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CAUSE NO. 38707 FAC 139 
 

APPROVED: 
 

 
 

ORDER OF THE COMMISSION 
 

Presiding Officer: 
Jennifer L. Schuster, Senior Administrative Law Judge 
 
 On January 31, 2024, Duke Energy Indiana, LLC (“Duke Energy Indiana” or “Applicant”) 
filed its Verified Application and direct testimony and exhibits for approval by the Indiana Utility 
Regulatory Commission (“Commission”) of a change in its fuel adjustment charge (“FAC”) to be 
applicable during the billing cycles of April, May, and June 2024 for electric and steam service.  
 

On March 6, 2024, the Indiana Office of Utility Consumer Counselor (“OUCC”) filed its 
audit report and testimony. On March 12, 2024, Duke Energy Indiana filed its rebuttal testimony.  
 
 An evidentiary hearing was held in this Cause on March 19, 2024 at 9 a.m. in Room 224 
of the PNC Center, 101 West Washington Street, Indianapolis, Indiana. Applicant and the OUCC 
appeared at the hearing by counsel and offered their respective prefiled testimony into the 
evidentiary record without objection. 
  
 Based upon the applicable law and the evidence of record, the Commission now finds:  
 

1. Notice and Commission Jurisdiction. Notice of the hearing in this Cause was 
given as required by law. Applicant is a public utility within the meaning of Ind. Code § 8-1-2-
1(a). Under Ind. Code § 8-1-2-42, the Commission has jurisdiction over changes to Applicant’s 
rates and charges related to adjustments in fuel costs. Therefore, the Commission has jurisdiction 
over the parties and the subject matter of this Cause. 

 
2. Applicant’s Characteristics. Applicant is a public utility corporation organized 

and existing under Indiana law with its principal office in Plainfield, Indiana. Applicant is engaged 
in rendering electric utility service in Indiana and owns, operates, manages, and controls, among 
other things, plant and equipment in Indiana used for the production, transmission, delivery and 
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furnishing of such service to the public. Applicant also renders steam service to customer 
International Paper. 

 
3. Available Data on Actual Fuel Costs and Authorized Jurisdictional Net 

Income. On June 29, 2020, the Commission issued an order in Cause No. 45253 (“45253 Order”) 
approving base retail electric rates and charges for Applicant. The 45253 Order found that 
Applicant’s base cost of fuel should be 26.955 mills per kilowatt-hour (“kWh”). Implementation 
of the 45253 Order established an authorized jurisdictional operating income level of 
$584,678,000 prior to adjustments to reflect Applicant’s two-step implementation of base rates, 
impacts of investments remaining in riders, and impact of the Settlement Agreement approved in 
the Order of the Commission on Remand in Cause No. 45253. 
 
 Applicant’s cost of fuel to generate electricity and the cost of fuel included in the net cost 
of purchased electricity for the month of November 2023, based on the latest data known to 
Applicant at the time of filing after excluding prior period costs, hedging, and miscellaneous fuel 
adjustments, if applicable, was $0.029444 per kWh. In accordance with previous Commission 
orders, Applicant calculated its phased-in authorized jurisdictional net operating income level for 
the 12-month period ended November 30, 2023, to be $592,489,000. No evidence was offered 
objecting to the calculation of the authorized jurisdictional net operating income level proposed 
by Applicant, and we find it to be proper.  

 
4. Fuel Purchases. Kimberly Hughes, Director of Coal Origination, Duke Energy 

Progress, LLC, testified regarding Applicant’s coal procurement practices and its coal inventories. 
Ms. Hughes testified that, as of November 30, 2023, coal inventories were approximately 
3,415,773 tons (or 66 days of coal supply), which is an increase from inventories reported in Cause 
No. 38707 FAC 138 (“FAC 138”). Ms. Hughes reported that the increase can be attributed to 
decreased weather-driven demand throughout the FAC period. Ms. Hughes testified that Applicant 
continues to pursue additional inventory mitigation efforts, aside from the price adjustment, 
including truck deliveries to the logistically advantageous rail loop to Gibson Station and onsite 
third-party train operations. Ms. Hughes stated that, as inventory levels dictate, Applicant explores 
options to store or defer contract coal or resell surplus coal into the market. She stated that 
Applicant continues to closely monitor its anticipated coal requirements and inventories and takes 
every action available to effectively manage coal inventories in the least-cost impact manner for 
customers.  
 
 Pursuant to the Commission’s order in Cause No. 38707 FAC 125, Ms. Hughes presented 
Applicant’s coal procurement plan for 2024 and 2025. Given Applicant’s 2024 forecasted system 
mean coal burn of 10.1 million tons (as of December 1, 2023) and its current contracted position, 
Ms. Hughes testified that Applicant does not anticipate purchasing additional coal supply for 2024. 
However, inventory declines due to rapidly increasing coal burns may lead to the need to purchase 
tons in 2024 to ensure reliable supplies. Applicant will monitor and evaluate its coal supply needs 
for 2025 to respond to changes in the forecasted system mean coal burn of 10.2 million tons (as of 
December 1, 2023) and projected inventories. Ms. Hughes testified that, during 2024, Applicant 
plans to develop a strategic, risk informed supply plan balancing delivered supply costs with 
supplier diversity, delivery flexibility and supplier financial viability for its fuel procurement needs 
beyond 2025. Due to continued energy market volatility, supply chain constraints, and shifting 
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dynamics in the MISO market fuel resource mix, Applicant expects to continue a supply offer 
adjustment to proactively manage market constraints, maintain reliable fuel inventory, and 
maintain its coal inventory min/max boundaries economically and reliably. She testified that 
utilizing a supply offer adjustment proactively protects customers from otherwise larger swings in 
fuel inventories over time and avoids more expensive and higher risk options.  
 

Ms. Hughes testified that Applicant transitioned the adjustment modeling process from a 
deterministic modeling approach to a stochastic modeling approach, which uses historic weather 
information to simulate numerous scenarios of future weather and commodity prices, as discussed 
in FAC 138. The resulting forecast provides not only expected fuel burns, but also the range of 
fuel burns and the probability associated with each range.  
 
 James J. McClay, III, Managing Director of Natural Gas Trading for Duke Energy 
Corporation, testified that spot natural gas prices are dynamic, volatile, and can significantly 
change day to day based on market fundamental drivers. During the three-month period from 
September through November 2023, the price Applicant paid for delivered natural gas at its gas 
burning stations was between $1.63 per million BTU and $3.60 per million BTU. He testified the 
average price of natural gas purchased for the period was higher than what was experienced in the 
FAC 138 review period, driven by price volatility in spot natural gas prices. Mr. McClay opined 
that Applicant purchased natural gas at the lowest cost reasonably possible. 

 
OUCC witness Michael D. Eckert recommended Applicant continue to update the 

Commission on its coal inventory and 2024 projected coal burn and coal purchases, as well as how 
Applicant is addressing its coal transportation issues. OUCC witness Gregory T. Guerrettaz 
recommended Applicant continue to provide historical and projected results for any adjustment to 
its Midcontinent Independent System Operator (“MISO”) offers related to coal price.  

 
 John D. Swez, Managing Director, Trading and Dispatch, for Duke Energy Carolinas, 
LLC, testified that Applicant continues to submit an incremental cost offer for its share of Benton 
County Wind Farm in accordance with the settlement agreement with Benton County Wind Farm 
discussed in FAC 113. 
  
 Based on the evidence of record, we find that Applicant made every reasonable effort to 
acquire fuel for its own generation or to purchase power to provide electricity to its retail customers 
at the lowest fuel cost reasonably possible during September through November 2023. Regarding 
its coal inventory levels and transportation issues, Applicant will provide an update on the status 
in its next FAC proceeding as recommended by the OUCC. 

  
5. Hedging Activities. Mr. McClay testified Applicant takes advantage of the hedging 

tools available to protect against natural gas price fluctuations. He stated that Applicant realized a 
loss of $1,242,640 from natural gas hedges purchased for September through November 2023. He 
testified that market prices for gas realized lower values than the hedged prices primarily due to 
improved domestic gas production, above average U.S. storage balances, and mild weather. He 
testified Applicant experienced net realized power hedging losses for the period of $46,083 
primarily due to low power prices due to mild spring weather, increased natural gas production, 
improved domestic natural gas storage inventories, and improvement in coal delivery. Christa L. 
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Graft, Manager of Rates and Regulatory Strategy for Applicant, testified that Applicant realized a 
total net hedging loss of $1,288,723 during the period for all native gas and power hedging 
activities other than MISO virtual energy market participation (including prior period 
adjustments). 
 
 Mr. McClay explained that, consistent with the Commission’s June 25, 2008 Order in 
Cause No. 38707 FAC 68 S1 (“FAC 68 S1 Order”), beginning on August 1, 2008, Applicant has 
not utilized its flat hedging methodology. Rather, Applicant will hedge up to approximately flat 
minus 150 megawatts (“MW”) on a forward, monthly, and intra-month basis, and up to 
approximately flat on a Day Ahead/Real-Time basis. This methodology will leave Applicant with 
at least 150 MW of expected load unhedged on a forward-forecasted basis. Mr. McClay testified 
that changes were made to Applicant’s power and gas hedging plans, as approved in the 
Commission’s March 29, 2023 Order in Cause No. 38707 FAC 135, to extend the rolling native 
power hedging horizon to cash month plus 12 months and the native gas hedging term limit to cash 
month plus three years, with target ranges for the new horizon period for natural gas adjusting over 
time to allow Applicant to layer in hedges. He testified the hedge horizon variance is mostly driven 
by liquidity differential in the two markets. While natural gas has a robust futures market, power 
forward markets are not as active and have much lower trading volumes. Mr. McClay opined that 
it is necessary to keep a more realistic shorter-term limit for power hedges. He testified that 
Applicant’s updated Duke Energy Indiana Risk Management Guidelines with the new power and 
gas limits were internally approved on June 15, 2023. Applicant began to layer in additional power 
and gas hedges over time toward the new target ranges. 
 
 Mr. McClay opined that Applicant’s gas and power hedging practices are reasonable. He 
stated that Applicant never speculates on future prices and that its hedging practice is economic at 
the time the decision is made and reduces volatility because Applicant is transacting in a less 
volatile forward market, as opposed to more volatile spot markets.  
 
 Mr. Eckert testified that Applicant’s hedging gains and losses for the period December 
2013 through January 2021 were relatively consistent. Starting in February 2021, with the 
exception of March 2021, Applicant experienced large hedging gains through November 2021. 
Applicant subsequently experienced large hedging losses starting in December 2021 through 
February 2022. In the current FAC period, Applicant experienced losses in all three months. Mr. 
Eckert recommended Applicant continue to update the Commission on its coal hedging policy.  
 
 Applicant presented evidence that its power hedging practices relevant to this proceeding 
were consistent with the Agreement previously approved in the FAC 68 S1 Order. Thus, we allow 
Applicant to include $1,288,723 of net losses from native gas and power hedges in the calculation 
of fuel costs in this proceeding. We also conclude that it is prudent for Duke Energy Indiana to 
periodically consult with the OUCC to review Applicant’s hedging program and recommend 
modifications, as needed, in response to changing market signals to ensure that it remains 
appropriate based on market conditions.  
 

6. Participation in the Energy and Ancillary Service Markets (“ASM”) and 
MISO-Directed Dispatch. On June 1, 2005, the Commission issued an Order in Cause No. 42685 
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(“June 1 Order”), in which the Commission approved certain changes in the operations of the 
investor-owned Indiana electric public utilities that are participating members of MISO.  
 
 Mr. Swez testified that Applicant included Energy Markets charges and credits incurred as 
a cost of reliably meeting the power needs of Applicant’s load, including: (1) Energy Markets 
charges and credits associated with Applicant’s own generation and bilateral purchases that were 
used to serve retail load; (2) purchases from MISO at the full locational marginal pricing at 
Applicant’s load zone; (3) other Energy Markets charges and credits included in the list on page 
37 of the June 1 Order; (4) credits and charges related to auction revenue rights and Schedule 27 
and Schedule 27-A; and (5) fuel related charges and credits received from PJM Interconnection 
LLC from the operation of Madison Generation Station as approved in Cause No. 45253.  

 
  Mr. Swez testified Applicant continued the use of supply offer adjustments at Gibson Units 

1-5 and Cayuga Units 1-2 to maintain reliable levels of coal inventory to the benefit of customers. 
The offer adjustment process allows Applicant to dynamically manage inventory and volatile 
energy market conditions reliably and economically throughout the year. Main factors impacting 
the supply offer adjustment are the reliability of the coal supply and transportation chain, and 
volatility of power and natural gas prices. Over the course of the FAC period, Applicant utilized 
$0 or modestly higher supply adjustments at Gibson station and lower supply offer adjustments at 
Cayuga station.  

 
  Mr. Swez testified Applicant uses a stochastic modeling approach to determine the 

adjustment amount. The model utilizes up-to-date spot and future commodity and power prices, 
along with actual and expected coal deliveries, and actual and targeted station coal inventory. This 
approach allows for an improved ability to simulate a range of generation unit availability, train 
deliveries, and price inputs to provide ranges for key outputs, such as coal burns, supply offer 
adjustments, station specific coal deliveries and coal inventory. The stochastic modeling process 
selects a supply offer adjustment that provides the expected least cost outcome within coal 
inventory bounds set for reliability purposes. He testified Applicant continues to bound coal 
inventory levels between a minimum and maximum full load burn inventory at Gibson and Cayuga 
stations for modeling purposes, as it does for fuel inventory planning and procurement purposes. 
He explained that the supply offers at Gibson Units 1-5 and Cayuga Units 1-2 are calculated just 
as they are normally, then adjusted by the necessary $/MWh supply offer adjustment amount. 
Applicant monitors commodity prices and coal inventories within its normal course of business 
and updates the offer adjustment on a weekly basis.  

 
  Mr. Swez opined that the offer adjustment is in the best interest of Applicant’s customers 

and is working as intended. He testified that Applicant will continue utilizing its supply offer 
adjustment process for Gibson 1-5 and Cayuga 1-2 as a normal course of business, which allows 
Applicant to continue to economically commit and dispatch its units versus being forced to utilize 
higher cost options caused by not dispatching its coal units. He testified that this dynamic 
commitment and dispatch solution optimally manages coal inventory and volatile energy market 
conditions in a proactive, coordinated fashion throughout time instead of reacting to problems as 
they arise. Pursuant to the Commission’s order in Cause No. 38707 FAC 130, Mr. Swez presented 
support for the reasonableness of the supply offer adjustments during September through 
November 2023.  
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  Mr. Guerrettaz testified Applicant used both decrement and increment pricing during the 

FAC period, driven by fluctuations in coal inventory. Although the modeling results were 
bouncing around, the impact on inventory was immaterial. He testified the OUCC is concerned 
that Applicant implements the model and pricing results regardless of whether those results are 
positive or negative. Although the OUCC is not opposed to the increment or decrement, it expects 
Applicant to correct and improve its coal inventory practices to decrease the need to utilize supply 
offer adjustments as it is not a method to manage coal inventory each week until the plants are 
retired. Mr. Eckert recommended Applicant file testimony, schedules, and workpapers to justify 
the need for, or use of, coal increment/decrement pricing in its next FAC proceeding.  

 
  In rebuttal, Mr. Swez testified that weekly changes in the model results are to be expected 

as inputs such as spot and future commodity and power prices, actual and expected coal deliveries, 
and various other model inputs change. He opined that the goal of the adjustment process is to 
make smaller changes over time to avoid inaction followed by larger, more costly, and impactful 
adjustments. The adjustment could be zero, positive, or negative in an FAC period or even a 
positive value at one station and a negative value at the other within the same week, which occurred 
during this FAC period. Mr. Swez testified the adjustment process is specific to each station; thus 
the values may be different. Once the adjustment is calculated, additional teams, including 
analytics, risk management, unit commitment and dispatch, coal procurement and delivery, and 
impacted generating stations review the modeling results to ensure the most economical solution 
is used that still maintains a reliable supply of fuel to each station. He opined that, through the 
adjustment, Applicant is responding to today’s challenges and improving coal inventory practices 
as well as preserving long term coal security in a methodological manner. Mr. Swez testified that 
Duke Energy Indiana expects to continue the utilization of the supply offer adjustment in its normal 
course of business.  

  
  Krista K. Markel, Accounting Manager II for Duke Energy Business Services LLC, 

discussed the procedures followed by Applicant to verify the accuracy of the charges and credits 
allocated to Applicant by MISO and PJM. She also discussed the process by which MISO issues 
multiple settlement statements for each trading day and the dispute resolution process with respect 
to such statements. She stated that every daily settlement statement received by Applicant from 
MISO is reviewed utilizing certain computer software tools. Ms. Markel opined that the amounts 
paid by Applicant to MISO and PJM, net of any credits, are proper and that such amounts billed 
to customers through the FAC are proper. 

 
  In its Phase II Order in Cause No. 43426 (“Phase II Order”) the Commission authorized 

Applicant and the other Joint Petitioners in that cause to recover costs and credit revenues related 
to the ASM. Mr. Swez explained that Applicant has included in this proceeding various ASM 
charges and credits incurred for September through November 2023, consistent with the Phase II 
Order, as well as appropriate period adjustments. 
 
 Christopher J. Ricci, Lead Portfolio Management Manager for Duke Energy Carolinas 
LLC, testified that Applicant, in accordance with the Phase II Order, calculated the monthly 
average ASM Cost Distribution Amounts it has paid for Regulation, Spinning, Supplemental, and 
Short-Term Reserves. These amounts are as follows: 
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(in $ per MWh) Sept-23 Oct-23 Nov-23 
Regulation Cost Dist. 0.0488 0.0634 0.0557 
Spinning Cost Dist. 0.0323 0.0501 0.0424 
Supplemental Cost Dist. 0.0066 0.0086 0.0030 
Short Term Res. Cost. Dist. 0.0103 0.0253 0.0130 

 
  Applicant’s treatment of ASM charges follows the treatment ordered by the Commission 

in its Phase II Order. 
 

Based upon the evidence of record, we find Applicant’s participation in the Energy and 
Ancillary Services Markets constituted reasonable efforts to generate or purchase power, or both, 
to serve its retail customers at the lowest fuel cost reasonably possible. Further, as we noted in our 
Orders in Cause Nos. 38707 FAC 81 and 38707 FAC 82, should Applicant’s bidding strategy alter 
the native/non-native load assignment of its units, such strategy may be subject to further prudence 
review. 
 
 In addition, based upon the evidence of record, the Commission finds that Applicant’s 
treatment of the Energy and ASM charges and credits in its cost of fuel is consistent applicable 
orders of the Commission and is approved.  
 

  We find that Applicant has laid a reasonable foundation for the mechanics of its supply 
offer adjustment to MISO. We appreciate the OUCC’s continued monitoring of Applicant’s supply 
offer adjustment; however, we understand that Applicant’s implementation of the supply offer 
adjustment is intended to be on a continual basis. Given today’s energy market price volatility, 
fuel inventory supply chain constraints, and shifting dynamics in the market fuel resource mix 
impacting fuel inventories and reliability, we find Applicant’s use of the supply offer adjustment 
an effective tool to protect against otherwise larger swings in fuel inventories over time. Applicant 
will continue to provide support of any supply offer adjustment in its next FAC filing. 
 

7. Major Forced Outages. In the December 28, 2011 order in Cause No. 38707 FAC 
90, the Commission ordered Applicant to discuss in future FAC proceedings major forced outages 
of units of 100 MW or more lasting more than 100 hours. Mr. Swez testified during this FAC 
period there were six outages that met these criteria. Mr. Swez testified that a root cause analysis 
was performed for the Cayuga 1 outage that occurred from September 14, 2023 to September 25, 
2023 due to a lower water drain line failure.  

 
8. Operating Expenses. Ind. Code § 8-1-2-42(d)(2) requires the Commission to 

determine whether actual increases in fuel costs have been offset by actual decreases in other 
operating expenses. Applicant filed operating cost data for the 12 months ended November 30, 
2023. Applicant’s authorized phased-in jurisdictional operating expenses (excluding fuel costs) 
are $1,318,712,000. For the 12-month period ended November 30, 2023, Applicant’s actual 
jurisdictional operating expenses (excluding fuel costs) totaled $1,331,395,000. Applicant’s actual 
operating expenses exceeded jurisdictional authorized levels during the period at issue in this 
Cause. Therefore, the Commission finds that Applicant’s actual increases in fuel costs for the 
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above-referenced periods have not been offset by decreases in other jurisdictional operating 
expenses. 

 
9. Return Earned. Ind. Code § 8-1-2-42(d)(3), subject to the provisions of Ind. Code 

§ 8-1-2-42.3, generally prohibits a fuel cost adjustment charge that would result in a regulated 
utility earning a return in excess of its applicable authorized return. Should the fuel cost adjustment 
factor result in the utility earning a return more than its applicable authorized return, it must, in 
accordance with the provisions of Ind. Code § 8-1-2-42.3, determine if the sum of the differentials 
between actual earned returns and authorized returns for each of the 12-month periods considered 
during the relevant period is greater than zero. If so, a reduction to the fuel adjustment clause factor 
is deemed appropriate. 
 
 In accordance with the Commission’s June 27, 2012 Order in Cause No. 42736-RTO 30, 
the proposal for Schedule 26-A treatment of costs or revenues associated with Applicant-owned 
Multi-Value Projects (“MVPs”) was to be addressed at the time any such projects have been 
completed and are included for recovery. Ms. Graft testified that the first of such projects were 
included for the first time in MISO billing effective June 2019. Applicant proposed that the costs 
and revenues associated with Applicant-owned MVPs be treated as non-jurisdictional and outside 
of the FAC earnings test, which is consistent with the treatment of its Applicant-owned Regional 
Expansion Criteria and Benefit projects beginning in Cause No. 38707 FAC 86. Applicant 
provided more detail as it relates to the RTO rider in its filing in Cause No. 42736 RTO 56 (“RTO 
56”). Based upon the evidence of record, the Commission approves Applicant’s exclusion of 
revenues and expenses associated with Applicant-owned MVPs. In Cause No. 38707 FAC 122, 
Applicant’s proposed treatment for these revenues and expenses was approved on an interim basis, 
subject to refund, pending the outcome of Applicant’s RTO 56 filing. The Commission issued its 
RTO 56 Order on February 24, 2021.  
 
 Applicant’s jurisdictional electric operating income level, calculated in accordance with 
previous Commission Orders, was $564,646,000, while its authorized phased-in jurisdictional 
electric operating income level for purposes of Ind. Code § 8-1-2-42(d)(3) was $592,489,000. 
Therefore, the Commission finds that Applicant did not earn a return more than its authorized level 
during the 12 months ended November 30, 2023. 
  

10. Estimation of Fuel Costs. Applicant estimates that its prospective average fuel 
cost for the months of April through June 2024 will be $74,847,667, or $0.032041 per kWh. 
Applicant previously made the following estimates of its fuel costs for the period September 
through November 2023, and experienced the following actual costs (excluding prior period 
adjustments), resulting in percent deviation, as follows: 
  



 
 

9 

 
Month  

Actual Cost 
in 

Mills/kWh  

Estimated 
Cost in 

Mills/kWh  

Percent Actual is 
Over (Under) 

Estimate  
        
Sept 2023  30.711  33.217  (7.54%)  
Oct 2023  33.420  33.343  0.23%  
Nov 2023  29.793  34.098  (12.63%)  
 
Weighted Average 

  
31.251 

  
33.546 

  
(6.84%) 

 

 
 A comparison of Applicant’s actual fuel costs with the respective estimated costs for these 
three periods results in a weighted average difference of (6.84%), excluding prior period 
adjustments. Based on the evidence of record, we find that Applicant’s estimating techniques 
appear reasonably sound, and its estimates for April through June 2024 are accepted. 
 

11. Fuel Cost Factor. As discussed above, Applicant’s base cost of fuel is 26.955 mills 
per kWh. The evidence indicates that Applicant’s fuel cost adjustment factor applicable to April 
through June 2024 billing cycles is computed as follows: 
 

     $ / kWh 
Projected Average Fuel Cost    0.032041 
FAC 139 Reconciliation Factor    (0.002892)  
Adjusted Fuel Cost Factor    0.029149 
Less: Base Cost of Fuel Included in Rates    0.026955 
Fuel Cost Adjustment Factor     0.002194 
    

 Ms. Graft testified that the FAC 139 reconciliation factor shown above reflects 
$17,946,544 of over-collected fuel costs applicable to retail customers that occurred during the 
period September through November 2023.  
 
 Ms. Graft testified that, as directed in the Commission’s order in Cause No. 45508, 
amounts credited to customers for excess distributed generation (“EDG”) are recognized in its 
FAC proceeding. The native load fuel costs reflected on Schedule 7 of Attachment A to 
Applicant’s Verified Application include the EDG payments made to customers during this FAC 
reconciliation period. 
 
 Ms. Graft testified that the Commission authorized Applicant to enter into the Speedway 
Solar PPA in its Order in Cause No. 45907. The underlying project is expected to be operational 
in September 2025, at which time Applicant will begin recovering the retail portion of the PPA 
costs through the FAC proceedings, similar to other PPAs previously approved by the 
Commission. She also stated that the Commission authorized Applicant to recover its expenses 
associated with entering into the Speedway Solar PPA of $129,024 over a three-year period 
through the FAC proceedings. She testified that the native load fuel cost includes a monthly 
amortization of $3,584 that began in November 2023 and continues through October 2026.  
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 OUCC witness Mr. Guerrettaz stated that although the fuel cost adjustment for the quarter 
ended November 2023 had been properly applied by Applicant, he recommended a reduction in 
the proposed factor to reflect a 15-20% decrease in future purchased power and natural gas prices 
as of February 27, 2024, compared to Applicant’s January 2, 2024 forecast for the quarter ended 
June 30, 2024. He also stated that the figures used in the Application for a change in the FAC were 
supported by Applicant’s books and records for the period reviewed. 
 
 Ms. Graft testified on rebuttal that, although the forward price curves for natural gas and 
purchased power decreased by 15-20% between January 2, 2024 and February 22, 2024 for the 
forecasted months of April-June 2024, they increased as of March 6, 2024 by an average of 5% 
and 2% respectively, from February 22, 2024. She stated that Applicant’s natural gas and 
purchased power prices used in the quarterly FAC forecasts are based on the forward price curves 
as of a date certain (January 2, 2024 in this proceeding), and there is no evidence to indicate the 
prices as of January 2, 2024 are unreasonable assumptions. She testified the price curves are 
updated daily and will experience movement, both increases and decreases. She opined that, for 
this reason, deviating from the normal forecasting process is not warranted. She also stated that 
the expedited nature of the FAC proceedings allows for any reconciliation adjustments to be 
flowed through FAC rates on a timely basis. Ms. Graft recommended the Commission approve 
Applicant’s proposed fuel cost adjustment factor.  
 
 Based on the evidence of record, the Commission approves the fuel cost factor as proposed 
by Duke Energy Indiana. 
  

12. Effect on Residential Customers. The approved factor represents a decrease of 
$0.004441 per kWh from the factor approved in Cause No. 38707 FAC 138. The typical residential 
customer using 1,000 kWh per month will experience a decrease of $4.45, or 3.3%, on the 
customer’s total electric bill compared to the factor approved in FAC 138 (excluding sales tax).  

 
13. Interim Rates. Because we are unable to determine whether Applicant’s actual 

earned return will exceed the level authorized by the Commission during the period that this fuel 
cost adjustment factor is in effect, the Commission finds that the rates approved herein should be 
approved on an interim basis, subject to refund, in the event an excess return is earned.  

 
14. Fuel Adjustment for Steam Service. On January 18, 2023, the Commission issued 

its order in Cause No. 45740 approving the Fifth Amendment to the Third Supplemental 
Agreement to the Agreement for High Pressure Steam Service between Duke Energy Indiana and 
International Paper Company (formerly TIN, Inc. (Temple-Inland) and Inland Container 
Corporation) (“International Paper”), which included a change in the method used to calculate 
International Paper’s fuel cost adjustment and an update to the base cost of fuel. The fuel cost 
adjustment factor for International Paper of $0.3725884 per 1,000 pounds of steam was calculated 
on Attachment B, Schedule 1, of the Verified Application; this factor will be effective for the April 
through June 2024 billing cycles. Attachment B, Schedule 2, of the Verified Application is a 
reconciliation of the actual fuel cost incurred to estimated fuel cost billed to International Paper 
that resulted in $108,263 credit to International Paper for the months of September through 
November 2023. 
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 The Commission finds that Applicant’s proposed fuel cost adjustment factor for 
International Paper of $0.3725884 per 1,000 pounds of steam has been calculated in accordance 
with this Commission’s Order in Cause No. 45740 and approve the same. We further find that 
Applicant’s reconciliation amount of $108,263 credit to International Paper has been properly 
determined and approve the same. 
 

15. Shared Return Revenue Credit Adjustment for International Paper. In 
accordance with the Order in Cause No. 45740, International Paper will receive shared return 
revenue credit adjustments to the extent incurred. Applicant did not have excess earnings for the 
12 months ended November 2023. Therefore, we find International Paper is not due a shared return 
revenue credit. 

 
16. Confidential Information. Applicant filed a Motion for Protection of Confidential 

and Proprietary Information on January 31, 2024, supported by affidavits showing that certain 
documents to be submitted to the Commission were trade secret information within the scope of 
Ind. Code §§ 5-14-3-4 and 24-2-3-2. The Presiding Officers issued a docket entry on February 13, 
2024, finding such information to be preliminarily confidential, after which such information was 
submitted under seal. No party objected to the confidential and proprietary nature of the 
information submitted under seal in this proceeding. We find the information is confidential 
pursuant to Ind. Code § 5-14-3-4 and Ind. Code § 24-2-3-2, is exempt from public access, 
disclosure by Indiana law, and shall continue to be held confidential and protected from public 
access and disclosure by the Commission. 
 

IT IS THEREFORE ORDERED BY THE INDIANA UTILITY REGULATORY 
COMMISSION that: 
 

1. Duke Energy Indiana’s fuel cost adjustment factor for electric service to be billed 
jurisdictional customers, as set forth in Finding No. 11, and the fuel cost adjustment for steam 
service as set forth in Finding No. 14 of this Order, are approved on an interim basis, subject to 
refund as noted above.  

 
2. Duke Energy Indiana’s inclusion of Energy and Ancillary Services Markets charges 

and credits in its cost of fuel, as described in Finding No. 6 of this order, is approved. 
 
3. Prior to implementing the authorized rates, Applicant shall file the tariff and 

applicable rate schedules under this Cause for approval by the Commission’s Energy Division. 
Such rates shall be effective on or after the date of approval for all bills rendered. 

 
4. Duke Energy Indiana shall provide an update on the status of its coal inventories and 

transportation issues in its next FAC filing, as described in Finding No. 4 of this Order.  
 
5. Duke Energy Indiana will provide support for the reasonableness of any supply offer 

adjustment in its next FAC filing, as discussed in Finding No. 6 of this Order. 
 
6. The material submitted to the Commission under seal is declared to contain trade 

secret information as defined in Ind. Code § 24-2-3-2 and therefore is exempted from the public 
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access requirements contained in Ind. Code ch. 5-14-3 and Ind. Code § 8-1-2-29. 
 
7. This Order shall be effective on and after the date of its approval. 
 

HUSTON, BENNETT, FREEMAN, AND ZIEGNER CONCUR; VELETA ABSENT: 
 
APPROVED: 
 
I hereby certify that the above is a true 
and correct copy of the Order as approved. 
 
 
_____________________________________ 
Dana Kosco 
Secretary of the Commission 

DaKosco
Date
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