the January count of total
residential customers, while also retaining average annual heating customers,
a5 independent variables in the winter peak model. The Siting Council finds
this approach complies with Condition 8, but notes that further tracking and
analygis of bhilling data is required in connection with the seasonal use

concerns addressed in Condition 7.

D. Bvaluation of the Demand Forecast

1. Customer Projactions

The Company's current forecast is based on customer numbers that, when
compared over a long-term forecast horizon, are significantly higher than
those in previous filings, Table 1 ghows the projected annuzal additions of

dugust customers developed in Nantucket's current and two previous filings,

TABLE 1

Annual Additiens of August Customers, 1984-95

Past and Current Filings

*

Sub-Period 1981 Analysis 1984 Analysis Current

1984~88 +100/yr +200/yr +248/yr
1988-90 100 150 289
1990-93 50 15D 324
1993-05 50 100 359

*
Based on staff calculation of annual average for sub-period.

Source: Forecast, p. 4-6. In re Nantucket Electric Company,
132 DOMEC 1, 9 (19385).
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Nantucket uged time-trend bivariate models to develop these
customer~number projections. Nine forms of model equations were tested for
each of four annnal average and seasohal customer counts.l For sach customer
count, the Company selected two to four equations as being the best,
conceptually and statistically, then projected customer numbers over the
forecagt period using the gelected curves, and then averaged the results to
develop a single time-trend forecast for each customer count (Forecast, pp.
4~-1 to 4-12}.

The Company states that it chose the new customer projection methodology
to satigfy the Siting Council's requirements that such forecasts be
reviewable, appropriate and reliable (Exh. HO-29). The Siting Council finds
that the Company has incorporated and documented statistically based models of
customer projections. Thus, the Siting Council finds that the Company's
methodology for customer projectiong now is reviewable,

However, the Siting Council remaing concerned about the reliability and
appropriatenegs of the customer forecast methodology. Nantucket has been
unsuccesaful in relating past customer trends +o population trends, and thus
continues to use a forecasting methodology not directly related to either
seasonal or year-round population. TIn addition, Nantucket hag not
incorporated a scenario approach in its customer forecast, as ordered in the
Siting Council's previous decision in EFSC B83-28.

As in previous filings, the Company did not use population trends as a
factor in the Company's forecast methodology., The Company reports that it
analyzed population-cugtomer relationships and found them to be poor for
predictive purposes, even for the January customer count which presumably
wonld be most representative of year-round population (Forecast, p. 4-1).
Citing data awailable through 1983, the Company stated that population has
been fairly flat, between 5000 and 5500 residents, since 1974 (id).

While population-customer relationships would have to be established

before population could serve as a reasonable determinant of future demand,

lThe customer counts include total average monthly bills, total Rugust
bills, total Janunary bills, and average monthly bills to heating customers.

-7=
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the Siting Council notes several facts regarding year-round population that
warrant further attenticn to the applicability of this variable for predicting
customers. First, more recent data available from the 1985 state census now
indicate an upturn in populaticn, to nearly 6000 residents (Exh. HO-DOC-4).
Second, the Company acknowledges that it has not considered the possible
distorting impact on customer-population relationships of trends in average
household size, even though U.5. Census figures indicate that average
household size in the United States has declined (Exh. HO-32). 'Third, the
Company has not considered the possible distorting impact on

customer—-population relationships for January associated with minimum bills,

Minimum bills make up a sizable component of the January customer count and
presumably reflect in large part bills sent to owners of seasonal homes that
are unoccupied or minimally occupied in January. See Section II-D-2,

To support its customer projections, the Company cites recent tyends in
housing construction and the formation of buildable lots, together with
fiqures on the large stock of "approved" buildable lots (Exhs. HO-DOC-4;
HO-30a}. The Company also provided data on Island travel trends threugh 1983,
but did not comment cn the significance of such data for the forecast (Exh,
HO-DOC~3) ,

The Siting Council finds that the Company's reliance on recent
development trends, alone, is insufficient to support the sharply higher
customer projecticns reflected in Table 1. In an island setting such as
Nantucket, important congtraints to long-term development exist and must be
considered. First, there is the obvious constraint of the Island's finite
land area. The 1985 Wantucket Annual Report notes a trend toward

"encroachment of development on the Island's marginal type lands, containing

significant wetlands areas" (Exh, HO-DOC-4). As for future growth, the
Nantucket Board of Health recently adopted an ordinance effectively
establishing a 40,000-square-foot minimum area for newly subdivided building
lots {Exh. HO-2). Finally, the Company itself recognizes that standard
demographic models, particularly a constant-growth exponential curve, have
limitations in "a restricted geographical region such as Nantucket Island”
(Exh. HO-4).

Yet, rather than temper the standard demographic approach to take land

use constraints into account, the Company selected an approach that does just

el

the opposite. The Company's forecast incorporates rates of annual residential
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customer growth that (1) are higher on average than those derived from the
best-fit exponential curve, and (2) for the August count actually accelerate
over the early and middle years of the forecast period, providing a pattern of
annual growth even more expansive than that built inte an exponential curwve
(Exh. HO-5; Porecast, pp. 4-6, 4-8, 2-10, 4-13).

When asked about the theoretical applicability of its customer forecast
models, the Company noted that it has ncet used causal modeling "because the
extrapolative approach has shown excellent fits" (Exh. HO-4). The Company
further asserts that "when dealing with a short-term period such as 10
years..., the primary concern is with explanatory power {the fit)" (id}.

This approach contravenes the Siting Council's standards for review of an
electric company's demand forecast. An electric company must identify
significant determinants of future demand and the means by which they were
taken into account2 {EFSC Rule 63.5[a]lfi}]). In the case of econometrically
based forecasts such as Nantucket's, the theoretical or empirical basis for
functional form and variable selection must be provided (EFSC Rule €5.3[1]).
Clearly, the Siting Council requires a forecast te refleet a reasonable range
of relevant determinants in a way that is theoretically as well as
statistically sound.

Given Nantucket Island's seasonal population and visitation levels, the
Siting Council receygnizes the difficulty of finding a readily accessible and
consistent basis on which to justify future expectations for both year-round
and seasonal customers. However, this difficulty does not Justify the
Company's extreme reliance on extrapolative technigues, without regard for
whether past trends will continue or shift.

In light of the uncertainty about future customer numbers and the
apparent absence of a reasonable and consistent basls for tracking and
projecting seasonal trends, the Siting Council previously ordered the Company
to incorporate scenarioz in its forecazt, The Siting Council still finds the

approach of formulating a reasonable range of scenarios would force the

2Suggested determinants include price of electricity and such driving
variables as population, income and grosg product. The Company's methodology
includes price, but none of the suggested driving-variable determinants (EFSC
Rule &3.5{b]}.
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Company to consider the principal element missing from 1ts current forecast --
the gualitative underpinnings that help ensure the forecast is reliable.

Indeed, the Company itself provided, in the current review, a forecasting
point of view similar in style to a scenario, when it stated that "comparisons
[of forecasted trends} to [those of] the 1970's and early 1980's ignore the
fact that these were periods of gevere economic recession" (Exh. HO-31-C}.

The Company's assertion suggests the Company gives greater weight in
supporting its forecast to a growth scenario based on sustained prosperity
than to one based on a recurrence of recession. To determine that Nantucket's
forecast is reliasble, the Siting Council requires a more explicit recognition
of scenarics near both ends of and within a reasonable spectrum and a
well-reasoned statement of what forecast on that spectrum then should be
chogen, and why.

The Siting Council therefore conditions its approval of the demand
forecast, on three CONDITIONS relating to the Company's development and
support of custcmer projections.

First, the Company in its next filing shall provide and discuss
information, including the most up-to-date available data cbtained directly
from appropriate state or town agencles or travel facility operators, on
changes over recent years: in year=-round resident popualation; in travel to and
from the Island; and, if available, on non-resident visitation, overnight room
ocoupancy or overnight room capacity. The Company also shall provide and
discuss any available prcjecticns of year-round population or other reasonable
determinants of customer change that have been adopted or released for
Nantucket Island for one or more forecast vears, by any state, regional or
local agencies since January 1, 1983,

Second, the Company in its next filing shall develop a minimum of two
customer—forecast scenarios spanning a reasonable range of growth expectations
for Nantucket Island. The Company shall alsc select a forecagt that is the
most reascnable among the scenarios evaluated by the Company and which is
consistent with the Company's. criteria for developing a reliable forecast and
for any other planning purposes the Company may choose to consider. The
Company shall fully describe its raticmale for formulating such scenariog and
for choosing the customer forecast it uses in its demand forecast from among

such scenarios,

-]
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Third, the Company shall explicitly consider the direct incorporation of

year-round population as a determinant of demand in all future filings.

2. Seasonality of Usage

In order to provide a more reliable customer count for purposes of the
winter peak=-load forecast, the Company for the first time has used the number
of January bills as an independent variable (Forecast, p-. 2-2). The Siting
Coumeil approves the use of a January count, finding such an approach
consistent with the Company's use of August bills as an independent variable
in the summer peak and commercial sales forecasts, as approved in past
deci.sions.

The issue of possible distinctions in the usage patterns of year-round
and seasonal customers -- a concern in the past decision -- again has been
addressed in this review, with particular reference to the newly available
eount of January bills. The Company provided data on the izsuance of minimum
bille for its predominant residential rate class, showing the number and
proportion of minimum bills by month and recent year~to-year trends in the
number and proportion of minimum bills for the month of January3 (Exhs. HO-34,
HO-DOC«5) ., The Company hag insisted, however, that it would he too expensive
to conduct a more involved analysis of trends in seasohal use patterns or
profiles among residential customers, as ordered in the Siting Council's
previous decision (Forecast, p. 8=5; Exh. HO-8).

The data provided by the Company indicate to the Siting Council that many
of the 882 minimum billg issuwed in January, 1986 to Class R customers
represent homes that are unoccupied for much or all of January (Exh. HO-34).

The Siting Council is concerned that the Company's January customer
count, used in the winter peak model, includes such a large proportion of
apparently unoccupied seasonal homes. While no clear pattern emerges from the

vear~to=-yvear data provided by the Company, clearly there is the potential for

3C1ass R, the predominant classg, includes controlled electric hot water
customers with or without electric heat. The minimum monthly bill for the
class is %15. 1In January 1985, the clasg accounted for 55 per cent of
residential customers (Exhs. HO=-DOC=5; HO-=34).

=-]1l-
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January billings to seasonal homes te distort the relationship over time
between customer numbers and usage levels, and between customer numbers and
population,

The Company has cited its introduction of the January count of customers
in explaining its refusal to undertake an analysis of the distribution of
seasonal~use profiles, as ordered in the previous Siting Council decision
{(Exh. HO-8). While it supports Nantucket's use of the January count, the
Siting Council £inds the usefulness of the January count is significantly
enhanced by the ability to separate out trends in issuance of minimum bills.

The Siting Council also notes that the ability to track minimm bills
separately may shed new light on a trend cited in the previous Siting Council
derision in connection with seasonzl usage data, which showed a decline over
time in total bills for RAugust as a per cent of total monthly bills for the
year. A related inference drawn in that decision -- that there may be a trend
tovard more off-season usage in seasonal homes -- is not as yet clearly
supported by the new data on minimum bills developed in the current review.
In re Nantucket, 13 DOMSC 1, 22 (1985).

Stili, the Company's ability to track minimum bills reliably and easily

extends only back to 1983, when computerized recording of such bills began
(Exh. HO=34). The Siting Council finds that continued tracking and perhaps
additional analysis of minimum=bill customers is an appropriate means to help
resolve concerns about possibkble distinctions between vear-round and seascnal
customers with respect to usage patterns and trends.

45 a CONDITION of the approval of this forecast, the Company in its next
filing shall report vear-to-year trends in January residential bills, and
separate out the number of minimum bills issued to R Class customers, for the
years 1983 to 1986, The Company shall discuss trends in the number and usage
patterns of January minimum b1ll customers, as compared to other January
customers, and make available to the 8iting Council information on usage

levels of January minimum bill customers for the years 1983 to 1986.

3. Price of Electricity by Customer Clasg

In the previous decision, the Siting Council requested that the Companv

cecnsider disaggregating by major customer class the price term in its forecast

" models. In re Nantucket, 13 DOMSC 1, 15 (1985}, The current forecast,

-12-
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however, continues to be based on a system-wide price of electricity. The
Company states that it is reluctant to examine separate price terms in its
next forecast, as well (Exh. HO-37).

In support of its positlon, the Company argues that it is inappropriate
to "zecond guess the DPU in terms of the future allocation of system costs to
the various rate classes" (id). The Company further believes disaggregation
ig unnecessary, since the system-wide term functions well in the models (id).

With regard to assumptiona about future rates, the Siting Council
requires that a Company's forecast methodology must explicitly consider and
quantify responses to higher price levels and potential or actumal changes in
rate structure (EFSC Rule 69.2([4][f)). BAn appropriate forecast model must
break out the price term by major class. The argument that system—wide price
functions well does not dissuade the Siting Council that class-by-class prices
would also funcetion well and be more reliable in forecasting future sales
based on the actual price-résponse relationships faced by ratepayers.

Az a CONDITION of the approval of this forecast, the Company in its next
filing shall test and as appropriate use sales forecast models based on past

and assumed fubure prices of electricity broken out by major customer c¢lass.

4. Use of Dynamic Model Format

In its previous decision, the Siting Council considered the statistical
correctness and overall appropriateness of the Company's use of dynamic
double=loy transformation models to forecast residential sales.4 While making
no findings with respect to statistical correctness, the Siting Council did
advige the Company to justify any future use of such models ~- either by
demonstrating a significant gain in explanatory power over alternative models
or by further addressing the statistical concerns raised in that review. In
re Nantucket, 13 DOMSC 1, 20-27 (1985).

4In the Company's model, the dependent variable (sales per customer)
lagged one year was used ag an independent variable. In the previous rewview,
an intervenor arqued that the lagging effect is reasonable in relation to only
one of the independent variables —- price.

-13=-
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The current forecast for residential sales is based on esgsentially the
same model format used in the previous forecast (Forecast, p. 3-2)}. However,
the Company defended its current forecast by presenting a comparison of the
backcasted fit both with and without use of the lagged dependent variable
{Exh, HO-12}, The cowmparison shows that the standard error of regression
would increase 43 per cent, and R-squared would decrease from .985 to .947,
without use of the lagged dependent variable (id).

The Siting Council finds in this case that the gain in explanatory power
justifies the Company's decision to utilize the dynamic model format.
However, when the Company is in a pesition to develop separate forecast models
for its heating and non-heating customers,5 the Company should test

alternative specifications that avold possible lag structure problems.
5. Conclusion

The Siting Council finds that Nantucket's 1986 forecast of demand is
reviewable. The Siting Council finds that the demand forecast is minimally
appropriate and reliable, and that more reliable methodolegies for projecting
customer numbers and incorporating class-by-class price are needed.

Therefore, the Siting Coun¢il approves the demand forecast subject te the four

conditions discussed in sections II,1l, II,2 and II.2,

IIT. THE SUPPLY PLAN

A. Standard of Review: Supply Plan

In keeping with its mandate to "provide a necessary power supply for the
Commonwealth with a minimum impact on the environment at the lowest possikle
cost," G.L. c. 164, sec, 69H, the Siting Council reviews three dimensions of a
utility's supply plan: adequacy, diversity, and cost. The adequacy of supply
is a utility's ability to provide sufficient capacity to meet its peak loads

and reserve reguirements throughout the forecast period. In re Cambridge

5 . .
The Company has disaggregated data on heating and non-heating customers
back to 1979 only, and thus does not have an adequately long data base yet,

-14~
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Electric Light Company, et al, 12 DOMSC 39, 72 (1985); Boston Edison Company,

10 DOMSC 203, 245 (1984). The diversity of supply measures the relative
mixture of supply sources and facility types. The Siting Council's working
principle is that & more diverse supply mix, like a diversified financial

portfolio, offers lower risks. In re Cambridge Electric Light Company, et al,

15 DOMSC _ , 7 (1986). The Sitlng Council also evaluates whether a supply

plan minimizes the long-run cost of power subject to trade-offs with adequacy,
diversity, and the environmental impacts of construction and operation of new
facilities. In re Boston Edison Company, 7 DOMSC 93, 146 (1982). The Siting

Council's evaluation of the long-run cost of the supply plan generally focuses
on a company's supply planning methodology. In re Cambridge Electric Company,
et at, 15 DOMSC s 10-12, 39-40 (1986). PFinally, the Siting Council reviews

utility demand management programs, cogeheration and small power production
projects on the same basis as they treat new conventional bulk power
facilities and power purchaseg, when those utilities attempt to develop an
adequate, diverse, and least-cost supply plan.6 In re Cambridge Electric
Light Company,'et al, 15 poMsc _ , 7, 27, 40 {1986ﬁ.

Purthey, the Siting Council reviews the supply planning processes
utilized by utilities. Recognizing that supply planning is a dynamic process
undertaken under evolving circumstances, the Siting Council requires
utilities’ supply plans to identify, evaluate, and choose from a variety of
supply options based on reasonahle, appropriate, and documented criteriz. 2
company's congigtent and systematic application of such criteria to supply
planning decigions indicates that a utility is evaluating new supply options,
in a manner that ensures an adeguate supply of least-cost, least-
enwironmental-impact power. These processes and criteria take on added
importance when the dynamic nature of the energy generation market and the
inherent uncertainty of projections make it dAifficult for a company to
identify with exactitude all the power resources it plans to rely upon in the

latter years of its long-range forecast. In re Cambridge Electric Light

6In 1986, the Massachusetts legiglatura amended the Siting Council's

statute to require the Siting Council to approve a companv's long-range
forecast only if the Siting Council determines that a company has demonstrated
that its forecast ™include(s) an adequate consideration of conservation and
load management.” G.L. c. 164, sec. 69J.

=-15-
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Company et al, 15 DOMSC , 7-9 (1988); In re Fitchburg Gas & Electric Light

Company, 13 DOMSC 85, 102 (1985).

The Siting Council has determined that different standards of review are
appropriate and necessary to establigh supply adequacy in the short-run and
long-run. In re Cambridge Electric Light Company, et al, 15 DOMSC _ , 8
{198¢) .

To establish adeguacy in the short-run, a company must demonstrate that

it has an identified, secure, and reliable set of energy and power gupplies.
In essence, the company must own or have under contract sufficient rescurces
to meet its capability responsibility under a reascnable range of
contingencies, If a company cannot establish that it can provide adeguate
supplies in the short-run, that company must then demonstrate that it operates
pursuant to a speclfic action plan guiding it in drawing on alternative
supplies should necessary projects not develop as originally planned. Id.,
pp. 8-9, 18-24, and 41. The definition of short-run must be determined on a
company-by-company basis so that it may vary according to the shortest-lead-
time resource(s) a given company can control and reliably place in service to
meet need in a timely and cost~effective manner. Id., pp. 8 and 18-19.

To establish adequacy in the long-run, a company must demonstrate that
its planning processes can identify and fully evaluate a reasonabls range of
supply coptions on a continuing basis while allowing sufficient time for the
company to make appropriate supply decisions to ensure adequate ensrgy and
power resources over all forecast yvears. THe Siting Council recognizes that
the latter years of the forecast may offer new, but as yet unknown, resource
options which are both reliable and cost-effective. The potential for these
new resource options should increase in an electric generating and
transmission market that adapts to a higher degree of uncertainty, becomes
more competitive, and spawns projects which have shorter lead times. In
formulating its standard for adequacy in the long-run, the Siting Council
recognizes this new energy environment and affords companies the opportunity
to plan for their supplies in a creative and dynamic manner, Eg;, pp. @ and

24-31.

=16
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B, Overview of the Supply Plan

The Company's supply plan includes a capacity expansion plan and a
discussion of the Company's efforts with respect to conservation, load
management and renewable enerqgy scurces. As in previcus filings, Mantucket's
capacity expansion plan portrays the size and timing of expected future
capacity additions, under alternative assumptions of 3.6 MW and 6.0 MW
capacity increments (Forecast, pp. 7-2 to 7-3}. The 3.6 MW facility currently
is shown as a proposed facility in the Forecast. With respect to demand-side
management and renewakle enerqy, the Company highlights past accomplishments
-- notably the controlled hot water heater program and the independently owned
270-kilowatt wind farm -- and estimates potential savings from two of the
programs identified as part of a stipulated plan for conservation and load
management previously approved by the Siting Council (Forecast, p. 6-1 to
6-15).

Nantucket currently has generating capacity totalling 20.0 MW, Under the
Company's single-contingency reserve requirement, previously approved by the
Siting Council, the Company must maintain a reserve capacity equal to its

largest unit, or 6.9 MW. In re Nantucket, 12 DOMSC 155, 1léi (1988).

Expressed as a percentage of the maximum load that can be reliably served, the
regserve margin requirement currently is 53 per cent.

The Company has failed to have adequate reserve capacity to meet its
summer peak need since 1982 and its winter peak need since 1984./85 (Forecast,
Appendix B, Table E-17). The Company's forecast initially showed the planned
addition of a 3.6 MW generating unit by Summer, 1987, in order to restore
adegquate reserves to meet the summer peak need for 1987, ard to meet the
winter peak need from 1987/88 through 1993/94 (id). The Company no longer
agsumes that the facility will be on line for Summer, 1987 (Exh HO-23).
Indeed, in 1986 the Company acquired two emergency gernerators, with total
capacity of 2.4 MW, to help meet any capacity shortfalls in the near term
(Exh. HO=-21). Even counting this emergency capacity, the Company's supply
plan provides inadequate capacity to meet projected peak load and reserve
requirements in Summer, 1987, without the planned 3.6 MW generating facility.
If the planned facility is in service by Summer, 1988, the Company will need
to propose and implement still additional supply resources to meet its needs
for Summer, 1988 through the end of the Porecast period (Forecast, Appendix B,
Table E-17).

-17-
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C. Compliance with Previous Condition

The Siting Council placed one condition on its approval of a stipulation
regarding conservation, rate structurs and load-management, addressed as part
of the Company's supply plan in the Interim Decision in Docket 83-28. The
conditicn required the Company to report in its next filing on its further
evaluations, plans and programs concerning conservation, rate structure and

load management. In re Nantucket, 12 DOMSC 155, 170 (1985). The Siting

Council finds that the Company presented further evaluations, and thus

complied with this condition. 8See Section ITI-E-2.

D. Adeguacy of the Supply Plan

1. Adequacy in the Short-Ran

To establish a short-run planning period or horizon, consistent with
Section ITII-A, supra, the Siting Council determines the lead time necessary
for obtaining supplies that are under the Company's control. The Company's
supply plan includes only diesel generating facilities in the 3.6 to 6.0 MW
gize range. See Section ITI-B. As the Company has no other specific supply
options, the Siting Council finds that the lead time for installing a 3.6 to
6.0 MW diesel generating facility is a reasonable basis for establishing the
short-run planning herizen for Nantucket.

The evidence indicates this lead time to be five years, based on the
Company's actual experience in putting the currently planned facility in
place. The Company first proposed adding additicnal generating capacity to
its exlsting 20.0 MW system as part of its 1983 forecast, filed in May, 1983.
In re MNantucket, 12 DOMSC, 155, 157 {1985). In the nearly four years since

that decision, the Company has been pursuing necessary regulatory approvals.
The Company maintains that it cannot place an order for the facility until all
regulatory approvals are obtained, and that an additicnal eleven months will
be required for the facility to ke put on-line after an order is placed. Id.,
P. 164.

It now appears unlikely that the planned facility can come on line until

Summer, 1988 at the earliest -- five vears after the Company first indicated
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its intent to build it.7 Thus, the Company's short-run planning horizon must
be based on this five-year lead time,

Accordingly, the Siting Council finds that Nantucket's short-run planning
horizon extends for five years, through Winter, 1991/92, Based oun the
Company's own expectation that it cannot install its planned generation
facility by Summer, 1987, and that the Company will need to plan and install
additional capacity beyond the currently planned unit by Summer, 1988 (See
Section IIT-B) the Siting Council also finds that Nantucket has inadequate
supplies for all the years falling within Nantucket's near-term planning
horizon.

The Siting Council ORDERS the Company to inform the Siting Council by
June 1, 1987 of the Company's progress in obtaining necessary approvals for

and implementing the planned generating facility.

2. Contingency Action Plans

Nantucket projects that 1t would experience a supply deficiency of 3.6 MW
without the planned 3.6 MW facility in place this summer, if its largest
generating unit goes ocut during peak load (Exh, HO-23), With the planned 3.6

7The Company has cited increased burdens and delays associated with
various requlatory agency reviews as the major factor preventing timely
capacity expansicn, The Company also has singled out, specifically, the role
of organized opponents in delaying its expansion plans through interventions
and other participation in such reviews (Exhg, HO-24; HO-42), The Company
attributes the delays in completing state-level environmental reviews to “the
presence of WECARE in various agency proceedings involving the Company" (Exh
HO-42}.

The Siting Council rejects the Company's reason for the delay in
obtaining envircnmental permits., The Company must be accountable for
accommodating legal intervention or other public participation in
adninistrative proc¢eedings (as part of its planning process).

As for the future, the Company notes that it will rely on the expertise
of independent consulting firms to meet environmental permit requirements, and
thus anticipates meeting such requirements in a timely and expeditious way
(Eé}' As uge of consultants represents a continuation of past practices, the
Siting Council canneot assume that a reduction in licensing time will occur in
the absence ¢f changes in the Company's own planning and oversight function.
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MW facility on line next summer, Nantucket's supply plan resources still would
be 1.0 MW short (id). If the on-line date of the proposed facility is delayed
beyond Summer, 1988, however, the 1988 peak load deficiency would jump to 4.6
MU,

The Company installed 2.4 MW of emergency generating capacity in 1986 to
help address the projected deficiencies (Exh, HO-21). The Company alsc has
had in place for a number of years an outage contingency plan, which provides
as needed for (1) shedding of the boat basin and cable television ampilifier,
(2} voluntary shedding of customers that have emergency generating capability,
and (3} rotating gervice cutoffs among the system's four circuits. In re
Nantucket, 12 DOMSC 155, 166 (1985).

When asked to document agreements it may have with larger customerg
regarding the contingency plan, the Company stated that the plan is based on
long standing verbal agreements with such customers {Exh. HO-39)., The Siting
Council finds that verbal agreements are not appropriate as part of a strategy
to cope with potential shortfalls, particularly as the only resort other than
mandatory load shedding.

En other decisions, the Siting Council has found that mandatory load
shedding is unacéeptable, and that its avoidance is a grounds for justifying

need for new facilities. In re Cambridge Electric Light Company et al, 13

DOMSC ; 17, 20, 23 (1986); In re Boston Fdison Company, 13 DOMSC 63, 70-73

{1985} . Therefore, the Siting Council finds the Company's short-run
coentingency action plan is inadequate,

Aececordingly, the Siting Council ORDERS that, on or before June 1, 1937,
the Company provide an update on its contingency action plan for 1987. In
addition, as part of its next filing, the 8iting Council ORDERS the Company to
provide an update on its contingency acticn plan for 1988. Each of the
updates should include documentation of any firm lcad shedding agreements that
the Company expects to rely on in the event of a single-contingency supply
deficiency under peak load conditions. The Company alsc should set out and
explain the order in which it would implement lcoad shedding and rotating

gervice blackouts.
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3. Adequacy in the Long-Run

The Company's long-run planning time f£rame encompasses the period from
Summer, 1992 through Winter 1995/96. During this period, the Company
contemplates but does not specifically propose building additional diesel
generating facilities in the 3.6 to 6.0 MW size range,

Based on the Company's analysigs 1n this proceeding, the Company's
long~run needs coculd be met through the ingtallation of an additional three
3.6 MW units or two 6.0 MW units, beyond the facility that ig currently
proposed (Forecast, pp. 7-2 to 7-4)}, The Company algc asserts that the
proposed airport site could accommodate up to four 3.6 MW units (Exh. HO=-17).

Based on the record in this proceeding, however, the Siting Council finds
that the Company has not presented a plan for meeting its forecasted custoumer
and reserve requirements in the long-run. Further, the Company has not
provided evidence of ite long~run supply planning process, which is reguired
to establish adequacy of supply in the long~run. B2As such, the Siting Council
finds that Nantucket has failed tc demonstrate it has an adegquate supply plan

in the long-run.

E. Least-Cost, Least-Environmental-Impact Supply

In its review of the Nantucket's supply plan in the previous decision,
the Siting Council rejected the Companv's supply plan for its failure to
explore the process the Company used to determine its future resource mix and
to locate its capacity additions. In re Nantucket, 13 DOMSC 1, 33-34 {1985).

In the current filing, the Company has not identified any steps it has
taken or plans to take to change ilts planning approach with respect to how the
Company analyzes cost and environmental issues, or incorporates demand-side
management in its resource plan. In this review, the 8iting Council focuses
on two facets of the Company's planning approach: (1) the appyoach to
expanding capacity; and (2} the approach to integrating consideration of

capacity expansion and demand-side management.
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1. Capacity Expansion

The Company first proposed the installation of additional generating

capacity at a site near Nantucket Airport in May, 1983. In re Nantucket, 12

DOMSC 155, 162 (1985). The Company provided information to the Siting Council
concerning the Company's evaluation of possible sites for such capacity. The
Company's siting process for the proposed capacity addition has included both
a screening analysis to pinpoint an initial selection of feasible sites, and
more detailed analysis to choose the best site {(Exhs. HO-DOC=14; HO~17).

In its previous review, the Siting Councll approved Nantucket's need to
install an additional 3.6 MW of capacity at an undetermined site. In re
Nantucket, 12 DOMSC 155, 170 {(1985). The Siting Council, however, rejected
the Company's overall supply plan, including the Company's genexral apprxoach
for siting new or relocated capacity, based on a lack of evidence concerning
the existence of an appropriate lecng-term planning process. In re Nantucket,

13 DOMSC 1, 34 (1985).

In the current review, the Siting Council evaluated how the Company
planned and evaluated the siting of the proposed generating facility. The
Company first cconducted a screening analysls to determine whether
consideration of alternative sites to the existing plant were appropriate, and
if so which sites (Exhs, HO-DOC-14; H0-17). The Siting Council finds the
Company acted reascnably in deciding to investigate possible alternative sites
to the existing in-town site, and employed a reasonable screening approach to
identify the most feasible prospective sites (id). The Siting Council further
finds that the Company acted reasonably in focusing on sites that provide
flexibility for siting additional generation, beyond the proposed facility,
should the Company later decide to pursue such installation (Exh. HO=-17).

The Company's planning process with respect to siting its capacity
additions raises gquestiona directly relating to the Siting Council's standards
for minimum environmental iwmpact and minimum cost. However, because a failure
by Nantucket to adequately anticipate envirommental and cost concerns can lead
to delays in implementing capacity expansion for Nantucket, these additional
concerns alsc relate to the Company's ability to secure an adeguate supply of
energy (See Section III-D}. The Siting Council therefore treats these issues
in the context of determining whether Nantucket has provided a zeliable,

least-cost, least-environmental-impact energy supply.
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a. Environmental Issues

The record provides little evidence regarding the Company's analysis of
how various environmental concerns affect long-run siting scenarios involving
two or more denerating facilities. Particularly, the Company has not shown
that it can comply with air guality requirements for capacity expansion (Exh.
HO-47) . While the Company asserts that as many as four 3.6 MW units could be
located at the airport site without air guality problems, the Company has not
received any environmental permite for the Company's proposed unit which would
confirm that assertion (igl: Further, the Company asserts that fuel for up to
foor 3.6 MW units can be trangported by truck to the airport site and stored
on that site, but provides no supporting analysis (Exh. HO=41). The record is
not conclusive regarding whether safety, nuisance and environmental
conslderations place constraints on the volumes of diesel fuel that can be so
hauled.

For Nantucket to demonstrate in future filings that it has a planning
process that ensures a least-cost, least-environment-impact energy supply, the
Siting Council finds that Wantucket's supply plan must include a discussion of
heow the Company takes into consideration long-run environmental constraints,
including but not limited to air guality and fuel transport, in its capacity

expangion plans over the forecast period.

b. Cost and Operating Bfficiency

With respect to siting a new generating plant at the airport, the Company
has acknowledged some additional up-front c¢osts in separating its generating
rlant locations. The Company asserts there will be no long-term costs
attributable to either increased line losses or other operational problems in
managing an isolated facility (Exhs. HO-16; HO-38).

However, the record indicates to the Siting Council that there are
deficiencies in the Company's planning process with respect to evaluating
costs associated with fagellity siting.

First, while the Company has been engaged over the last two vears in
extensive environmental analysis of its proposed capacity expansion, it has
failed to provide any updated cost estimates or other evidence of the c¢ost
implications of conclusions in its environmental studies (Exh. HO~14), The
Siting Council finds that evidence of the Company's contlnuing failure to

integrate cost and environmental analysis in its capacity expansion planning
=23
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cannot support a finding that the Company is applying a least-cost planning
approach.

Second, there is little evidence of the Company’'s consideraticon of either
short-term or long-term transmission system changes associated with the siting
of new base-~load capacity along what is now a distribution circuit four miles
from the existing generating plant. The Company states that no load flow
studies have been performed and asserts that changes in line losses probably
will be minimal (Exh., HO-38). Based on the evidence, the Siting Council finds
the Company has inadequately considered transmission system implications in
its capacity expansion planning proceas —— even in the context of the single
3.6 MW facility now being proposed.

Third, beyond the question of where additional capacity should ke sited,
there is little evidence of the Company's consideration of options for
replacing clder units at the existing plant, at either the current site or the
airport site. The Company states that its present reserve supply deficiency
precludes actively considering any replacement or relocation of existing
capacity to the proposed new airport site (Exh HO-18)., While implementation
of replacement and relocation options may be difficult over the next several
years, the Company nconetheless should expand its planning to include any such
options in the Company's forecast, even if only in a long-run context,

Por Nantucket to demonstrate an adequate and least-cost planning process
in future filings, the Siting Council finds that Nantucket's supply plan must
inelude discussion of short-run and long-run transmission and unit-relocation

conslderations as part of its planning process for capacityv expansion.

2. Demand Management Flans

In reviewing other companies' supply plans, the Siting Council has
ordered companies to demonstrate their consideration ¢f demand-side management

as part of an acceptable least-cost planning approach, In re Com/Electric, 15

DOMSC , pp. 32-35 (1986). Demand-side management alsc may contribute to
achieving a least-environmental-impact plan.

The Company has implemented and fine-tuned a controlled hot water
program, which the Company estimates is deferring 2,65 MW of load for the
System (Forecast, p. 692). However, despite the 1985 approval by the 8Siting

Council of a set of stipulated programs for conservation and load management,
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the Company has not implemented any new programs consistent with the
stipulation, nor determined that detailed economic analyses are justified with
respect to any such programs (Forecast, pp. 6-1 to 6-11), See In re
Nantucket, 12 DOMSC 155, 167-169 (1985).

In the current filing, the Compahy has reassessed the stipulated
demand-side measures, as approved by the Siting Councll, and concluded that
none ¢f the measures would he effective in deferring future capacity needs
(Forecast, pp. 6-1 to 6-11)., The Company asscerts that several programs
addressing thermal needs would not be effective because at time of summer peak
lcad, heating usage is not a factor and hot water usage is already shifted off
peak by the widely used control program (Forecast, p. 6=4). The Company
asgserts that price inelasticity precludes significant savings from two
conservation programs directed at commercial customers {id.). The Company
acknowledges that two remaining programs -- discounts for energy-efficient
light bulbs and rebates for energy-efficient refrigerators and freezers -—-
would reduce future capacity requirements, but argues that the reducticns
world amount to less than one per cent of forecasted 1987 peak load and thus
be relatively insignificant in affecting the timing of capacity increments
{Forecast, p. 6-4 to 6-8; Exh, HO-43}).

The Siting Council congiders the Company's reasoning on these issues to
be umnpersuasive, For example, the Company presents long-term commercial
cugtomer usage trends as evidence that such customers are not conserving, but
does not consider that there may be trends in other factors (eg., floor space)
that potentially affect average customer usage (Forecast, p. 6-3). With
respect to programs estimated to provide potential capacity savings that are
small relative to the increments in which capacity is added, the Company has
not provided evidence of either a total lack of benefit, or a cost par unit of
benefit exceeding that of alternative resource cptions, such that dropping
such programs from further consideration would be justified.

Further, in evaluating the ability of demand-side management to help neet
seasonal peak needs, the Company focuses exclusively on summer peak and
ignores all other seasons. When placed in the context of the Company's
capacity expansion plans and the operation of its generating plant, this
single~season analysis of demand management benefits is too limited., For
example, the Company has provided estimates of annual reserve capabilities

over the next three years for each of the four seasons of the year (Exh.
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HO-23) . However, while the Cowmpany determined winter and summer capabilities
based on the unscheduled loss of the Company's largest unit, the spring and
fall capabilities were determined based on the scheduled loss of one large
unit for regular maintenance combined with the unscheduled loss of a second
large unit. According to the Company's evidence, shown in Tabkle 2, a
double—contingency loss in the spring or fall would be of more concern than a
gingle—contingency loss in the summer. Therefore, the Company's supply
planning for both demand management and capacity expansion must incorporate
analyses of how rezource options fit into a plan to meet customers'
requirements throughout the year. (This igsue alse relates to the Company's

ability to ensure an adequate supply of energy, See Section ITI.D).

TABLE 2

Regerve Capability by Season

SINGLE CONTINGENCY DOUBLE CONTINGENCY

SURPLUS OR DEFICIENCY* SURPLUS OR DEFICIENCY*
YEAR SUMMER WINTER SPRING FALL
1987/88 -3.64M0 +2.18MW ~4 . 23MW 5. 90MW
1988/89 -0.99 +1.78 -1.30 -3.06
1989/90 -2.02 +1.28 -2.02 -3.89

* Based on Unlt 7 being cut of service in Summer or Winter, or Unit 7
and Unit 6 being out of service in Spring or Fall. Assumes proposed
Unit 8 will be on line by Winter, 1987/88.

Source: Exh. HO=23,
Thexrefore, the Siting Council finds that Nantucket's evaluation of demand
management's potential economic, environmental and operating benefits and cost

to the system are biased and inadequate. Accordingly, the Siting Council

finds that Nantucket's supply plan fails to demonstrate that it can ensure a
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least-cost, least-environmental-impact energy supply for Nantucket's
customers,

The Siting Council ORDERS the Company in its next filing to update its
analysis of specific demand-side measures in order to getermine which are most
cost-effective and which should be implemented. This update should be based
cn new audit information and the Company's further research. Cost information
should be provided even for measures that appear to offer only small capacity
savings. Cost analyses should be presented in such a way that the Company can
compare the cost to the system of implementing demand management against the
cost to the system of adding squivalent capacity and/or producing energy cover

the lives of the demand and supply side options.

E. Conclusicon

The Siting Council finds that the Company's supply plan is lnadeguate
based on supply deficiencies within the Company's short-run planning horizon,
extending through Winter, 1991/92, BAs a result, the Siting Council has
required the Company to repert on its progress in implementing the planned 3.6
Mw facility, and to update its outage contingency plan (See Sections III-D-1).

In its review of the Company's planning process, the Siting Council finds
that the Company's apprcach to analyzing a variety of siting concerns is
reagonable as far as the one currently planned 6.5 MW facility is concerned,
However, the Siting Council has identified some deficiencies with respect to
planning and implementing the proposed facility -~ most notably the severe
delays in obtaining nesded regulatory approvals.

In addition, the Siting Council finds that the Company's planning
process is flawed with respect to {a) adequately exploring cost and
envircnmental isgues associated with siting facilities as part of a long-run
generation expansion plan and (b} intergrating demand-side management on an
equal footing with supply-side options. Therefore, the Siting Council
concludes that the Company's planning process does not ensure that the
Company's customers will have a least-ceost, least-envirommental-impact energy
supply.

Accordingly, the Siting Council rejects the Company's supply plan.

L.
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The Siting Council ORDERS the Company in its next filing to comply with
the fecllowing two additional CONDITIONS, concerning the overall scope and
content of supply plans.

First, the Company shall pregent specific plans for meeting all
forecasted peak-load requirements in the short-run. Such plans should include
information on the sizing, timing, siting and costs for any proposed capacity
expangion, and expected capacity and energy savings and cogts for any
demand-side management. The Company must demonstrate that, in developing
those plans, it hag explored a reasonable range of demand-side management and
generation expansion options and has evaluated them on an equal basis.8

Sacond, the Company shall provide a discussion of its Johg-run supply
planning process, including all apprecaches to changing the tvpe, size and
location of the Company's ¢generating plant and integrating demand-cide
management measureg into the Company's supply plan. The Company should
explain how its planning process includes consideration of long-run
environmental constraintg, transmission system issues under sgplit-plant
operation, and optiong for capacity relocation under a split-plant
configuration. The Company also should explain how its plarning process
includes consideration of objectives for egtablishing optimal reserve capacity

criteria for different times of the year.

IV, DECISION AND ORDER

The Siting Council hereby APPROVES the demand portion and REJECTS the
supply portion of the Wantucket Electric Company's Third Long-Range Forecast,

subject to the following conditions. Accordingly, 1t is ORDERED:

1. That, on or before June 1, 1987, the Company shall inform the Siting
Council of the Company's progress in obtaining necessary approvalg

for and ingtalling the planhned facility.

8See Footnote 6.
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That, on or before June 1, 1987, the Company shall provide an update
on lts contingency action plan for 1987. The update should include
documentation of any firm load shedding agreements that the Company
expects to rely upon in the event of a single- contingency supply

deficiency under peak load conditions, The Company should also set
out and explain the order in which it would implement load shedding

and rotating service blackouts.

In the next Forecast, to be filed on or bhefore November 1, 1987, it is

FURTHER ORDERED:

That the Company provide and discuss information, including the mosgt
up-to-date available data obtained directly from appropriate state or
town agencies or travel facility operators, on changes over recent
years: in year-round resident population; Iin travel to and from the
Island; and, if available, on non-resident visitation, overnight rcom
coccupancy or overnight room capacity. The Company alsc shall provide
and discuss any available projecticns of year-round population or
other reasonable determinants of customer change that have been
adopted or released for Nantucket Island for one or more forecast
years, by any state, regional or local agencies since January 1,
1283,

That the Company develop a minimum of two cugtomer-forecast scenarios
gpanning a reasonable range of growth expectations for Nantucket
Island., The Company shall alsc select a forecast that is the most
reascnable among the scenarics evaluated by the Company and which is
consistent with the Company's c¢riteria for developing a reliable
forecast and for any other planning purposes the Company may choocse
to consider., The Company shall fully describe its rationale for
formulating such scenarios and for choosing the customer forecast it

ugses in its demand forecast from among such scenarios.

The Company explicitly consider the direct incorporation of vyear-

round population as a determinant of demand in all future filings.
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That the Ccmpany report year~to=year trends in January residential
bills, and separate out the number of minimum bhills issued to R Class
customers, for the years 1983 to 1986, The Company shall discuss
trends in the number and usage patterns of January mipimum bill
customers, as compared to other January customers, and make available
to the Siting Council information on usage levels of January minimum

bill customers for the vears 1983 to 1986.

That the Company test and as appropriate use sales forecast models
based on past and assumed future prices of electricity broken out by

major customer class.

That the Company shall provide an update on its contingency action
plan for 1988. The update should include documentation of any fixm
lgcad shedding agreements that the Company expects to rely upon in the
event of a single- contingency supply deficiency under peak load
conditions. The Company should also set out and explain the order in
which it would implement load shedding an€ rotating service

blackouts.

That the Company update its analysis of specific demand-side measures
in order to determine which are most cost-effective and which should
be implemented. This update should be based on new audit information
and the Company's further research., Cost information should be
provided even for measures that appear to offer only small capacity
savings. Cost analyses should presented in such a way that the
Company can compare the cost to the system of implementing demand
management against the cost to the system of adding equivalent
capacity and/or of producing energy over the lives of the demand and

supply side options.

That the Company present specific plans for meeting all forecasted
peak-~load requirements in the short-run. Such plans should include
information on the sizing, timing, siting and cests for any proposed
capacity expansion, and expected capacity and energy savings and
costs for any demand-side mahagement. The Companhy must demonstrate

that, in developing those plans, it has explored a reasonable range
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of demand-side management and generation expansion cptions and has

evaluated them on an ecual basis.

That the Company provide a discussion of its long-run supply planning
process, including all approaches to changing the type, size and
leocation of the Company's generating plant and integrating demand-
side management measures into the Company's supply plan. The Company
should explain how its planning process includes consideration of
long-run environmental constraints, transmission system issues under
split-plant cperation, and cptions for capacity relocation under a
split-plant configuration. The Company also should explain how its
planning process includes consideration of objectives for
establishing coptimal reserve capacity c¢riteria for different times of

the year.

/ > —3
2/»&1%(@ A j ‘34 "‘%’r"!ﬂf-‘f
William 3. Febiger J

Hearing Officer
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UNANIMOUSLY APPROVED by the Energy Facilities Siting Council on April 2,
1987 by the members and dasignees present and voting: Sharon M, Pollard
(Secretary of Energy Resourcesg); Fred Hoskins (for Joseph D. Blviani,
Secretary of Economic and Manpower Affairg); Stephen Foop (for James S. Hoyte,
Secretary of Environmental Affiars); Stephen Umans (Public Electricity
Member); Madeline Varitimos (Public Environmental Member):; Joseph W. Joyce
{Public Labor Member). Ineligible to wvote: bDennis J. LaCroix (Public Gas
Member). Absent: Sarah Wald (for Paulaz W. Gold, Secretary of Consumer

affiars and Business Regulation); Elliot J. Rogeman (Public Oil Member}.

Date
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Appeal as to matters of law from any final decision,
order or ruling of the Siting Counclil may be taken to the
Supreme Judicial Court by an aggrieved party in interxest by
the filing of a written petition praying that the Order of the
Siting Council modified or set aside in whole eor in paxrt.

Such petitioq for appeal shall be filed with the
Siting Council within twenty days after the date of service of
the decision, order or ruling of the Siting Council or within
such further time as the Siting Council may allow upon regquest
filed prior to the expiration of twenty days after the date of
service of gsaid decision, order or ruling. Within ten da?s
after such petition has been filed, the appgaling party shall
entef the appeal in the Supreme Judicial Court sitting in
Suffolk County by filing a copy thereof with the Clerk of said
Court. (Sec 5, Chapter 25, G.L. Tef. Ed., as most recently

amended by Chapter 485 of the Acts of 1971).



