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I.U.R.C. No. E-12 

RATE CSP 
COGENERATION AND SMALL POWER PRODUCTION 

 
Capacity Component 
 
 There shall be demand credit paid to qualifying facilities who can enter into a contract with 

Company to provide firm capacity for specified term. Capacity payments are expressed on a 
dollars per Kilowatt per month basis in Table 1 of this schedule. 

 
 The monthly capacity payment shall be adjusted by the following factor: 
 

F =   Ep__ 
      (K) (Tp) 

 
 Where: 
 
 F = Capacity payment adjustment factor 
 
 Ep = Kilowatt-hours delivered to Company by the qualifying facility during the peak period 

defined as the hours of 6:00 a.m. to 10:00 p.m. during weekdays, excluding holidays. 
 
 K = Kilowatts of capacity the qualifying facility contracts to provide. 
 
 Tp = Number of hours in the peak period. 
 
Company and a qualifying facility may negotiate a rate for energy or capacity which differs from the 
filed Rate CSP. 
 
Table 1 
 

 ENERGY PAYMENT TO A QUALIFYING FACILITY (1) 
 

Annual On-Peak = $0.04646/kWh 
Annual Off-Peak  = $0.03389/kWh 

 
 
 CAPACITY PAYMENT TO A QUALIFYING FACILITY 
 
 $5.74 per kW Per Month 
 
 
(1) On-Peak hours = 6 am – 10 pm, weekdays 

    Off-Peak hours = All other hours, including weekends and designated holidays 
 
 

 
 
 
 
 
 

Effective:  
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SOUTHERN INDIANA GAS & ELECTRIC COMPANY 
 

CALCULATION OF PRESENT VALUE  
OF CARRYING CHARGES  

YEAR 2009 
Formulas: 
 
Carrying Charge =  cc, 
cc = r + d + I + P + T, where 
T = Income Tax, and  
T = (t/l - t) (r + d - D) (r - bL) / r 
 
Inputs: 
 
r =   Cost of Capital    = 8.61%  
 
d =   Sinking fund depreciation rate  = 0.79% 

[ (r) / ((1 + r)^n - 1) ] 
 
n =   Service life (years)    =      30 

 
I  =   Insurance cost rate    = 0.06% 

($1,193,375 / $1,906,125,028) 
 
P =  Property tax rate    = 0.42% 

($8,055,311 / $1,906,125,028) 
 
D =  Book depreciation rate   = 3.33% 

(30 year life - per EPRI "TAG") 
 
t = Income tax rate (composite)   =         40.525% 

(35% Federal, 8.5% State) 
 
b = Debt interest cost rate    = 6.14% 
 
L =  Debt capital structure ratio   = 41.90% 
 
Carrying Charge 
 
T = 2.90% 
 
cc = 8.61% + 0.79% + 0.06% + 0.42% + 2.90% = 12.78% 
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SOUTHERN INDIANA GAS & ELECTRIC COMPANY 
 

CALCULATION OF COGENERATION RATE  
FOR PURCHASE OF CAPACITY  

YEAR 2009 
 
Formula per 170 IAC 4-4.1-9: 

 

( ) ( )( )( ))(11 YcYiripCCa −+÷+=  
 
Inputs: 
 
D  = (cc) (1 + r)^n  - 1    =  (cc) * 10.6937  =  1.3667 

                 (r) (1 + r)^n 
 

cc  = 12.78% (See Carrying Charge calculation) 
 
V  = $817/ kW (See Capacity Capital Cost) 
 
ip  = 2.9%  (Growth Rate in Handy Whitman Cost Index for Gas Turbogenerators) 
 
io  = 2.5%  (Growth Rate in Producer Price Index for Finished Goods) 
 
r  =  8.61% (See Cost of New Capital) 
 
O  = $10.94 / kW (Estimated Operating Cost for 2013) 
 
L  = 4.54% (2007 FERC Form 1 data) 

(337,995 / 7,438,245)  
 
t  = 1 
 
n  = 30 years (EPRI - TAG 1993) 

( ) ( ) ⎟
⎠
⎞

⎜
⎝
⎛÷

⎥
⎥
⎥
⎥
⎥

⎦

⎤

⎢
⎢
⎢
⎢
⎢

⎣

⎡

⎟
⎠
⎞

⎜
⎝
⎛

⎥
⎥
⎥
⎥

⎦

⎤

⎢
⎢
⎢
⎢

⎣

⎡

⎟
⎠
⎞

⎜
⎝
⎛

−

2
11

1
11

1
11

1
11

12
1 11 L -   io +  

r + 
io +   0 +   ip +    

r + 
ip +  - 

r + 
ip + - 

   DV   = C -tt 
n  

            30-Day Filing No. 2525 
 
 
         RECEIVED: March 5, 2009 
Indiana Utility Regulatory Commission



 

 3

Yi = 2013 (In service date of turbine) 
 
Yc = 2009 (Current Year) 
 
Rate: 
 
C = Unadjusted Capacity Payment  =  $7.12 per kW per month for year 2013 
 
Ca = Adjusted Capacity Payment  =  $5.74 per kW per month for year 2009 
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SOUTHERN INDIANA GAS & ELECTRIC COMPANY 
 

ESTIMATED CAPACITY CAPITAL COST  
YEAR 2009 

 
 

Basis of Cost 
 
Based on SIGECO generic 160 Mw simple cycle turbine. 
 
 
Capacity Cost 
 
Cost per kW (2013 $)        =$817/kW 
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SOUTHERN INDIANA GAS & ELECTRIC COMPANY 
 

CALCULATIONS OF COGENERATION RATE  
FOR PURCHASE OF ENERGY  

YEAR 2009 
 
 
Basis of Calculation: 
 
The system's energy cost was derived utilizing a production cost simulation model for the estimated 
2009 system loads.  NewEnergy Strategist dispatches the system on a monthly basis using load 
duration curves derived from a typical historical year of hourly loads. The avoided values, which 
reflect a small load change, are used in this calculation. 
 
Energy Rate: 
 
Values from dispatch model: 
Annual On-Peak avoided cost (1)  = 4.541 ¢/kWh 
Annual Off-Peak avoided cost = 3.312 ¢/kWh 
 
Adjustment for losses (2)  
             1                 = 1.02323 
   (1 - (0.0454/2)) 
 
Adjusted Energy Rates            
Annual On-Peak avoided cost  = 4.646 ¢/kWh 
Annual Off-Peak avoided cost = 3.389 ¢/kWh 
 
 
Notes:  
(1) On-Peak hours = 6 am – 10 pm, weekdays 

 Off-Peak hours = All other hours, including weekends and designated holidays 
(2) Energy losses from 2007 FERC Form 1, page 401a. 
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SOUTHERN INDIANA GAS & ELECTRIC COMPANY 
 

CALCULATION OF COST OF NEW CAPITAL  
YEAR 2009 

 
 
 
 
Item      Capital Structure (1)  Cost Rate (1)  Composite Cost 
 
Debt    41.90%     6.14%           2.57% 
 
Preferred Stock   0.00%      0.00%          0.00% 
 
Common Equity  58.10%    10.40%          6.04% 
 

           100.00%             8.61% 
 
 
 
 
 
 
 
 
Notes: (1) Capital structure and cost rates as of December 31, 2008 - SIGECO 2008 FERC Form 
2, page 218a.  Common equity cost rate from Order in Cause No. 43111, page 16. 
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Capital Cost Composite
Item Structure Rate Cost

Debt 41.90% 6.14% 2.57% Per SIGECO 2008 FERC Form 2, p 218a

Preferred Stock 0.00% 0.00% 0.00% Per SIGECO 2008 FERC Form 2, p 218a

Common Equity 58.10% 10.40% 6.04% Per SIGECO 2008 FERC Form 2, p 218a

100.00% 8.61%

r = Cost of capital 8.61%

d = Sinking fund depreciation rate 0.79%
[ (r) / ((1+r)^n - 1)

n = Service life (years) 30

I = Insurance cost rate 0.06% FERC 1 page 323, line 156 / page 200, line 13
($1193375/$1906125028)

P = Property tax rate 0.42% FERC 1 page 263, line 10 / page 200, line 13
($8055311/$1906125028)

D = Book depreciation rate 3.33%
(30 year life - per EPRI "TAG")

t = Income tax rate (composite) 40.525% Check with Jason Humphrey
(35% Federal, 8.5% State)

b = Debt interest cost rate 6.14%

L = Debt capital structure ratio 41.90%

Carrying Charge

T = 2.90%

cc = 12.78%

Southern Indiana Gas & Electric Company

Weighted
Cost of Capital

Year 2009

G:\Evansville\Rates\SIGECO\Rate CSP\2009 Filing\2009 Capacity Payment (Calculation) Capacity Rate Page 1
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C = Unadjusted monthly capacity payment per-kilowatt of contracted 7.12        Unadjusted Capacity Rate
capacity year of completion of unit.

Ca  =   C * (((1 + Ip)/(1 + r))^(Yi-Yc)) 5.74        Adjusted Capacity Rate

D = Present value of carrying charges for one dollar of investment (cc)* 10.6937    = 1.3667        
over n years with carrying charges assumed to be paid at end of
each year.
(1+r)^(n-1)/r(1+r)^n

cc 12.78%

V = Investment amount in year of completion, including allowance for 817         Burns & McDonnell Engineering Study p1-3 col 1x7
funds used during construction, of the avoidable or deferrable inflated to 2013 level
unit, stated on a per-kilowatt basis and including rated share of
common costs.

n = Expected life of the avoidable or deferrable unit. 30

ip = Annual escalation rate associated with the avoidable or deferrable 2.9% From Handy Whitman
unit.

io = Annual escalation rate associated with the operation and 2.5% From Producer Price Index 
maintenance expenses, less fuel and fuel-related expenses, of the
avoidable or deferrable unit.

r = Purchasing utility's after tax cost of capital. 8.61%

O = Expected total fixed and variable yearly operating and maintenance 10.94      2009 cost from Dirk Ensley - Fixed and Variable O&
expenses, less fuel and fuel-related expenses, in expected first 2009 cost inflated to 2013 using 1.016/yr
year of avoidable or deferrable unit's operation stated on a
per-kilowatt basis

L = Line losses, expressed as a percentage, for the previous year. 4.54% page 401a, line 27/ line 28
(337995/7438245)

t = Contract term in years, with t = 1 to t. 1

Yi = In service date of the avoidable or deferrable unit 2013
Yc = Current Year 2009

Southern Indiana Gas & Electric Company

Calculation of Cogeneration Rate
For Purchase of Capacity

Year 2009

G:\Evansville\Rates\SIGECO\Rate CSP\2009 Filing\2009 Capacity Payment (Calculation) Capacity Rate Page 2
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