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UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION
New York Independent System Operator, Inc. Docket No. ER14-  -000
AFFIDAVIT OF
MARC W. CHUPKA

Mr. Marc W. Chupka declares:

1. I have personal knowledge of the facts and opinions herein and if called to testify could and

would testify competently hereto.
l. Purpose of this Affidavit

2. The purpose of my affidavit is to present and describe the independent report and analyses
that | prepared to assist the NYISO in the 2013 update to its Installed Capacity Demand
Curves.! 1 was responsible for preparing a report that addressed an issue that arose during
that process, namely whether a selective catalytic reduction (SCR) emission control system
was compatible with a F-class frame-type combustion turbine, and whether that
configuration was an economically viable technology that could be practically constructed in
capacity market zones in southeastern New York. Because my report relied upon technical
and engineering expertise, | obtained the services of Mr. Anthony Licata of Licata Energy &
Environmental Consulting, Inc. to provide such assistance. Mr. Licata is concurrently

submitting a separate affidavit in this matter.

! Capitalized terms that are not otherwise defined herein shall have the meaning specified in the
filing letter to which this Affidavit is attached or the meaning set forth in the Services Tariff as revised by
the Commission’s acceptance of the NYISO’s filing to establish a New Capacity Zone and subsequent
related filings in Docket Nos. ER12-360 and ER13-1380.



3.

Qualifications

I am a Principal with The Brattle Group (Brattle) with over 25 years of experience analyzing
the market impacts of both domestic and international energy and environmental policy, both
in the private and public sector. Before joining Brattle, | was a Principal in the economic
consulting firm of PHB/Hagler Bailly (formerly Putnam, Hayes & Bartlett, Inc.) and a Senior
Associate and Project Director at ICF Incorporated. In the public sector, | have served as the
acting Assistant Secretary of Energy for Policy and International Affairs at the U.S.
Department of Energy, the Director of Energy Policy Development at the DOE Office of
Policy and International Affairs, the Chief Economist and Associate Director of Air, Energy
and Transportation at the White House Office of Environmental Policy, a Staff Economist at
the Joint Economic Committee of the U.S. Congress and an Analyst in the Natural Resources
and Commerce Division of the Congressional Budget Office. | have testified before state
regulatory agencies and the U.S. Congress, and have submitted expert reports to U.S. District

Courts in Kentucky, Louisiana, Michigan and Pennsylvania.

My consulting practice at Brattle focuses on the area of environmental issues in electricity
markets, particularly litigation in Clean Air Act matters, along with utility integrated
resource planning, electricity and fuel procurement policies, contract evaluation and
litigation, renewable energy policy design, and climate change policy design and impacts.

My Curriculum Vitae is attached as Exhibit A.



I11.  Overview of the Independent Report

5. The NYISO initially contacted Brattle in early October, 2013 seeking an experienced
consultant to help them further evaluate the commercial status of SCR on frame-type
turbines. | began work on the project in mid-October. With Mr. Licata’s assistance, |
gathered information from SCR manufacturers, catalyst vendors, engineering trade press and
conference materials, as well as publicly available data on the permit conditions and

environmental performance of simple-cycle turbines.

6. The recently commissioned and currently operating plant in California, Marsh Landing
Generating Station, was of particular interest because it employed an SCR for NOx control
on a simple-cycle F-class frame-type combustion turbine. We contacted the SCR original
equipment manufacturer, Mitsubishi Power Systems Americas (MPSA) to gain insight into
the facility and the commercial status of applying SCR technology on high-temperature
applications such as simple cycle F-class combustion turbines. MPSA offered to host a full-
day meeting to convey their perspectives on the engineering issues involved. This meeting
was held on October 25, 2013 at the Savannah Machinery Works, and included Brattle,

Licata, S&L and NYISO staff.

7. Five areas of inquiry comprised my assessment of SCR on frame-type simple cycle
combustion turbines: feasibility, environmental compliance, commercial status, operating
experience and costs. | concluded that applying SCR on an F-class combustion turbine was
feasible, primarily owing to the commercial operation of the Marsh Landing facility as well
as other examples of high-temperature SCR applications. | determined that SCR on an

F-class combustion turbine could comply with applicable LAER standards for NOx,



primarily examining Marsh Landing operational data as well as guarantees available from

SCR manufacturers and catalyst vendors. The commercial status of both frame-type turbines

and SCR are mature; while there is limited experience in combining the two technologies
there are no insurmountable engineering or economic barriers that would preclude such

configurations. | found that the operating experience of Marsh Landing indicated

compliance with NOx emission limits, that other frame-type combustion turbines with SCR
had operated for years without evidence of violations and that two failed installations over a
decade ago did not implicate the ability of current technology to perform successfully.
Finally, MPSA reviewed the SCR costs developed by S&L and found them to be acceptably
accurate, and probably conservative (e.g., higher than likely) as they would expect for an

SCR installed on an F-class frame combustion turbine in southeastern New York.

Given the evidence gathered in the due diligence process, | concluded that the F-class simple
cycle combustion turbine with an SCR could be practically constructed in southeastern New
York, and represents an economically viable technology choice. Given this conclusion, S&L
and NERA ran their models to derive proposed ICAP Demand Curves for NYISO Load
Zone J (New York City), Load Zone K (Long Island) and Load Zones G-J (the “G-J
Locality”). These results were presented in the report “Independent Evaluation of SCR
Systems for Frame-Type Combustion Turbines: Report for ICAP Demand Curve Reset” that
was posted on the NY1SO website on November 1, 2013, and which is attached to this

Affidavit as Exhibit B.

My analysis and assessment was not affected or biased by prior assessments completed by
Brattle or by any entity that had engaged Brattle who may have perceived an interest in the

outcome. The determination was based solely on the information and data acquired during



the course of the assessment along with my understanding of the criteria of economic

viability and practicality of construction.

This concludes my Affidavit.



ATTESTATION

I am the witness identified in the foregoing affidavit. I have read the affidavit and am
familiar with its contents. The facts set forth therein are true to the best of my knowledge,
information, and belief.

G fo?

Marc yChupka

Subscribed and sworn to before me
this /;(,day of November, 2013.

k__ | //(jﬂ/\pé_, L}xlﬁ

Notary Public

My commission expires: / / // / ‘%/ Qé/ S/

Nichole Heath
Notary Public, District of Columbia
My Commission Expires 11/14/2015
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Marc W. Chupka

Principal

Washington, DC +1.202.955.5050 Marc.Chupka@brattle.com

Mr. Marc Chupka has over 25 years of public and private sector experience analyzing the market
impacts of both domestic and international energy and environmental policy and assisting energy
market clients in a broad span of management decisions. His recent work has focused on the litigation
in Clean Air Act matters, utility integrated resource planning, electricity and fuel procurement policies,
contract evaluation and litigation, renewable energy policy design, and climate change policy design and
impacts.

Before joining The Brattle Group, Mr. Chupka was a Principal in the economic consulting firm of
PHB/Hagler Bailly (formerly Putnam, Hayes & Bartlett, Inc.). Mr. Chupka also served as the acting
Assistant Secretary of Energy for Policy and International Affairs at the U.S. Department of Energy. In
that capacity, he was the primary policy advisor to the Secretary of Energy in matters such as electricity
market restructuring, global climate change, energy security, strategic planning, international energy
markets, and energy-related domestic and global environmental issues. Mr. Chupka directed a staff of
120 with a budget of $20 million. He was the primary Departmental representative in interagency
consultations and the senior U.S. government delegate in international and multilateral fora. He has
testified several times before U.S. Congressional Committees, and has authored several key policy
documents, including the President’s 1993 Climate Change Action Plan and the Department of Energy’s
Sustainable Energy Strategy in 1995.

Mr. Chupka also served as the Director of Energy Policy Development at the DOE Office of Policy and
International Affairs, and was the Chief Economist and Associate Director of Air, Energy and
Transportation at the White House Office of Environmental Policy in 1993-1994. Prior to his
Administration Service, he was a Staff Economist at the Joint Economic Committee of the U.S. Congress.
From 1989 through 1991, he was a Senior Associate and Project Director at ICF Incorporated, and
between 1984 and 1989 he was an Analyst in the Natural Resources and Commerce Division of the
Congressional Budget Office.

Mr. Chupka earned a BA in Economics from Yale College, and an MS and M. Phil in Economics from
Yale University.
EXPERIENCE

Resource Planning and Infrastructure Analysis

e For the New York Independent System Operator (NYISO), assessed the commercial
feasibility of fitting a selective catalytic reduction (SCR) system for NOx control on an F
Class frame-type combustion turbine. This assessment factored into the selection of a
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Marc W. Chupka

proxy technology to determine the net cost of new entry (CONE) in the zonal installed
capacity market Demand Curve Reset for years 2014/15 —2016/17.

e For a confidential Midwest utility, was appointed as an Independent Administrator for a
capacity solicitation to receive and evaluate bids for gas-fired peaking capacity in MISO,
including adjusting bid values for potential sub-regional MISO capacity market prices.

e For a Mid-Atlantic utility, provided an analysis of potential coal capacity retirements in
PJM as a result of U.S. climate change policy, addressing the impacts on revenues from
energy and capacity markets as well as going forward costs of additional environmental
controls.

e For the City of San Antonio, provided an economic evaluation of a proposed nuclear
plant that the municipal utility was developing with a merchant co-owner.

e For a consortium of utilities in the Midwest, submitted testimony in a Minnesota Public
Utilities Commission proceeding examining the analytical basis for approving the Big
Stone IT powerplant and transmission project.

e For the Edison Foundation, directed an analysis of U.S. electric infrastructure needs and
costs in generation, transmission, distribution and efficiency through 2030, including
impacts of expanded efficiency programs and low-carbon supply investments relating to
reducing CO2 emissions in the electricity sector.

e For two utilities in Connecticut, led sub-team analyses that contributed to a
comprehensive Integrated Resource Plan required by the State in 2008, 2009 and 2010
and 2012. The analyses addressed procurement options including new generation,
transmission investments and demand-side management programs in the context of the
New England Independent System Operator LMP-based energy market and capacity
market. Mr. Chupka also presented the Plan at public forums in Connecticut, and
participated in the review process required by the statute.

e For the Edison Foundation, analyzed the sources and impacts of recent increases in utility
infrastructure construction costs. The report Rising Utility Construction Costs: Sources
and Impacts was released in September 2007.

e For a Southwestern utility, conducted analysis in support of a requested construction cost
rate rider designed to provide financial support for Construction Works in Progress
(CWIP) during the construction phase of a proposed power plant.

e For a Midwest utility, assessed the company’s modeling and analysis of capacity
expansion plans and developed additional modeling tools to enable a more
comprehensive treatment of market risks such as fuel prices and environmental
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requirements. As a result of our findings, the company elected to pursue a different
capacity expansion strategy.

Contract Analysis and Litigation

e For an independent cogeneration plant involved in a dispute over the pricing terms under
a long-term contract, supervised analyses that demonstrated the equivalence between
FERC and EIA data sources in computing the benchmark market price escalation terms
consistent with the original intent of the parties.

e For Kentucky Utilities Company, submitted two expert reports to Federal District Court
regarding the economic structure and performance of the parties under a long-term
power purchase agreement subject to dispute.

e For Southeastern utility, provided consulting expert services in a dispute regarding a
long-term power contract with a former Qualifying Facility (QF) under PURPA, focusing
on reliability payments and the value of capacity products.

e For a Midwest utility proposing a nuclear power plant sale, analyzed terms and
conditions of the power purchase agreement, evaluated adequacy of decommissioning
fund balance transfers and assessed the sale price in comparison of other recent nuclear
plant sales.

e For the New York Power Authority, authored an analysis of power allocations, rates and
opportunities for the Niagara Power Project relicensing process. The report, Niagara
Power Project Power Allocations, Rates and Opportunities, was published in August
2005.

e For a Texas utility undergoing a fuel reconciliation true-up proceeding, analyzed the
question of whether firm power contracts contained an imputable capacity component as
suggested by interveners challenging the utility’s filing of eligible fuel expenses.

e For a breach of contract litigation between an IPP and utility, participated in the design
of a billing model to replicate the terms and conditions of the power purchase agreement
to compute historic damages. Constructed a model of future damages based on expected
utility dispatch behavior to analyze the reduction in capacity payments based on the
defendant’s interpretation of contract terms.

e For a large industrial client evaluating proposed power supply and management contracts,
supervised the construction of a Monte Carlo-based model of contract base and incentive
payments. The model identified significant asymmetries in the expected value of contract
payments that formed the basis of new negotiations to finalize the arrangement.
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Wholesale and Retall Electricity Market Analysis

e For a large Midwestern utility, directed an analysis of proposed migration from one RTO
to another, examining both energy market and capacity market impacts.

e For a City in Texas with a large municipal power provider, conducted a strategic
overview of options such as opt-in to retail competition and asset divestiture to examine
likely impact on customer rates and payments to the City.

e For a Pennsylvania utility, conducted analysis is support of a generation rate increase
request focusing on the fuel and purchased power price changes that increased the cost of
procuring energy for Provider of Last Resort (POLR) obligations higher than the
prevailing generation rate caps.

e For a commercial customer in the retail sector, submitted direct and rebuttal testimony
on Georgia Power Company’s implementation of Real-Time Pricing (RTP) tariff to the
Georgia Public Service Commission (Docket No. 16896-U), analyzing how the application
of the RTP tariff discriminated between new and existing customers.

e For a Texas utility filing for stranded cost under a true-up rule, analyzed the
competitiveness of capacity auctions, the reasonableness of forward capacity sales, and
the economic implications of separation and unbundling agreements.

e For a California utility, examined electricity procurement practices in order to support
regulatory and litigation matters in prudence reviews.

e For a major utility seeking stranded cost settlements in two states, drafted testimony
supporting the projection of fuel prices and environmental compliance costs used in
projecting future market prices.

Environmental Analysis
New Source Review Litigation

e For GenOn REMA LLC and Sithe Energies, Inc., submitted expert reports in U.S. District
Court responding to Plaintiff’s experts’ emissions calculations alleging that GenOn and
predecessor owners of the Portland electric generating station violated PSD regulations in
conducting repairs to the units over a 25 year time period.

e For DTE Energy Company and Detroit Edison Company, submitted expert reports in U.S.
District Court challenging Plaintiffs’ expert emission projections and offering revised
PROMOD projections utilizing the guidance under the 2002 NSR/PSD rules to
demonstrate that no emissions increases were expected after a March 2010 coal boiler
repair.
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e For Louisiana Generating LLC, submitted expert reports in U.S. District Court challenging
the analytical basis for the Plaintiffs’ emissions projections and showing how permissible
alternatives to those projections would not exceed applicable thresholds that would
trigger New Source Review issues at a coal-fired power plant that replaced boiler
components in the late 1990s.

e For Kentucky Utilities Company, submitted an expert report in Federal District Court
responding to the EPA/DO]J allegations that KU should have analyzed the future
emissions performance of a coal-fired powerplant that underwent repairs in the late
1990s.

e Supervised the analysis for three cases in support of testimony relating to alleged New
Source Review (NSR) violations at coal-fired utilities. For a Midwestern utility, analysis
of government’s claims included detailed evaluation of outage data, examination of
alternative baseline emission calculations, and comparisons of government experts’
calculations to company projections of unit utilization. For a Southeastern utility,
analysis of government claims encompassed review of system capacity and load balances,
NSR regulations and associated emission tests, various measures and projections of
availability and generation, and emission measurement methods. For a Midwestern
power cooperative, the analysis focused on the studies the companies performed to
analyze the economics of maintenance projects and assessed their relevance to NSR
analysis.

e Provided consulting expert services for a Midwestern utility involved in an NSR case,
examining emissions calculations, reviews of availability assessments and other issues
raised in plaintiff’s expert reports.

e For a Midwestern coal-fired utility, analyzed the cost implications of applying Best
Available Control Technology (BACT) for potential damages in an NSR case. Mr. Chupka
also supervised the modeling of the ratemaking implications of hypothetical utility
investments in pollution controls.

e For a large coal-based generation owner, conducted an analysis of New Source Review
regulatory risk based on EPA enforcement actions and the historical repair and operating
records of several large coal-fired generation units. Mr. Chupka also prepared projections
of changes in utilization and emissions after proposed efficiency upgrades to determine
NSR applicability and exposure.

Policy, Compliance and Technology Analysis

e Assisted a Western utility in analyzing the timing and reliability implications of Best
Available Retrofit Technology (BART) environmental controls for coal units under
various State Implementation Plans pursuant to Federal Regional Haze policy decisions.
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e For a confidential large coal producer, examined impacts of U.S. climate change
legislation on utility generating technology choice, CO2 emissions and coal production.

e For a Southeastern utility, analyzed the implications of broad-based, market-oriented
climate change policy on Eastern generation markets, other sectors of the economy,
customers and new technology developments.

e For a small technology start-up firm developing a new combustion process, analyzed
business plan, assessed waste fuel markets, and analyzed environmental requirements for
industrial boilers.

e For Sustainable Energy Ireland, contributed to an analysis of integrating wind power into
the proposed electricity trading arrangements. Using several years of wind farm data,
derived a statistical method to construct representative hourly wind power output data
for use in electricity market simulation models.

e For a power developer in the Pacific Northwest, examined CO: offsets that could be
obtained under various regulatory requirements.

e For the National Propane Gas Association, directed the project that resulted in the policy
paper Propane, The Exceptional Energy: Policies for a 21" Century Fuel, June 2001.

e For a Midwestern environmental advocacy group, modeled various approaches to
estimating the economic benefits of a new water supply dam in Illinois.

e For a large generation-owning power cooperative, modeled various NOx regulatory
regimes in the Atlanta-area ozone non-attainment region to help determine optimal
compliance strategies for multiple generating units.

e For a large investment firm, prepared a report that outlined plausible policy scenarios
arising from the Kyoto Protocol in order to inform financial risk and exposure analyses in
the coal producing and electric generating sectors.

e For EEI and NERC, co-directed a comprehensive analysis of the impact on electric system
reliability of the pollution control retrofits expected under the EPA Ozone Transport
Rule (“SIP Call”). Mr. Chupka performed Loss of Load Expectation (LOLE) simulations of
the Eastern Interconnect under various scenarios of generator availability.

¢ For an independent power producer and other clients, created a NOx allowance price and
compliance planning model to link to production cost simulations in the 22-state region
impacted by the SIP Call. The model derived the least-cost compliance strategy for each
affected unit to a given allowance price, computed the variable cost adders to dispatch
prices, then iterated with a production cost model until the allowance market is in
equilibrium with the electricity market.
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For the U.S. Congressional Budget Office, conducted several in-depth analyses of acid
rain control strategies including national cost implications and coal-market impacts. This
analysis was influential in the policy debate culminating in the Clean Air Act
Amendments of 1990.

For the U.S. Congressional Budget Office, Mr. Chupka conducted a comprehensive
economic analysis of the impacts of carbon taxes on the U.S. economy.

Energy Market and Policy Analysis

For Brookfield Renewable Energy Group, directed a study assessing the efficiency and
effectiveness of the New York State Renewable Portfolio Standard, focusing on the lack
of support for existing renewable energy production facilities that contribute to attaining
the in-state renewable energy consumption targets.

For the Air-Conditioning and Refrigeration Institute (ARI), analyzed the Department of
Energy’s life-cycle costing methodology used in setting minimum efficiency standards for
large commercial air conditioning equipment.

For the Electricity Reform and Sales Unit in the Department of the Premier and Cabinet
of South Australia, authored the initial draft of the South Australia Energy Policy
Framework that described current State energy and energy-related environmental policy
and formed the basis for new proposals for privatization of the electricity supply sector.

For the U.S. Secretary of Energy, directed a Report to the President assessing the
underlying causes and policy implications of the petroleum market price spikes
experienced in the Spring of 1996.

For the U.S. Secretary of Energy, directed a Report to the President that examined the
widescale electric power outages experienced in the Western U.S. on July 2-3, 1996. The
report described the causes, responses and preventability of the incident, discussed the
implications on electric reliability in the United States, and proposed a slate of
recommendations to bolster the reliability of the bulk power grid during the transition to
competition in the electric power industry.

For Senators Dodd and Lieberman and Representative Gejdenson of Connecticut, directed
the preparation of a report that assessed the New England electricity supply outlook for
1997 and beyond, following the shortages experienced in that region in the summer of
1996.

For the U.S. Environmental Protection Agency, directed and authored a comprehensive
analysis of the economic performance, market prospects, and environmental benefits of
renewable electric generating technologies.
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PRESENTATIONS

Natural Gas Price & Environmental Regulation: Effect on Utility Cost and Coal Consumption,
Kentucky Industrial Utility Customers 2013 Energy Conference, Lexington, KY, March 14, 2013.

Natural Gas Price & Environmental Regulation: Effect on Utility Coal Consumption, Transportation
Research Board 92°¢ Annual Meeting, Washington DC, January 14, 2013.

Retrospective Emissions Projections in NSR Litigation: Analysis and Issues, Energy, Utility and
Environmental Conference, Phoenix, Arizona, January 31, 2012.

Emerging Environmental Regulations and Impacts on the U.S. Coal Fleet, ELCON Spring Workshop,
Washington, DC, April 26, 2011.

Modern Integrated Resource Planning for a Low-Carbon Future, United States Energy Association,
Global Workshop on Low Carbon power Sector Development, Washington, DC, February 28, 2011, and
December 12, 2011.

Mpyths and Realities of Shale Gas Deposits: Implication for the Electric Market, Texas Bar Association,
Public Utilities Law Section Conference, Austin Texas, August 27, 2010.

Uncertainty, Volatility and Risk: Cap & Trade Economics, Aspen Institute Energy Policy Forum, Aspen,
Colorado, July 8, 2008.

Connecticut and New England Renewable Energy Standards, Connecticut Business and Industry
Association, Shelton Connecticut, April 23, 2008.

Carbon Reductions in the US: FEconomics and the Role of FERC, 14" Annual FERC Briefing Utility
Infrastructure and Regulation: Current Trends & Future Mandates, Arlington, Virginia, March 18, 2008.

The Carbon Economy, Wisconsin Public Service 2008 Wholesale Conference, Green Bay, Wisconsin,
March 11, 2008.

Electricity: How Changing Economics and Evolving Regulation Affect this Unique Commodity and
How Resources Compete in the Market, in Utility Integrated Resource Plans, and in the Regulatory
Arena, LSI Conference on Electricity Markets, Regulation & Investment, Washington DC (Conference
Co-Chair), March 3-4, 2008.

Comprehensive Electricity Resource Plan, Presentation to the Connecticut Energy Advisory Board,
Hartford, Connecticut, January 4, 2008.

Long Term Market Drivers for Coal-Fired Capacity, Troutman Sanders Coal-Based Electric Generation
Forum, Lansdowne, Virginia, June 23, 2006.
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Recent Developments in Environmental Policy for Electric Generation: Panic, or Prepare to Panic?
Energy and Mineral Law Foundation, Winter Workshops on Energy Law, Fort Myers Beach, Florida,
January 28, 2005.

Renewable Energy Credits: Policy Design and Price Volatility, Second Annual Green Trading Summit,
New York, NY, April 8, 2003.

Climate and Energy Policy: Linkages, Tradeoffs and Crossing the Bridge, Resources for the Future,
Washington, DC, March 12, 2003.

The Role of Alternative Energy in the U.S. Supply, 54" Annual Program on Oil and Gas Law, Houston,
Texas, February 21, 2003.

Energy Delivery Infrastructure: Trends and Issues, National Governors Association Energy Policy
Forum, Washington, DC, May 18, 2001.

California Electricity Market: Implications for National Policy Minnesota Rural Electric Association
Cooperative Energy Forum, Minneapolis, Minnesota, February 21, 2001.

NOx Regulation Overview. Infocast Conference “New NOx Regulations and Power Generation in
Competitive Markets” Washington DC, November 4, 1999.

Allowance Supply under the NOx SIP Call. Emission Marketing Association Fall Meeting Washington
DC, October 19, 1999.

The Cost of NOx Controls: Designing an Optimal Strategy Workshop presentation for Infocast
Conference “New NOx Regulations and Power Generation in Competitive Markets” Washington DC,
April 30, 1999 (with Jim Letzelter, Charles Mann and Ira Shavel).

Air Pollution from Energy: A Primer on Sources and Controls. Keystone Dialogue on the Integration of
Strategies to Achieve Air Quality Improvements and Climate Change Mitigation, September 28, 1998,
Washington DC.

Preliminary U.S. Government Analyses of Emission Reduction Proposals. Climate Change Analysis
Workshop, Springfield VA, June 6, 1996.

PUBLICATIONS

“Plugging In: Can the grid handle the coming electric vehicle load?," by Dean Murphy, Marc Chupka,
Onur Aydin and Judy Chang, Public Utilities Fortnightly, June 2010.

A Review of the Need and Alternatives for Expanding CPS Energy’s Electricity Supply (with Frank
Graves, James Reitzes and David Azari) prepared for the City of San Antonio, October 12, 2009.
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Transforming America’s Power Industry: The Investment Challenge 2010-2030, (with Robert Earle,
Peter Fox-Penner and Ryan Hledik), prepared for the Edison Foundation, November 2008.

“Sticker Shock!” Public Utilities Fortnightly, December, 2007, pp. 56-61.

Rising Utility Construction Costs: Sources and Impacts, (with Greg Basheda) prepared for the Edison
Foundation, September 2007.

The Economics of U.S. Climate Policy: Impact on the Electric Industry (with Frank Graves and Dean
Murphy) Brattle Group Technical Report, March 2007.

“The Demand Effect” (with Greg Basheda, Peter Fox-Penner, and Adam Schumacher) Electric
Perspectives, September-October, 2006, p. 32-51.

Why are Electricity Prices Increasing? An Industry-Wide Perspective, (with Greg Basheda, Peter Fox-
Penner, Hannes Pfeifenberger and Adam Schumacher) prepared for the Edison Foundation, June 2006.

Niagara Power Project Power Allocations, Rates and Opportunities, Prepared for the New York Power
Authority Niagara Power Project Relicensing (FERC No. 2216), August 2005.

“Carbon Taxes and Climate Change” Encyclopedia of Energy, Volume 1 (Amsterdam: Elsevier Inc.)
2004.

“Renewable Energy Credits: Policy Design and Price Volatility” Chapter in book GreenTrading:
Commercial Opportunities for the Environment, January 2004, pp.81-98.

“Designing Effective Renewable Markets” Electricity Journal, May 2003.

Designing a Climate-Friendly Energy Policy: Options for the Near Term (co-author) Pew Center on
Global Climate Change, July, 2002.

“Generating Interest: The Misapplication of the BEN Model to Regulated Utilities,” (with Kenneth T.
Wise, M. Alexis Maniatis) Daily Environment Report, February 26, 2002.

“Surviving the SIP Call: Fossil Plant Economics Under NOx Control” (with Jim Letzelter) Public Utilities
Fortnightly, May 1, 1999.

The Electric Power QOutages in the Western United States, July 2-3, 1996, August 1996, (U.S.
Department of Energy DOE/PO-0050) Project Director.

An Analysis of Gasoline Markets Spring 1996, June 1996, (U.S. Department of Energy, DOE/PO-0046)
Project Co-Director.

Sustainable Energy Strategy: Clean and Secure Energy for a Competitive Economy, The 1995 National
Energy Policy Plan, July 1995, (U.S. Government Printing Office, ISBN 0-16-048183-X).
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President William J. Clinton and Vice President Albert Gore Jr. The Climate Change Action Plan,
October 1993 (Author).

Renewable Electric Generation: An Assessment of Pollution Prevention Potential, (co-authored with
David Howarth), Global Change Division, Office of Air and Radiation, U.S. Environmental Protection
Agency (EPA/400/R92005) March 1992.

Carbon Charges as a Response to Global Warming: An Analysis of the Effects of Taxing Fossil Fuels
(contributor) U.S. Congress, Congressional Budget Office, August, 1990.

"The Role of Technology and Conservation in Controlling Acid Rain," U.S. Congress, Congressional
Budget Office, June, 1989.

Curbing Acid Rain: Cost, Budget, and Coal-Market Effects, (co-authored with John Thomasian) U.S.
Congress, Congressional Budget Office, June, 1986.

TESTIMONY, REGULATORY FILINGS AND EXPERT REPORTS

Public Utility Commissions

“Recognizing the Value of Existing Renewable Generation in New York,” report prepared for the
Brookfield Renewable Energy Group (co-authored with Judy Chang and Brendan McVeigh), submitted
to the New York Public Service Commission Case 03-E-0188, 2013 Review of Renewable Portfolio
Standard, October 28, 2013.

Oral testimony before the State of Connecticut Department of Public Utility Control, Docket No. 10-02-
07, DPUC Review of the 2010 Integrated Resource Plan, June 3-5, 2010.

“Integrated Resource Plan for Connecticut,” report co-submitted with The Connecticut Light & Power
Company and The United [lluminating Company to the Connecticut Energy Advisory Board, January 1
2010. Presented to the Connecticut Energy Advisory Board January 8, 2010.

Oral testimony before the Connecticut Department of Public Utility Control, Docket No. 09-05-02,
DPUC Review of the 2009 Integrated Resource Plan, June 30, 2009.

“Integrated Resource Plan for Connecticut,” report co-submitted with The Connecticut Light & Power
Company and The United Illuminating Company to the Connecticut Energy Advisory Board; co-
authored with O. Aydin, J. Chang, M. Geronimo, D. Murphy, S Newell and J. Wharton, January 1, 2009.

Pre-filed written testimony submitted November 6, 2008 to the Minnesota Public Utilities Commission
on behalf of Otter Tail Power Company et. al. in the Matter of the Application for Certification of
Transmission Facilities in Western Minnesota and for a Route Permit for the Big Stone Transmission
Project (OAH No. 12-2500-17037-2, MPUC Docket No. CN-05-619 and OAH No. 12-25000-17038-2,
MPUC Docket No. TR-05-1275). Oral testimony before MPUC November 13, 2008.

e Brattle sow 11



Marc W. Chupka

Oral testimony before the State of Connecticut Department of Public Utility Control, Docket No. 08-07-
01, Review of the Integrated Resource Plan, September 23, 2008 and September 25, 2008.

“Integrated Resource Plan for Connecticut,” co-submitted with The Connecticut Light & Power
Company and The United Illuminating Company to the Connecticut Energy Advisory Board; co-
authored with A. Faruqui, D. Murphy, S. Newell and J. Wharton, January 2, 2008. Supplemental Report
co-submitted with The Connecticut Light & Power Company and The United Illuminating Company to
the Connecticut Department of Utility Control; co-authored with S. Newell, August 1, 2008.

Pre-filed written testimony submitted June 20, 2003 on behalf of Federated Department Stores to
Georgia Public Service Commission Proceeding to Examine Alleged Discrimination in the Application of
Georgia Power Company’s Real-Time Pricing (RTP) Tariff (Docket No. 16896-U). Rebuttal testimony
submitted December 3, 2003. Oral testimony before GPSC December 15-16, 2003.
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Execvutive Summary

The New York Independent System Operator (NYISO) operates a capacity market to ensure
resource adequacy and reliability in New York. These capacity markets are administered in four
capacity zones: the New York Control Area (“NYCA”), and three localities — New York City
(Zone ]), Long Island (Zone K) and the G-] Locality. The requirement for installed capacity is
maintained by an administratively-determined demand curve that reflects, among other
considerations, the estimated net cost of new entry (CONE) of a proxy generating unit. In
selecting a specific proxy generating unit, previous FERC orders affirm that “only reasonably
large scale, standard generating facilities that could be practically constructed in a particular
location should be considered,” and the NYISO Market Services Tariff requires the NYISO to
base the net CONE estimate on a proxy unit with “the lowest fixed and highest variable cost

among all other units’ technology that are economically viable.”

The criteria “could be practically constructed” and “are economically viable” mean that the
generating unit must be able to comply with all applicable environmental limitations and utilize
commercially available, proven technology. NERA Economic Consulting (NERA) and Sargent &
Lundy (S&L) determined that the lowest fixed and highest variable cost option was a frame-type
F-Class simple-cycle combustion turbine (Siemens SGT6-5000F5). However, southeastern New
York imposes strict air emission limits on combustion turbines that require the use of a selective
catalytic reduction (SCR) system to reduce NOx emissions. Both F-Class turbines and SCR
systems are mature, commercially available technologies. However, frame-type turbines operate
with very high exhaust gas temperatures, which have been known to damage some catalysts used
in earlier SCR systems. Citing limited successful commercial experience in coupling SCR and F-
Class frame combustion turbines, NERA/S&L decided to adopt a different turbine for

environmentally constrained regions, the aeroderivative GE LMS100. Compared to the F-Class

1 134 FERC 9 61,058, Docket No. ER11-2224-000 (January 28, 2011), at page 14.

2 In this report Brattle concludes that the F-Class frame combustion turbine with Selective Catalytic
Reduction emissions control is economically viable technology and as such meets the tariff
requirement as lowest fixed, highest variable cost unit to be used in the demand curves for Long
Island, New York City, and the G-] demand curve regions.
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frame unit, the aeroderivative turbine has much higher fixed cost, slightly lower operating costs
due to higher efficiency (lower heat rate), and modestly lower exhaust gas temperatures. The
lower exhaust gas temperature makes aeroderivative combustion turbines more compatible with

conventional SCR NOx removal systems, and many examples of such installations exist.

As part of the NYISO’s Demand Curve Reset stakeholder process, the issue of whether SCR was
viable for F-Class turbines was raised in stakeholder written comments and during oral argument
before the NYISO Board of Directors. Of particular importance was the recent installation and
successful operation of F-Class frame simple cycle combustion turbines with SCR emissions
controls in California, which, like New York, has some of the most stringent air emissions
standards in the country. In response to the stakeholder comments, the NYISO Board noted that
the difference between the LMS100 and F-Class installed cost was large enough to merit
additional due diligence on the viability of F-Class turbines combined with SCR, given the
relatively low fixed cost associated with design and installation of SCR. The NYISO engaged The

Brattle Group and Licata Energy & Environmental Consulting, Inc. to examine this issue further.

We conclude that the F-Class frame combustion turbine can be and has been successfully
coupled with SCR to meet strict environmental standards. These two mature, proven
technologies — frame-type combustion turbines and SCR systems — are not inherently
incompatible or infeasible to combine, but do require proper design and engineering of exhaust
gas tempering and appropriate catalyst selection to work reliably. The primary reasons for

reaching this conclusion are:

Frame technology and SCR emission control systems are both proven technologies.

e There are numerous examples of hot temperature SCR applications functioning well in
the electric generating sector. These are mostly aeroderivative combustion turbines, but
also include two existing frame-type turbine/SCR installations in California that date
from the mid-2000s.

e The Marsh Landing Generating Station (MLGS) comprised of four F-Class turbines that
began operation in March 2013, has achieved its performance requirements, including

emission limits, using an SCR with an air tempering system designed by Mitsubishi.

e Air tempering or dilution air systems are designed to achieve the proper temperature and

velocity distribution of combustion exhaust gas and reagent (ammonia) so that it can pass
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through the catalyst to obtain optimal NOx removal; some SCRs on aeroderivative

turbines feature such systems.

Air tempering or dilution air systems primarily involve designing physical structures to
direct and diffuse exhaust gases. Once these engineering solutions are in place and
accomplish the proper conditions for effective SCR operation, the system is unlikely to be
prone to subsequent failure beyond the normal operating issues that may arise in typical

SCR installations.

The two early frame-type turbine/SCR failures sighted by NERA/S&L (Riverside and
PREPA) are readily distinguishable from current applications such as the McClellan,
McClure and Marsh Landing plants.

The significant fixed-cost advantage of frame-type turbines over aeroderivative turbines
for simple cycle applications will continue to encourage strong commercial interest in
SCR installations on frame-type turbines where emission limits require SCR. The modest
expenditure needed to properly engineer, design and construct the SCR for reliable

performance does not materially impact this cost advantage.

The major catalyst vendors all provide catalyst formulations for higher temperature
applications suitable for F-Class turbines with air tempering systems and SCRs and are

willing to provide performance guarantees for this application.

Recent advances in SCR design and catalyst formulation, along with commercial
experience, have eliminated any engineering basis for distinguishing between
aeroderivative and frame-type combustion turbines in terms of the economic viability of

using SCR to comply with strict environmental limits.

Given these observations, we find the F class frame turbine with SCR to be economically viable

and recommended that S&L and NERA estimate new demand curves for Zones J, K and G-J

locality using the S&L estimated costs and performance parameters for SCR on F-Class frame

units given in Appendix B of the September 6, 2013 NYISO report. Mitsubishi verified that those

parameters were reasonable for such installations. Changes in key demand curve parameters that

result from this recommendation are summarized in the following table.
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2014/2015 Demand Curve Parameters NYCA NYC LI NCZ
September 6, NYISO Report
ICAP Max Clearing Price ($/kW-mo) 13.50 36.83 30.96 28.10
Reference Point ($/kW-mo) 8.84 25.57 13.28 17.86
Zero Crossing (% of req) 112.0 118.0 118.0 115.0
Summer DMNC (MW) 210.1 185.5 188.0 186.3
Annual CONE ($/kW-yr) 107.98 294.6 247.7 224.79
Annual EAS Revenues ($/kW-yr) 18.48 54.5 114.6 53.06
Annual Net CONE ($/kW-yr) 89.50 240.11 133.07 171.73
Brattle-Licata Report
ICAP Max Clearing Price ($/kW-mo) 13.50 26.14 20.88 18.80
Reference Point ($/kW-mo) 8.84 18.55 7.96 12.14
Zero Crossing (% of req) 112 118 118 115
Summer DMNC (MW) 210.1 208.8 210.7 209.4
Annual CONE ($/kW-yr) 107.98 209.14 167.02 150.44
Annual EAS Revenues ($/kW-yr) 18.48 33.49 86.67 32.77
Annual Net CONE ($/kW-yr) 89.50 175.65 80.35 117.67
Percent Change
ICAP Max Clearing Price 0% -29% -33% -33%
Reference Point 0% -27% -40% -32%
Zero Crossing 0% 0% 0% 0%
Summer DMNC 0% 13% 12% 12%
Annual CONE 0% -29% -33% -33%
Annual EAS Revenues 0% -39% -24% -38%
Annual Net CONE 0% -27% -40% -31%
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.  Background and Motivation

The New York Independent System Operator, Inc. (NYISO) operates a zonal capacity market for
electrical generating capacity. Every three years the NYISO, with an independent consultant
and its stakeholders, reassesses the administratively determined demand curves, which, when
combined with capacity offers from generation owners into the Spot Auction, produces a
locational capacity price that is paid to all capacity suppliers in the particular capacity region. A
key parameter in determining the position and shape of the demand curve is the net cost of new
entry (net CONE) of a peaking unit. The net CONE represents the levelized annual cost of
building and operating the peaking unit less any revenues earned in the energy and ancillary
service markets. In addition to compliance with all applicable environmental permitting and
local performance requirements, a peaking unit must be “the lowest fixed and highest variable
cost among all other units’ technology that are economically viable” under the NYISO Market
Services Tariff (Section 5.14.1.2).

The NYISO retained NERA Economic Consulting (NERA), assisted by Sargent & Lundy (S&L), to
make recommendations on the 2014/17 demand curves. NERA and S&L produced a report that
utilized two reference technologies: (1) a Siemens F-class frame combustion turbine (CT) for the
New York Control Area (NYCA) and a GE LMS100 aeroderivative CT coupled with selective
catalytic reduction (SCR) in the more environmentally constrained regions of southeast New
York.> NERA/S&L selected the significantly more expensive aeroderivative CT with SCR
because, in their judgment SCR is “unproven as a control technology for the large frame gas
turbines” (p. 8) in simple cycle applications. For heavy duty frame units, NERA/S&L explained
“The use of selective catalytic reduction (SCR) technology for NOx control is problematic
because exhaust gas temperatures in simple-cycle mode exceed 850°F. Past experience with SCR
control on simple cycle frame units have shown that such high exhaust gas temperatures

irreversibly damage the catalyst. Due to the problems with controlling exhaust temperature for

3 Independent Study to Establish Parameters of the ICAP Demand Curve for the New York
Independent System Operator Final Report, NERA Economic Consulting, August 2, 2013.
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inclusion of selective catalytic reduction technology and the high operating cost, the SGT6-

5000F(5) in simple cycle operation with an SCR was not evaluated.” (p. 19)*

The NYISO Board of Directors received written comments and oral argument that questioned
this judgment in light of recent developments in SCR technology and catalysts, commercial
interest in the frame CT / SCR configuration, and a recently commissioned and operating plant in
California (Marsh Landing) that employs the technology. These comments highlighted the large
premium in Net CONE for the LMS100 technology and argued that in light of the Marsh Landing
installation the LMS100 does not meet the tariff requirements of “lowest fixed, highest variable
cost” proxy plant. The magnitude of this premium can be seen in relative capital cost figures. In
Zone ] New York City the estimated overnight capital cost of the SGT6-5000F(5) frame unit with
SCR is $1,151/kW while the capital cost of the LMS100 with SCR is $1,858/kW, a 61%
premium.> Higher premiums are observed in Zone K Long Island (67%) and Zone G Lower
Hudson Valley (71% for both Dutchess and Rockland Counties). For reference, note that the
overnight capital cost of adding an SCR to the SGT6-5000F(5) is about $86/kW in Zone C and F.
Capital costs are an important determinant of net CONE, along with operating costs and market

revenues.

These large price premiums merit a second look at the feasibility of practicably constructing and
operating an F-class frame SCCT with SCR emission controls. In order to examine this issue
more closely and to obtain an additional independent opinion, the NYISO retained The Brattle
Group (Brattle), who in turn retained Licata Energy & Environmental Consultants Inc. (Licata) to

provide engineering expertise and support.

*  NERA/S&L also cited two previous unsuccessful deployments of frame gas turbines with SCR in
Kentucky and Puerto Rico, but do not cite two subsequent successful projects in California, other than
to note that a third (Marsh Landing Generating Station) was only recently completed. See Proposed
NYISO Installed Capacity Demand Curves for Capability Years 2014/2015, 2015/2016 and 2016/2017,
New York ISO, September 9, 2013, pp. 13-14.

> These figures are taken from Table 3 and Appendix B of Proposed NYISO Installed Capacity Demand
Curves for Capability Years 2014/2015, 2015/2016 and 2016/2017, New York ISO, September 9, 2013.
We note that the LMS100 figures include negligible (<1%) capacity adjustments for temperature and
relative humidity (see Table 1) while those for the SGT6-5000F(5) do not. The same caveat applies to
the net CONE figures.
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ll. Objectives and Process

To assess whether the F-Class frame CT with SCR represents an economically viable option,

there are several considerations and key questions that need to be answered, including:
e Feasibility: What engineering challenges are involved and how are they resolved?
e Compliance: Can a frame CT with SCR comply with applicable environmental limits?
e Commercial Status: Is the technology available in the market?

e Operating experience: What is known about the actual performance of frame units with
SCR?

e Costs: How much would it cost to construct, operate and maintain?

Because of the short timeframe, the due diligence process was open and collaborative, involving
NYISO staff familiar with the issue, as well as S&L and NERA experts involved with the initial
report. In addition, Mitsubishi Power Systems Americas, Inc. (MPSA) provided general
information on SCR system design, construction and operation as well as relating their
experience in modeling flow dynamics, designing, installing and servicing various high-
temperature SCR applications, including the SCR system at Marsh Landing. On October 25,
MPSA hosted a day-long meeting at the Savannah Machinery Works that was attended by
Brattle, Licata, NYISO staff, and S&L personnel, and presented overviews of SCR design and
engineering, catalyst performance characteristics as well as confidential and proprietary
information relevant to MPSA design and implementation of successful high-temperature SCR

applications.
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Brattle and Licata also collected technical data in the form of manufacturer’s specs, reference lists
and published papers, reviewed air permits and siting applications from CT/SCR projects
including but not limited to Marsh Landing, and publicly available operational data from Marsh
Landing. In addition, we contacted vendors, engineering firms, and catalyst providers to assess

the technical and commercial status of relevant components.

lll. Selective Catalytic Reduction for NOx Control on Gas Turbines

Selective catalytic reduction (SCR) is a widely-used post-combustion emission control technique
whereby vaporized ammonia is injected into the combustion exhaust gases before they pass
through a catalyst bed. In the presence of the catalyst, nitrogen oxides (NOx) react with oxygen
and ammonia to produce nitrogen and water. Small amounts of ammonia that are not consumed
in the reaction result in small levels of ammonia stack emissions, known as ammonia slip, which
increase as the catalyst degrades over time. Catalyst has a finite lifetime, and must be replaced

when no longer effective and/or ammonia slip reaches impermissible levels.

The performance of an SCR system depends primarily on the temperature of the exhaust gas as it
passes through the catalyst. Although catalyst formulations have provided a continuum of
temperature ranges, these are typically described by three temperature ranges for optimal NOx
reduction. A “normal” catalyst operates well at approximately 650° F, a “mid range” catalyst
operates well between 800 and 900 °F, and a “hot” catalyst (generally zeolite based) can operate
above a temperature of 1,100 °F, although the effectiveness of NOx removal declines as a function

of the exhaust gas temperature. This is shown in Figure 1.
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Figure 1: Typical Effective Catalyst Ranges
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Conventional vanadium/titanium catalysts are commonly used in SCR applications, and have an
optimal operating temperature in the 600 to 750 °F range. Temperatures above 900 °F can cause
permanent damage to vanadium/titanium catalysts, thus requiring the use of high temperature
zeolite catalysts and/or air tempering systems that can reduce exhaust gas temperatures prior to

introduction into the catalyst.

Air dilution or tempering systems inject unheated air into the turbine exhaust stream, where the
amount of air injected is a function of the desired temperature reduction corresponding to the
choice of catalyst. Another factor that contributes to catalyst performance is the degree of
temperature variation in the flue gas as it passes through the catalyst bed. Optimal catalyst

performance requires a fairly narrow range of temperature distribution:

In addition, the exhaust flue gas temperature distribution at the inlet to the
oxidation catalyst is typically restricted to +10°F of the given design bulk average
temperature, and at the same time typically should not to exceed +25°F absolute
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temperature mal-distribution at the catalyst face. For instance, for a given
temperature of 850°F the allowable temperature mal-distribution is 840 +25°F to
860 +25°F.¢

Catalyst vendors also have to stipulate other SCR inlet distribution conditions in order to
maintain guaranteed levels of ammonia slip. For example, the ratio of ammonia to NOx, and the
inlet gas velocity has to be within +10% and +15% of design values, respectively, for Haldor

Topsoe and Cormetech to guarantee 5 ppm ammonia slip.

The efficacy of air dilution systems for temperature reduction and uniformity depends primarily
on engineering design, which is validated through the use of various proven modeling
techniques. Catalysts that operate at higher temperatures tend to be more expensive, less
efficient, and less durable. Vanadium-based catalysts also can be regenerated, which lowers
operating costs. This creates a fundamental tradeoff between the cost of using a high

temperature catalyst and the capital and operating costs of an air dilution system.

SCRs are used extensively in power generation applications including coal, oil, and combined
cycle power plants. The application of SCR for gas combined cycle is more straightforward
because exhaust gas temperatures are lower, near the 600-700 °F range, allowing for the use of
“normal” catalysts. With the significant increase of the use of SCRs in coal-fired and gas
combined cycle plants, both the catalyst and OEM vendors have developed significant
improvements in computational fluid dynamics (CFD) and physical flow modeling. These

enhanced modeling techniques are being applied to simple cycle projects.

The majority of recent SCR applications in simple cycle mode have been in aeroderivative gas
turbines. These turbines have exhaust gas temperatures in the 750-975 °F range. In these
applications, the high temperature and non-uniformity of the exhaust gas make it harder to
effectively utilize the catalyst surface area. A number of aeroderivative simple-cycle gas turbines
have been built with air dilution systems to protect the catalyst and extend catalyst life. These
systems exhibit the same type of tradeoffs among the cost of the catalyst, the cost of the air

dilution system and potential performance penalties (e.g., backpressure from air tempering that

6 “Integrated Exhaust System for Simple Cycle Power Plants” by Dr. Mark Buzanowski, Energy Tech

Magazine, April 2011.
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might reduce turbine output). Our review of SCR and catalyst vendor reference lists reveals
dozens of mid-to high-temperature simple cycle turbine SCR installations in the U.S. since the
mid-1990s. For these applications, catalyst vendors formulate a substantial variety of catalysts
with a wide range of optimal temperatures between 800 and 1000 °F, and both the SCR systems
and the catalysts are mature technologies that continue to improve through experience and
innovation. F-class frame gas turbines exhibit exhaust gas temperatures can be in the range of
1050 to 1150 °F, ideal for combined cycle and cogeneration applications. The heat recovery
systems in combined cycle configurations lowers exhaust gas temperatures into a range where
conventional catalysts can be used without dilution air for SCRs. The application of SCRs on
simple cycle frame turbines presents significant challenges due to the very high temperatures of
the exhaust gas stream. However, these challenges are not fundamentally different than those
faced when applying SCR to aeroderivative turbines. In both applications, potential engineering
solutions need to balance tradeoffs between catalyst choice, and the cost and performance
impacts of air tempering systems. These tradeoffs are more difficult to manage in frame-type
turbines, but are not insurmountable with proper design, testing and construction. SCRs for any
thermal power plant are not “off-the-shelf” products in any case, as there are a significant
number of engineering and design intricacies that need to be solved for any given application
and site-specific conditions. The challenge of applying SCR to simple cycle frame-type turbines
has led to few installations of SCRs and comparatively less data available on the operational
performance of such systems. Nevertheless, there are numerous SCR applications that
experience exhaust gas temperatures well in excess of 800 °F as verified through catalyst vendor
reference lists. The issue to consider here, therefore, becomes how engineering tradeoffs are

managed and solved, and at what cost.

The nature of the engineering solutions implies that existing publicly available information will
be sufficient to judge the commercial status of the technology. The primary engineering
challenges of installing an SCR on a simple cycle combustion turbine (both frame and
aeroderivative) is threefold: (1) reduce exhaust gas temperature into an economic/reliable
catalyst range, typically with dilution air; (2) achieve a uniform distribution of temperature,
velocity, and NOx in a vertical plane as the combustion gas combined with vaporized ammonia
enters the catalyst banks; and (3) accomplish the combustion gas conditioning with minimal
backpressure. If an engineering design accomplishes these three things simultaneously, the back-
end SCR is a conventional, proven technology, provided that one has selected an appropriate

catalyst for the resulting temperature/conditions. Moreover, accomplishing (1) - (3) is primarily
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a matter of engineering a system that, aside from air fans and ammonia injection (both mature
technologies) has no moving parts and (provided thermal expansion issues have been properly
accounted for), is thus not prone to fail over time due to typical failure mechanisms. Other
things can and do go wrong with turbines and SCRs - but that is endemic to the conventional
proven technologies, not necessarily a function of the engineering design required to match a
combustion turbine unit to an SCR. This perspective suggests that the efficacy of an engineering
solution to applying SCR to a frame turbine is revealed mostly in the fact that it works initially,
e.g., once it is commissioned and operating within permitted levels. It may not require years of

operating data to prove commercial viability of the approach.

IV. Environmental Requirements

In order to obtain permits, new stationary electric generating sources must undergo technical
reviews that set limits on air emissions. Table II-5 of the NERA report outlines the requirements
for air emissions. Most relevant to this assessment is the Lowest Achievable Emission Rate
(LAER) which NERA and S&L determine is <2.5 parts per million (ppm) for nitrogen oxides
(NOx) in non-attainment areas such as New York City, Long Island, and the lower Hudson
Valley, an emission rate obtainable only through SCR. Other applicable limits include 3 ppm for
carbon monoxide (CO) and 1 ppm for volatile organic compounds (VOCs), achieved through an

oxidation catalyst installed in the SCR; and 5 ppm for ammonia slip.

Based on the review of the USEPA’s RACT/BACT/LAER Clearinghouse, recent air permits issued
in the U.S. for gas turbine installations (combined and simple cycle), published technical papers,
and performance guarantees provided by SCR OEMs and catalyst vendors, we believe the
following table contains the permitting levels likely to apply to new sources in the near future

(emissions stated in ppmdv corrected to 15% O2):
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Table 1: BACT and LAER Emissions Limits

NO, Ammonia Slip

BACT 25 5-10
LAER 2 5

These levels are slightly lower than estimated by NERA/S&L, however that should not affect the
assessment of either SCR option for BACT or LAER compliance. In particular, although
NERA/S&L assessed BACT as 3 — 5 ppm for NOx, this limit was avoided by restricting hours of
operation below the project significance threshold established in the NYSDEC regulations (6
NYCRR part 231), and therefore did not require the use of SCR on the frame combustion turbine

outside of southeastern New York.

On September 20, 2013, the US EPA re-proposed New Source Performance Standards for CO:
emissions from electric generating units under Section 111(b) of the Clean Air Act. The NSPS
for natural gas-fired combustion turbines was set at 1,100 Ib. CO2/MWh for units at or below 850
mmBTU/hr and 1,000 Ib. CO2/MWh for units above 850 mmBtu/hr. These standards are readily
met for combustion turbines in combined cycle application, but are challenging for many simple
cycle turbines. Neither the LMS100 nor the SGT6-5000F5 with SCR in simple cycle mode would
comply with these limits.” However, the EPA exempted units with annual capacity factors
below 33% from the emission rate requirement on the premise that new combustion turbines
intended for peaking applications would be dispatched below the 33% capacity factor. A
capacity factor of 33% is equivalent to 2,920 hours of operation at maximum output. This
capacity factor was not exceeded in the NERA analysis for any unit evaluated except for the units
located in Zone K Long Island, where both the LMS100 and the F-class frame units operated at

capacity factors above 33%.

7 Using S&L figures, the LMS100 in New York City has a heat input of 914 mmBtu/hour and 1,085 Ib.
COz2 per MWh, while the larger SGT6-5000F5 has a CO2 emission rate of 1,209 Ib. per MWh.
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The proposed NSPS is not a current requirement for either frame or aeroderivative simple cycle
combustion turbines and therefore does not impact the proxy plant recommendations. While
the proposed NSPS for CO2 may be promulgated as a final regulation during the 2014/17 Demand
Curve Reset period, it is currently a proposed rule that will be subject to public comment once it
is published in the Federal Register. As such, it is uncertain how a final NSPS for electric
generating units will impact the combustion turbine technology evaluated in this demand curve
reset. Further, the proxy plant recommendations we are suggesting here would remain
unchanged if the proposed NSPS, as currently drafted, was a current regulatory requirement for
combustion turbines. Each technology (LMS100 and the SGT6-5000F5) would be required to
take an annual operating limit of 2,920 hours in order to qualify for the exemption from the
NSPS.8 Taking such an operational limitation would not change the determination of the “lowest
fixed, highest variable cost” unit for any of the demand curve areas. An annual limit on
operating hours, however, would lower the energy revenues available for the Long Island proxy

plant and therefore raise the Net CONE value for the proxy plant.

Dry closed cycle cooling will be required in most regions in New York. It is possible that local
safety requirements may be imposed for ammonia delivery and storage; however, they would
apply equally to the any SCR installation and thus do not affect our assessment. Different
options such as anhydrous, aqueous or (dry) urea have different capital, operating and reagent

costs. NERA/S&L assumed 19% aqueous ammonia in their assessment.

V. Commercial Experience

We found several permit applications for new frame combustion turbines with SCR, with the
earliest being the application for the Pastoria facility expansion proposed in 2005. While at least
two proposed new frame CT peaking plants with SCR were never built (Pastoria in California

and Bridgeport in Connecticut) the permit applications contain information regarding projected

8  This assumes all hours at maximum MW output, so the hourly limit could be expanded somewhat to
account for partial load operation.
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performance characteristics and perspectives on the commercial development of SCR technology

relevant for frame turbine applications. These are discussed in Appendix A.

Several SCRs have been installed on simple cycle frame units. While it is true that two early
installations failed to operate properly (the Puerto Rico Electric Power Authority [PREPA] plant
in Puerto Rico and the Riverside Plant in Kentucky) there are also examples where the
technology has been made to work, such as the Marsh Landing, SMUD McClellan, and McClure
generating stations. The fact that SCRs do not always perform as intended is in many cases due
to an engineering shortcoming rather than a technical infeasibility. SCR systems are engineered
products that need to be customized to the particular application and site being considered. Thus
material selection, flow distribution, air tempering and vaporizing systems, among others, play
an important role in the successful performance of an SCR. The challenges with SCR operation
are not unique to frame units; we are also aware of a number of operational shortcomings of
SCRs in aeroderivative gas turbine applications, despite a generally successful track record over

time.

The Sacramento Municipal Utility District (SMUD) owns and operates the McClellan power
plant, which commenced commercial operations in 1986 and consists of a General Electric 7E
simple cycle frame turbine with a 77 MW nameplate rating. The unit was fitted with an SCR in
2004 but operates very infrequently, averaging about 50 hours per year. The maximum exhaust
gas temperature is over 1,000 °F, and although it does not include a tempering air system the
system achieves a 90% NOx removal rate. As far as we are able to determine, the SCR system has

worked as intended.

Another frame simple cycle gas turbine with an SCR that is currently in operation is the Modesto
Irrigation District (MID) McClure power plant in California. It consists of a simple cycle GE
MS7001B gas turbine that can fire on both natural gas and ultra-low sulfur diesel (ULSD). In late
2005 the plant was fitted with an SCR including a tempering air fan system to reduce gas turbine

flue gas temperature from its maximum operating temperature of about 970 °F. The plant
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operates about 500 hours per year (about 25% on ULSD) and achieves 90% NOx removal using

29% aqueous ammonia as the SCR reagent.

The Marsh Landing Generating Station consists of four Siemens SGT6-5000 F4 simple cycle gas
turbines (190 MW each) each fitted with tempering air systems, SCR and oxidation catalyst for
NOx and CO control. It began commercial operations in early 2013. The turbines have maximum
operating temperature of over 1,100 °F and the SCR reactor and tempering air fans were designed
to minimize back pressure. The Marsh Landing design exit temperature from the turbine was
1,146 °F. During acceptance testing the flue gas was cooled at the catalyst face to the average 849
°F with a maximum variation of + 20 °F and - 30°F, all of which meet the catalyst vendor’s
specification and demonstrated that the cooling system worked as modeled. The system achieves
an 87% NOx removal rate, and is permitted at 2.5 ppm (1-hour average) and 20.83 Ib/hour for
NOx emissions during normal operation, with allowances made for startup, shutdown, and

periods of significant (25 MW/Min) ramping.

We reviewed publicly available CEMS data to assess the performance of these units. ° Data was
available starting in March of 2013 for units 1 and 2, and starting in April 2013 for units 3 and 4.
The data in Table 2 shows the distribution of hours that each unit has operated at a certain
output level. Although the units were originally rated at 190 MW, the units each have exceeded
this output level between 11% and 26% of their operating hours, and each has attained over 200
MW.

® CEMS data was available from the Ventyx Energy Velocity Suite through June 30, 2013, spanning a
total of 425 operating hours. Preliminary CEMS data for the third quarter of 2013 was made available
on the EPA website on October 31, 2013 and included a total of 82 operating hours. In the
preliminary CEMS data NOx emissions were rounded down to the nearest integer, and only gross
generation was reported.
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Table 2: Marsh Landing Hourly Output Levels

Unit
Output Range 1 2 3 4
0 <MW <50 26 23 27 20
50 <= MW < 100 11 11 17 10
100 <= MW < 150 36 34 63 34
150 <= MW < 190 39 21 18 22
190 <= MW 39 20 16 20
Total 151 109 141 106
Maximum Hourly Output, MW 203 201 205 205

Source:
CEMS data from EPA

We have also analyzed the emissions performance of each unit using the CEMS data. In Table 3

we show the number of hours in which each unit appears to exceed an emission limit according

to the CEMS data. We have distinguished normal operating hours from hours that include a

startup, a shutdown, or significant hour-to-hour ramping.!°

Table 3: Marsh Landing NO, Emissions Performance

Unit Start EPA  End EPA Startup,  Hours Normal Hours Total Total % Over
Reporting  Reporting Shutdown, Over Hours Over Operating Hours Limits
and Ramping  Limits Limit Hours Over
Hours Limits
1 3/12/2013  9/30/2013 66 2 85 0 151 2 1.3%
2 3/12/2013  9/30/2013 57 0 52 2 109 2 1.8%
3  4/14/2013  9/30/2013 74 0 67 3 141 3 2.1%
4 4/17/2013  9/30/2013 60 0 46 0 106 0 0.0%
Total 257 2 250 5 507 7 1.4%
Source:
CEMS data from EPA

10 The hourly CEMS data is not granular enough to accurately account for startup, shutdown, or ramping

periods as defined in the permit. Given these limitations, for example, we define startup hours as

spanning the two operating hours that include the initial hour of initial power output.
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Although the CEMS data is very limited (and not generally suited for determining compliance
with complex permit conditions) we have identified a small number of hours where the data
shows emissions apparently over the applicable limits (in allowable 1b. NOx per hour), accounting
for 1.4% of the total operating hours. Data limitations prevent us from identifying the particular
circumstances that led to these observations, although some hours appeared to have data
anomalies. Significant intra-hour ramping, permissible combustor tuning, equipment tests,
turbine operating issues, or upsets from various causes could explain these figures and remain
compliant with permit terms, but that information is not available from CEMS data. In Table 4
we show the fraction of normal operating hours in which emissions rates were below the 1-hour

2.5 ppm limit set in the permit.!!

Table 4: Marsh Landing Distribution of Hourly NO, Emissions

Unit
1 2 3 4  Total
Number of Normal Operating Hours 85 52 67 46 250

Hours with emissions < 2.5 ppm
Number of Hours 76 48 58 44 226
As % of Normal Hours 89%  92% 87%  96% 90%

Hours with emissions < 2 ppm
Number of Hours 5 46 35 41 127
As % of Normal Hours 6% 88% 52% 89% 51%

Source:
CEMS data from EPA

This table shows that hourly NOx emissions were below 2.5 ppm in 90% of the hours, and
emissions were below 2 ppm about half of the time. In order to benchmark these results, we
examined CEMS data for two facilities with LMS100 turbines and SCRs (Waterbury in
Connecticut and Panoche in California). These plants displayed similar patterns of dispersion in
emissions or emission rates, with occasional excursions beyond simple permit terms. This
suggests that a frame class gas turbine fitted with an SCR operating in simple cycle mode can
meet operational requirements consistently and as effectively as SCRs fitted on aeroderivative

turbines. Graphs depicting the emission performance of the Marsh Landing units are provided in

11 We note that the permit allowed 3-hour averaging for any hour that included a ramping minute above

25 MW/min, a flexibility not captured in this analysis.
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Appendix B. These graphs show that there were only 4 hours where emissions exceeded the 45.1
Ib/hr startup limit. We cannot tell if any special testing was conducted during these periods or if
an excusable equipment malfunction occurred. Two of the excursions occurred during startup
on Unit 1. Unit 4 (the last unit to startup) had no excursions which may indicate that plant

personnel are gaining experience holding emissions within the permit conditions.

The Puerto Rico Electric Power Authority (PREPA) Central Cambalache unit in Puerto Rico
consists of three diesel-fired frame combustion turbines. SCR and air tempering systems were
retrofitted to lower NOx emissions from 42 to 10 ppm. The SCRs failed to operate as expected
from 1999 to 2001, when the SCR systems were eventually removed. The failure appears to have
been caused by catalyst poisoning resulting from SO2 and heavy metals emissions arising from
the use of a grade of fuel oil which did not meet the manufacturer’s requirements. Because the
failure mechanism appears to arise from mis-fueling the unit, the PREPA facility does not inform
an assessment of SCR applicability to frame combustion turbines. Further, the proxy plant
recommended will predominately fire natural gas and burn ultra low sulfur diesel (ULSD),
considered a much “cleaner” blend than the fuel oil used in Puerto Rico, for limited hours as a
backup fuel. Finally, a coated catalyst was used on this project. This type of catalyst is no longer

used and has been replaced by more advanced catalyst designs.

Another installation of a SCR system with tempering air took place in 2001 at the Riverside
Generating Company facility in Kentucky, consisting of five Siemens 501F combustion turbines
fired exclusively on natural gas. The SCRs were installed voluntarily to reduce emissions in
order to increase permitted operating hours, but did not successfully achieve the desired emission
reductions and eventually were deactivated. We could not identify or locate public information
regarding the failure mechanism or causes of the underperformance of the system. However,
sources at MPSA that evaluated the specifics of the SCR issues at Riverside reported that the
cooling air fans were rated at 400 HP and believed that the fans were not properly sized (by
comparison, the fans at Marsh Landing are rated at 2,300 HP). In interviews with personnel
involved in the design of the unit, one stated that there were issues with the selection of material

used in construction and the unit experienced problems with thermal growth, causing seals to

15 | brattle.com



fail. Another source reported that the catalyst was installed improperly and was heavily
damaged in operation. In addition, a coated catalyst was used on this project. This type of

catalyst is no longer used and has been replaced by more advanced catalyst designs.

VI. Commercial Status: Conclusion

SCR systems are commercially available for frame combustion turbine units, which have
demonstrated performance in line with their environmental permits. Although this market is in
early stages of development, there has been significant commercial interest in serving this market
for roughly a decade. Advances in cost, operation and achieved emission rates have occurred
incrementally. Accordingly, we believe that enough experience has been obtained to make this
option commercially available to achieve applicable environmental standards in New York.
Given the economics of a frame-type turbine relative to an aeroderivative turbine in peaking
applications, we expect that suppliers will continue to innovate and improve the technology in

order to capture significant share of new plant builds.

The experience of Marsh Landing represents a significant milestone, although it represents a
logical progression in SCR innovation. Mitsubishi has applied for a patent on the air tempering
system, although this should not constrain the market from the standpoint of suppliers, either
through licensing or parallel innovation. For example, we understand that both Siemens and
Vogt Power (part of Babcock Power) plan to enter this market. Mitsubishi continues to develop
and market the frame combustion turbine SCR combination, and has actively bid on several

projects.

There are several catalyst manufacturers that supply catalysts for combustion turbines. Although
most of the catalyst deliveries thus far were undoubtedly made to aeroderivative units, these
vendors clearly have formulated a variety of mid- to high-temperature catalysts that may be

applicable to frame unit applications with tempering air systems. These vendors include:
Cormetech: The Cormetech reference list has 75 high temperature projects with 160 units. 52 of

the projects were on gas turbine applications. Cormetech performed their first SCR installation
in 1995 and their temperature applications range from 800 °F to 1,000 °F.
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BASF: BASF has a reference list that shows that they provided catalyst on 9 simple cycle
turbines, including units served by Research Cottrell. BASF began providing catalysts for SCR
applications in 1999 and currently produces only high temperature catalysts.

Ceram: Their reference list has 26 gas turbine applications including sites in the US and
worldwide.

Haldor Topsoe: Has an extensive list of simple cycle applications. Their list shows 134
installations, most of which are located in the US. Haldor Topsoe’s first SCR application was in
1999. Their 9xx series catalyst is designed to operate 800 °F, the 6xx series operates at 930 °F, and
for units not using cooling air the 3xx series can operate at 1,000 °F.

These four catalyst manufactures have confirmed in writing that they provide performance
guarantees on their products that will meet the BACT and LAER permitting requirements

presented in Section IV.

VIl. Considerations for Selecting Proxy Unit and Recommendation

The criterion that a reference unit be “economically viable” is open to some degree of
interpretation. At a minimum, the unit should comply with environmental requirements and be
commercially available. SCR’s have demonstrated compliance with applicable emission limits
when installed on frame-type combustion turbines. Although in an earlier stage of commercial
experience than SCR on aeroderivative units, the technology is sufficiently mature in the

commercial market to be considered economically viable.

We note that an earlier Demand Curve Reset recommendation was made based on a newer
generation turbine that at the time had not yet gained widespread use in the utility-scale power
market. In the 2007 Demand Curve Reset, NERA/S&L recommended using the GE LMS100
aeroderivative turbine despite the fact that only one such plant was then currently in operation.
NERA/S&L examined the LMS100 technology and determined that its performance and cost
characteristics made it a likely choice in the future, supported by significant order queue and a
proposal for LMS100 then being evaluated in the NYISO interconnection study process. We
believe that the likely performance and costs for frame-type combustion turbines with SCR will
encourage more widespread adoption of this technology in the future, albeit at a slower pace

than anticipated in the 2007 analysis of LMS100 turbines.
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Given our analysis we recommend that a frame unit with SCR be considered as the proxy unit

for zones in New York that require strict NOx controls.

VIll. Cost and Revenue Estimates

The involvement of MPSA enabled review of the assumptions that S&L made for costs of an SCR
applicable to the Siemens SGT6-5000F(5), which was requested in the NYISO report.!? The units
at Marsh Landing were slightly earlier version Siemens SGT6-5000F(4) units that had slightly
lower nominal capacity ratings and minor differences in performance characteristics, such as
slightly higher exhaust gas temperature and did not have dual-fuel capability. The SCR that
required for the Siemens F5 turbine would be about 18% larger by volume than the Siemens F4
turbines in Marsh Landing project. This larger application for the F5 turbine is within normally
accepted scale-up parameters and new physical flow and CFD models would be run to validate

any specific necessary changes in design.

S&L authorized the limited release of proprietary model data to MPSA so that MPSA could
provide an indicative cost estimate for an applicable SCR. In its request, The Brattle Group

included the following:

This is a request for engineering data on an SCR system capable of achieving
specific emissions limits when installed on the reference unit frame combustion
turbine currently modeled in the New York Independent System Operator
Demand Curve Reset process. When preparing the requested engineering data
and/or indicative costs, please provide information that in your judgment provides
the maximum degree of confidence in the long-run performance of the system to
consistently attain the emission limits and expected performance of the turbine.
The engineering design should be consistent with one that Mitsubishi would
provide warranty coverage for a time period consistent with industry standards
for commercial unit operation.

12 Proposed NYSIO Installed Capacity Demand Curves For Capability Years 2014/2015, 2015/2016 and
2016/2017 Final, New York Independent System Operator, September 6, 2013.
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In reply, MPSA indicated that they had “reviewed the performance data and input assumptions
and can confirm that these are very similar design considerations to ours and the resulting costs
that were in the NERA [report] for the simple cycle SGT6-5000F(5) are comparable to what we
would estimate.”’® This was additionally confirmed in discussions held on October 25, 2013 in

Savannah.

We have identified no material changes in costs or performance attributes from the NERA/S&L
estimates summarized in the NYISO Report of September 9, 2013. Accordingly, those costs
should be used to estimate net CONE and derive new demand curve recommendations for ISO

consideration.

Additionally, we confirmed through discussions with MPSA that although they believe that the
Marsh Landing units could be capable of 10 minute start to full capacity output (or that it could
be designed to do so at some additional cost) the commissioning tests conducted prior to
operation did not demonstrate that capability. Therefore, we also recommend retaining the
assumption that the proxy unit qualify only for 30-minute non-spin reserve for estimating

operating revenues.

IX. Effects on CONE and Demand Curve Parameters

NERA and S&L agreed to run their models for demand curve estimation with the costs and
performance parameters of the F-Class frame turbine with SCR, which were previously reported
in Appendix B: SGT6-5000F (5) GT with SCR of the September 6, 2013 NYISO Report. Table 5
shows the impact on demand curve parameters from adopting a single F-Class frame turbine with
SCR as the proxy unit in New York City, Long Island and the new Capacity Zone Z (the New
York Control Area NYCA did not change), and the corresponding parameters from Appendix A:
NYISO’s Recommended Demand Curve Parameters and Demand Curves from the September 6,
2013 NYISO Report. These figures include the adjustments for temperature/relative humidity

and the NYISO recommended Zero Crossing Points that were indicated in that report.

13 E-mail from Rand Drake (MPSA) to Marc Chupka (Brattle), October 22, 2013.
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Table 5: Changes in Demand Curve Parameters

2014/2015 Demand Curve Parameters NYCA NYC LI NCz

September 6, NYISO Report

ICAP Max Clearing Price ($/kW-mo) 13.50 36.83 30.96 28.10

Reference Point ($/kW-mo) 8.84 25.57 13.28 17.86

Zero Crossing (% of req) 112.0 118.0 118.0 115.0

Summer DMNC (MW) 210.1 185.5 188.0 186.3

Annual CONE ($/kW-yr) 107.98 294.6 247.7 224.79

Annual EAS Revenues ($/kW-yr) 18.48 54.5 114.6 53.06

Annual Net CONE ($/kW-yr) 89.50 240.11 133.07 171.73
Brattle-Licata Report

ICAP Max Clearing Price ($/kW-mo) 13.50 26.14 20.88 18.80

Reference Point ($/kW-mo) 8.84 18.55 7.96 12.14

Zero Crossing (% of req) 112 118 118 115

Summer DMNC (MW) 210.1 208.8 210.7 209.4

Annual CONE ($/kW-yr) 107.98 209.14 167.02 150.44

Annual EAS Revenues ($/kW-yr) 18.48 33.49 86.67 32.77

Annual Net CONE ($/kW-yr) 89.50 175.65 80.35 117.67

Percent Change

ICAP Max Clearing Price 0% -29% -33% -33%

Reference Point 0% -27% -40% -32%

Zero Crossing 0% 0% 0% 0%

Summer DMNC 0% 13% 12% 12%

Annual CONE 0% -29% -33% -33%

Annual EAS Revenues 0% -39% -24% -38%

Annual Net CONE 0% -27% -40% -31%

As expected, the substitution of the F-Class frame turbine for the LMSI100 resulted in a
significant reduction in Reference Points and Maximum Clearing Prices, while the Dependable
Maximum Net Capability (DMNC) increased due to the larger frame unit. The reference points
fell by 27% in New York City, 32% in the New Capacity Zone and 40% in Long Island (although
the potential impact of reduced operating hours due to the CO2 NSPS was not modeled for Long
Island). The Maximum Clearing Price was also lower, particularly in Long Island where it was
33% lower and in the New Capacity Zone where it was also 33% lower. The adoption of the F-
Class frame unit with an SCR as a proxy unit in environmentally constrained areas of New York
would have a significant impact on capacity prices in the relevant zones. Appendix C shows
additional results and graphs depicting the resulting demand curves for 2014/2015, 2015/2016
and 2016/2017.
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Appendix A: Permitting

In assessing the viability of the use of SCR technology on simple cycle frame class gas turbines to
meet the required NOx emissions limits we have reviewed the permitting experience in other
jurisdictions. We have found that a number of permits have been issued for gas turbines with
SCR in simple cycle configuration for both new builds and retrofits. In general, emissions limits
are set by comparison with similar facilities (i.e. other simple cycle turbines), and are not
different for frame and aeroderivative turbines. We note the relevance of new build versus
retrofit permits. If a retrofit were to perform below expectations, the owner may have the
option to continue to operate the plant without the SCR. The stakes are much higher for new
builds, given that the inability to meet the performance standards set forth in its permit could

prevent the plant from commercial operations and put the entire project investment at risk.

The record shows that other jurisdictions have permitted the development of simple cycle gas
turbines with an SCR. Below we discuss the experience in the MID McClure and Marsh Landing
power plants in California, a state with some of the tightest emission control requirements in the
country. We also reviewed permitting issues for the proposed Pastoria Energy Facility Expansion

(CA) and the Bridgeport Peaking Station (CT).

The Modesto Irrigation District (MID) McClure power plant is located in Modesto, CA, and is
comprised of two generating units. On November 7, 2005, the San Joaquin Valley Air Pollution
Control District issued a permit to modify one of the turbines at the site. The permit allowed for
modification of one dual-fuel capable 49.5 MW General Electric MS-7000-1-B industrial frame
gas turbine engine fitted with an SCR. The project also includes a fresh air inlet blower used to
reduce the 969 °F exhaust gas temperatures to allow for the proper functioning of the SCR.
Emission limits are based on a three hour rolling average for NOx, and a 24 hour rolling average

for ammonia slip. The unit is also limited to a maximum of 1,500 operating hours per year.
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Table A-1: Operating Emission Limits for McClure Power Plant

McClure
Natural Gas  Diesel

NO, Emissions, Ib/hr 8.64 15.31
NO, Emissions, ppm 3.0 5.0
Ammonia Slip, ppm 10.0 10.0

Sources and Notes:

All emissions stated in ppmvs @ 15% O2.
McClure Authority to Construct Conditions.
November, 2005.

The California Energy Commission issued an order approving the Pastoria Energy Facility
Expansion in December 2006, located near the city of Bakersfield, California. The expansion
consisted of the installation of a 160 MW gas-fired General Electric 7FA combustion turbine
operating in simple cycle mode with a projected startup date of December 2011. The BACT
chosen to reduce NOx emissions was an SCR using anhydrous ammonia vapor, and included an
exhaust air dilution system to reduce exhaust temperatures below 850 degrees Fahrenheit. The
expansion was never pursued and the permit has since expired. Emissions limits are based on a

one-hour average for NOx and a 24 hour rolling average for ammonia slip.

Table A-2: Operating Emission Limits for Pastoria Energy Facility Expansion

Pastoria
Natural Gas  Diesel

NO, Emissions, Ib/hr 16.25
NO, Emissions, ppm 2.5
Ammonia Slip, ppm 10.0 10.0

Sources and Notes:

All emissions stated in ppmvs @ 15% O2.
Pastoria Energy Facility Expansion. California
Energy Commission Final Decision. December,
2006.

22 | brattle.com



The Commission stated that staff believes that an ammonia slip of 10 ppm is appropriate, and that
no performance data was available at the time for existing 7F simple cycle turbines to suggest

that a lower ammonia slip level would be feasible.

In June 2007 Earth Tech, Inc. prepared a Permit to Construct Application for Bridgeport Energy
II, LLC to support the proposed Bridgeport Peaking Station in Bridgeport, CT. Although the
plant was never built, the application supported the concept that an SCR on a simple cycle frame
gas turbine was feasible. The Application was for the installation of either two General Electric
model 7FA gas turbines or two Siemens model SGT6-5000F turbines for a total 350 MW of
simple cycle generating capacity. The units would fire primarily on natural gas, but would have
the capability to run on ultra-low sulfur diesel fuel. The units were proposed to have a limit on
operating hours and to be equipped with SCR technology to reduce NOx emissions to the Lowest
Achievable Emission Rate (LAER) prevailing at the time for combustion turbines. The
Application reflected an aim to “achieve the lowest NOx emissions of any simple-cycle “F” class

turbine operating in the United States.”

The application recognized the difficulty associated with installing an SCR in a frame turbine due
to the high temperatures of the exhaust gases. Thus they proposed the use of a cooling air system

to reduce exhaust temperature to a range in which the SCR can effectively operate.

Table A-3: Proposed Operating Emission Limits for Bridgeport Peaking Station

Bridgeport
Natural Gas  Diesel

NO, Emissions, Ib/hr 21-25 107-125
NO, Emissions, ppm 3.0 15.0
Ammonia Slip, ppm 6.0 6.0

Sources and Notes:

All emissions stated in ppmvs @ 15% O2.
Bridgeport Permit to Construct Application. June,
2007.
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On August 8, 2010 the Bay Area Air Quality District issued a Permit to Construct the Marsh
Landing Generating Station, located near the city of Antioch, California. The plant was
approved as a peaker plant to supply energy during times of high demand as well as provide
reliability to manage intermittent sources. The permit was issued for the installation of four
simple cycle Siemens SGT6-5000 F(4) gas turbines, each rated at 190 MW. Each GT is equipped
with a Mitsubishi SCR system for NOx using 19% aqueous NH3 and an oxidation catalyst for CO

and VOC control. The unit was permitted for natural gas fuel only.

The units at Marsh Landing were subject to BACT under the Bay Area Air Quality District’s New
Source Review regulations. For the case of nitrogen oxides, the District identified SCR, SNCR,
and EMx as post combustion NOx controls that can remove NOx from turbine exhaust gas. SCR is

a widely used post combustion control technology use on gas turbines at the utility scale.

In this permit the applicant selected SCR as the BACT for NOx. The District evaluated the risk
associated with ammonia slip, as well as potential environmental risks associated with the
transportation and storage of ammonia. In addition the District also evaluated the potential for
ammonia slip to contribute to the formation of particulate matter. While the District concluded
that these risks do not justify the elimination of SCRs as a control alternative, these risks must be
evaluated in a site specific context, given that particulate matter formation from ammonia slip

can be increased by cold temperatures.

The BACT emissions limit for NOx was set to 2.5 ppm at 15% O2 averaged over one hour. In
cases when changes in load are greater than 25 MW per minute the District allowed the 2.5 ppm
limit to be achieved over 3 hours, due to the inability to the NOx control to respond to rapid
changes in load. Ammonia slip was limited to 10 ppm three-hour average. The maximum NOx

emission during any one hour containing a startup period shall not exceed 45.1 lb/hr
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Table A-4: Operating Emission Limits for Marsh Landing Generating Station

Marsh Landing
Natural Gas  Diesel

NO, Emissions, 1b/hr 20.83
NO, Emissions, ppm 2.5
Ammonia Slip, ppm 10.0 10.0

Sources and Notes:

All emissions stated in ppmvs @ 15% O2.
Marsh Landing Final Determination of
Compliance. June, 2010.
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Appendix B: Marsh Landing CEMS Data
Figure B-1: Generation and emissions data for Marsh Landing Unit 1
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Figure B-2: Generation and emissions data for Marsh Landing Unit 2
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Figure B-3: Generation and emissions data for Marsh Landing Unit 3
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Figure B-4: Generation and emissions data for Marsh Landing Unit 4

+ Startup, Shutdown, and Ramping Hours ~ ®m Normal Hours

=== SU Hours NOx Emissions Threshold — — Normal Hours NOx Emissions Threshold
120
100 -
80 -
60 -
40 - . .
+ .
+*
20 —“‘6‘":‘-‘.‘--;-:-:0"0 ;0-';------ -------
+* & [ ]
. * nfam =
s MR S T R PV 'f
vy + ¢ PS
0 > T * T 1
0 50 100 150 200 250

Generation, MWh

27 | brattle.com



Appendix C: Demand Curve Parameters and Demand Curves

2014/2015
NYCA NYC LI NCZ
Annual Revenue Req. (per KW) $107.98 $209.14 167.02 150.44 $/kW-Year (ICAP basis)
Net Revenue (per kW) $18.48 $33.49 $86.67 $32.77 $/kW-Year (ICAP basis)
Annual ICAP Revenue Req. (per kW) = $89.50 $175.65 $80.35 $117.67 $/kW-Year (ICAP basis)
Net Plant Capacity - ICAP (MW) 206.50 205.30 206.77 205.60 Average Degraded Capacity
Total Annual Revenue Req. = | $18,481,512 | $36,060,780 | $16,613,783 $24,193,149
Ratio of Winter to Summer DMNCs 1.047 1.087 1.070 1.068 Adjusted from 2012 GB values
Summer DMNC 210.1 208.8 210.7 209.4 Net Summer Capacity (DMNC Rating Convention)
Winter DMNC 226.2 223.6 225.2 225.2 Net Winter Capacity (DMNC Rating Convention)
Summer Reference Point = $8.84 $18.55 $7.96 $12.14 $/kW-Month (ICAP basis)
Winter Reference Point = $5.41 $9.56 $4.85 $6.62 $/kW-Month (ICAP basis)
Monthly Revenue (Summer) = | $1,857,284 | $3,872,498 $1,677,514 $2,541,837
Monthly Revenue (Winter) = | $1,223,742 $2,137,463 $1,092,346 $1,491,109
Seasonal Revenue (Summer) = | $11,143,704 | $23,234,988 | $10,065,086 $15,251,021
Seasonal Revenue (Winter) = | $7,342,452 | $12,824,778 $6,554,077 $8,946,652
Total Annual Revenue = | $18,486,156 | $36,059,766 | $16,619,162 $24,197,673  |validates "Total Annual Revenue Req." is met
Demand Curve Parameters
ICAP Monthly Reference Point = $8.84 $18.55 $7.96 $12.14 $/kW-Month (ICAP basis)
ICAP Max. Clearing Price = $13.50 $26.14 $20.88 $18.80 $/kW-Month (ICAP basis)
Demand Curve Length= 112.0% 118.0% 118.0% 115.0%
2015/2016 Escalation Factor = 2.2%
NYCA NYC LI NCZ
Annual Revenue Req. (per KW) $110.35 $213.75 $170.70 $153.75 $/kW-Year (ICAP basis) - (LMS-100 updated)
Net Revenue (per kW) $18.88 $34.23 $88.58 $33.49 $/kW-Year (ICAP basis)
Annual ICAP Revenue Req. (per kW) = $91.47 $179.52 $82.12 $120.26 $/kW-Year (ICAP basis)
Net Plant Capacity - ICAP (MW) 206.5 205.3 206.8 205.6 Average Degraded Capacity
Total Annual Revenue Req. = | $18,888,106 | $36,854,117 | $16,979,286 $24,725,398
Ratio of Winter to Summer DMNCs 1.047 1.087 1.070 1.068 Adjusted from 2012 GB values
Summer DMNC 2101 208.8 210.7 209.4 Net Summer Capacity (DMNC Rating Convention)
Winter DMNC 226.2 223.6 225.2 225.2 Net Winter Capacity (DMNC Rating Convention)
Summer Reference Point = $9.03 $18.95 $8.12 $12.41 $/kW-Month (ICAP basis)
Winter Reference Point = $5.53 $9.77 $4.97 $6.76 $/kW-Month (ICAP basis)
Monthly Revenue (Summer) = [ $1,897,203 | $3,956,002 $1,711,233 $2,598,369
Monthly Revenue (Winter) = | $1,250,886 | $2,184,416 $1,119,373 $1,522,643
Seasonal Revenue (Summer) = | $11,383,218 | $23,736,012 | $10,267,399 $15,590,211
Seasonal Revenue (Winter) = [ $7,505,316 | $13,106,494 $6,716,239 $9,135,856
Total Annual Revenue = | $18,888,534 | $36,842,506 | $16,983,638 $24,726,068 |validates "Total Annual Revenue Req." is met
Demand Curve Parameters
ICAP Monthly Reference Point = $9.03 $18.95 $8.12 $12.41 $/kW-Month (ICAP basis)
ICAP Max. Clearing Price = $13.79 $26.72 $21.34 $19.22 $/kW-Month (ICAP basis)
Demand Cune Length = 112.0% 118.0% 118.0% 115.0%
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2016/2017 Escalation Factor = 2.2%
NYCA NYC LI NCZ
Annual Revenue Req. (per KW) $112.78 $218.45 $174.45 $157.13 $/kW-Year (ICAP basis) - (LMS-100 updated)
Net Revenue (per kW) $19.30 $34.98 $90.53 $34.22 $/kW-Year (ICAP basis)
Annual ICAP Revenue Req. (per kW) = $93.48 $183.47 $83.92 $122.91 $/kW-Year (ICAP basis)
Net Plant Capacity - ICAP (MW) 206.5 205.3 206.8 205.6 Average Degraded Capacity
Total Annual Revenue Req. = | $19,303,644 | $37,664,908 | $17,352,831 $25,269,357
Ratio of Winter to Summer DMNCs 1.047 1.087 1.070 1.068 Adjusted from 2012 GB values
Summer DMNC 210.1 208.8 210.7 209.4 Net Summer Capacity (DMNC Rating Convention)
Winter DMNC 226.2 223.6 225.2 2252 Net Winter Capacity (DMNC Rating Convention)
Summer Reference Point = $9.23 $19.37 $8.30 $12.68 $/kW-Month (ICAP basis)
Winter Reference Point = $5.65 $9.99 $5.08 $6.91 $/kW-Month (ICAP basis)
Monthly Revenue (Summer) = | $1,939,223 | $4,043,681 $1,749,167 $2,654,900
Monthly Revenue (Winter) = | $1,278,030 | $2,233,604 $1,144,148 $1,556,429
Seasonal Revenue (Summer) = | $11,635,338 | $24,262,087 | $10,495,001 $15,929,402
Seasonal Revenue (Winter) = | $7,668,180 | $13,401,625 | 96,864,888 $9,338,575
Total Annual Revenue = | $19,303,518 | $37,663,712 | $17,359,890 $25,267,977  |validates "Total Annual Revenue Req." is met
Demand Curve Parameters
ICAP Monthly Reference Point = $9.23 $19.37 $8.30 $12.68 $/kW-Month (ICAP basis)
ICAP Max. Clearing Price = $14.10 $27.31 $21.81 $19.64 $/kW-Month (ICAP basis)
Demand Cune Length=  112.0% 118.0% 118.0% 115.0%
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