
   
 

 

 

November 2, 2022 

 

 

 

Cru Stubley 

Public Service Commission 

P.O. Box 7854 

Madison, WI 53707-7854 

 

RE:  Docket 5-BS-265 – Joint Application of Wisconsin Power and Light Company, 

Wisconsin Public Service Corporation, and Madison Gas and Electric Company for 

Approval of the Sale and Purchase of Ownership Interests in the West Riverside Energy 

Center 

 

Joint Applicants’ Comments on Commission Staff Memorandum 

 

Dear Mr. Stubley: 

 

Joint Applicants Wisconsin Power and Light Company (“WPL”), Wisconsin Public 

Service Corporation (“WPSC”), and Madison Gas and Electric Company (“MGE”) appreciate 

the opportunity to comment on Commission Staff’s memorandum. Joint Applicants generally 

agree with the analysis and conclusions described in the Staff memo and submit this letter to 

comment on three discrete items: economic modeling, Staff’s unnecessary and premature 

proposed limitation on the purchase price, and the proper standard for approval. 

 

Joint Applicants seek Commission authority to have WPSC acquire 100 MW of the 

capacity of WPL’s West Riverside Energy Center (“West Riverside”) at a cost of approximately 

$102 million, and to have MGE acquire 25 MW of capacity of the facility at a cost of 

approximately $25 million1 (the “Proposed Transactions”). Under the Proposed Transactions, 

WPL would maintain its majority ownership share of West Riverside, and will continue to 

operate the plant. WPL would allocate to WPSC and MGE a pro rata share of the energy and 

capacity of the facility, and WPSC and MGE would become responsible for a pro rata share of 

the administrative, capital, and operations and maintenance costs for the facility going forward. 

The Proposed Transactions arise out of WPSC’s and MGE’s exercise of option agreements with 

WPL, which were granted pursuant to settlements among the parties that resolved disputes 

relating to the original Certificate of Public Convenience and Necessity for West Riverside.  

 

All of the Joint Applicants are investing in Wisconsin’s clean energy future, and the 

Proposed Transactions are an important part of their plans to move away from coal-fired 

generation, and towards greater reliance on renewable generation and battery energy storage. The 

                                                 
1  The exact purchase price will be the net book value of the shares of West Riverside as of the date of closing.  
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Staff memo briefly summarizes the Joint Applicants’ transformations of Wisconsin’s generating 

fleet, and concludes that “all three of the applicants have carbon dioxide emission reduction 

goals, of which the West Riverside transfer would play a role towards achieving those 

reductions.”2 (Memo at 3, 5, 8, 14).  

 

As the Staff memorandum confirms, the Commission must determine whether “the 

proposed action is consistent with the public interest.” (Memo at 4-5). Joint Applicants 

respectfully submit that the Proposed Transactions meet this standard. The shares in West 

Riverside are being transferred at their net book value and will not economically advantage any 

of the Joint Applicants at the expense of the others. The Proposed Transactions also provide 

benefits to each of the Joint Applicants and their customers, including the continued 

diversification of each of the utilities’ overall resource mixes, as set forth in the Staff memo. 

(Memo at 3). As the Staff memo recognizes, both MGE and WPSC need generation capacity and 

acquiring their respective shares of West Riverside will partially offset those needs. (Memo. at 8, 

14). As explained in greater detail below, acquiring shares of West Riverside is also consistent 

with the acquiring utilities’ least-cost generation plans. As for WPL, the selling utility, closing 

on the Proposed Transactions helps hedge future risk, and fulfills contractual obligations 

established several years ago as a result of settlements in prior Commission proceedings. The 

Application should be approved pursuant to Wis. Stat. § 196.80.3  

 

A. Economic modeling supports the Proposed Transactions. 

 

The Staff memo comprehensively describes the modeling undertaken by each of the Joint 

Applicants and by Wisconsin Electric Power Company (“Wisconsin Electric”),4 the intended 

ultimate owner of the 100-MW share of West Riverside being transferred to WPSC. Joint 

Applicants modeled a number of sensitivities, including variations in the forecasted price of 

carbon dioxide emissions, natural gas price forecasts, and operations and maintenance costs. As 

Staff notes, it did not take the Joint Applicants’ modeling at face value, but rather stress tested it 

by requesting modeling of additional sensitivities including, but not limited to: adjustments in 

planned retirement dates for coal-fired generation; increased demand response; increased energy 

efficiency funding beyond what is currently required by state law; a fully unconstrained scenario 

that would allow the model to independently pick any generic generation or storage alternative; a 

wider range of natural gas price assumptions; and consideration of West Riverside’s individual 

contributions to overall generation reshaping. (Memo at 6-16).  

 

                                                 
2  Natural gas-fired electric generating facilities emit approximately 50% less carbon dioxide than coal-fired 

facilities. (Memo at 8). West Riverside is an ideal facility to provide dispatchable generation while Joint 

Applicants transition to even cleaner renewable resources. Id. 

3  Joint Applicants support Alternative One (approve the transaction as proposed in the application) but do not 

oppose Alternative Two (approval with conditions) or proposed conditions 1,2, 3 and/or 5. As explained below, 

Joint Applicants do oppose certain aspects of proposed condition 4. 

4  As the Staff memo recognizes, WPSC plans to transfer its share of West Riverside to Wisconsin Electric, since 

it has a greater capacity need than WPSC. (Memo at 8-9). Approval for the affiliate transaction to achieve that 

transfer will be sought in a separate docket. 



3 

The Staff memo reports that Staff was generally able to verify the results of the Joint 

Applicants’ and Wisconsin Electric’s modeling within the limits of their own modeling 

constraints.5 (Memo at 6-7, 10-11, 15-16). For Wisconsin Electric and MGE, that modeling 

showed that acquiring shares of West Riverside were part of the utilities’ least-cost generation 

resource plans. (Memo at 13, 15-16).  

 

For Wisconsin Electric in particular, acquiring 100 MW of West Riverside resulted in 

modeled savings ranging from $44 million to $135 million.6 (Memo at 13). For MGE, Staff’s 

analysis shows that the only scenario in which the modeling did not select MGE’s acquisition of 

shares of West Riverside was when West Riverside was purposely excluded from the model. 

(Memo at 15). Indeed, Staff’s analysis validated MGE’s claims regarding the cost-effectiveness 

of the Proposed Transactions for the company. (Memo at 18). The Proposed Transaction, along 

with WPL’s Clean Energy Blueprint activities, continues WPL’s efforts to diversify its fleet with 

more sustainable capacity and energy resources while providing safe, reliable, and affordable 

services.  

 

Finally, Staff’s modeling scenarios were updated to reflect the announcement that the 

retirements of the Columbia, Edgewater 5, and South Oak Creek units would be delayed. Staff 

reported that with the purchase of West Riverside, for WPL and Wisconsin Electric, the owners 

of those units, “a substantial portion of the savings that were expected to occur due to” the earlier 

retirement of the Columbia, Edgewater 5, and South Oak Creek coal units “is retained, even with 

the recently announced extension of the operating life of those units.” (Memo at 7, 13-14). 

 

B. The Commission should amend proposed Order Condition 4. 

 

The Staff memo proposes language for potential order conditions that the Commission 

could consider in evaluating the Application. Potential Order Condition 4 concerns the recovery 

of acquisition costs and states: 

  

The Commission, consistent with its past practice, shall review in a future rate 

proceeding the recoverability of costs associated with the acquisition, O&M costs, 

and revenues associated with the project; provided, however, that in no event shall 

the recoverability of the acquisition costs exceed the estimated cost for each 

applicant specified in the application. If it is discovered or identified that the 

acquisition cost may exceed the estimated cost by more than 2 percent (or some 

other percent as determined by the Commission), the applicants shall notify the 

Commission within 30 days of when it becomes aware of the possible cost 

increase. 

 

                                                 
5  As Staff notes, it does not have the AURORA and PLEXOS modeling software used by WPL and 

WPSC/Wisconsin Electric, respectively, but worked with those utilities to verify the results of their economic 

modeling.  

6  As Staff notes, the one exception occurred in the high carbon price scenario, in which acquiring the West 

Riverside share increased the generation plan cost by approximately $31 million. (Memo at 13). 



4 

(Memo at 24). As structured, the Proposed Transactions would permit WPSC and MGE to 

acquire a total of 125 MW of nameplate capacity in West Riverside, with the purchase price 

being established at the net book value of each utility’s proportionate share of West Riverside on 

the closing date. To provide the Commission with a sense of the transaction value, the 

Application identified the amount as of December 31, 2021, for WPSC’s acquisition of 100 MW 

of nameplate capacity at $101,934,792, and for MGE’s acquisition of 25 MW at $25,114,369. 

The Application noted that the purchase price would be updated when the transactions close. 

 

 Potential Order Condition 4 would require the Commission to review recovery of 

acquisition costs in future rate cases. Joint Applicants have no concerns with this aspect of the 

Order Condition. However, Joint Applicants object to Potential Order Condition 4’s mandate 

“that in no event shall the recoverability of the acquisition costs exceed the estimated cost for 

each applicant specified in the application.” It would be inappropriate to limit the utilities’ 

recovery to the amounts identified in the Application.  

 

Adopting this condition would ostensibly predetermine the recoverability of any cost in 

excess of the purchase prices identified in the Application. Such predetermination of 

recoverability would be inappropriate and inconsistent with Wis. Stat. § 196.80(3), which 

provides, “In reaching its determination the commission shall take into consideration the 

reasonable value of the property and assets of the corporation to be acquired or merged.” 

Implementing a cap on the purchase price would effectively limit the Commission’s ability to 

determine whether the purchase price represents the “reasonable value of the property.” 

 

The purchase prices identified in the Application were illustrative and reflected an 

estimate as of December 31, 2021. As noted in the Application, the actual purchase price will be 

determined at the time of closing of the transactions. Joint Applicants currently estimate that the 

purchase price will be within the range and potentially modestly below those cited in the 

Application given continued depreciation, which is partially offset by ongoing capital investment 

in West Riverside. However, the final price will not be fixed until closing. Allowing the 

transaction to proceed at a purchase price based upon the net book value at the time of closing is 

in the public interest as it will help ensure that the customers who are benefiting from West 

Riverside bear the relevant costs and temper the risk of one utility’s customers subsidizing 

another utility’s customers. Joint Applicants should be provided a full opportunity to seek 

recovery of any and all costs associated with the transaction in future rate reviews. 

 

Similarly, Joint Applicants caution against adopting an unnecessary order point that 

would require notification should the acquisition costs exceed the purchase prices identified in 

the Application by more than two percent as contemplated in the second sentence of Potential 

Order Condition 4. This provision could create potentially duplicative work. Under Potential 

Order Condition 3, Joint Applicants would be required to file the final closing purchase prices 

with the Commission within sixty days of the Proposed Transactions’ effective dates. This filing, 

along with the Commission’s review of the recoverability of the transaction costs in a future rate 

review, will provide the Commission with ample and detailed opportunity to review the costs 

associated with the transactions. 
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Joint Applicants propose the following alternative to Potential Order Condition 4 . Joint 

Applicants maintain that this alternative is consistent with prior Commission conditions 

addressing the recovery of acquisition costs and also takes into consideration the concerns 

expressed above:  

 

4.  The Commission, consistent with its past practice, shall review 

in a future rate proceeding the recoverability of costs associated 

with the acquisition, O&M costs, and revenues associated with the 

project. As stated in the Application, the purchase price shall be 

established at the net book value of the proportionate share of West 

Riverside on the closing date.  

C. Wis. Stat. § 196.80 provides the proper standard for approval of the 

Whitewater acquisition. 

 

The Staff memo questions whether approval of the Proposed Transactions should be 

considered under Wis. Stat. § 196.49, in addition to Wis. Stat. § 196.80. (Memo at 4). While 

Joint Applicants seek approval under any statute the Commission finds is required, they 

respectfully submit that Wis. Stat. § 196.80 applies to the Proposed Transactions. Staff seems to 

agree, noting that “concluding that Wis. Stat. § 196.49 is inapplicable to this acquisition would 

be reasonable and consistent with past Commission decisions . . ..” (Memo at 4, n. 4). And Staff 

is correct. West Riverside is already owned and operated by a public utility and dedicated to the 

public service. Therefore, the Proposed Transaction represents a purchase of “public utility plant 

or property,” which means that Wis. Stat. § 196.80 provides the appropriate standard for 

approval. 

 

As the Staff memo notes, where the Commission has approved transactions under Wis. 

Stat. § 196.49, they have involved situations where a public utility is purchasing non-utility 

assets, such as the acquisition of the Forward Wind Energy Center,7 the Riverside Energy 

Center,8 the Fox Energy Center,9 the Presque Isle Power Plant,10 the Montfort Wind Energy 

                                                 
7  Final Decision, Joint Application of Wisconsin Public Service Corporation, Wisconsin Power and Light 

Company, and Madison Gas and Electric Company for Approval to Purchase the Forward Wind Energy Center 

from Forward Energy, LLC, Docket 5-BS-226 (PSC REF#: 339856) (Mar. 20, 2018). 

8  Final Decision, Application of Wisconsin Power and Light Company for Approval to Purchase the Riverside 

Energy Center From Riverside Energy Center, LLC, Docket 6680-EB-105 (PSC REF#: 163272) (Apr. 13, 

2012) at 7, fn. 1 (“Riverside is a merchant plant, not a public utility plant; therefore, it is unlikely Wis. Stat. § 

196.80 applies to this transaction”). 

 
9  Final Decision, Application of Wisconsin Public Service Corporation for Authority to Purchase the Fox Energy 

Company, LLC, and Place in Service Fox Energy Center, Docket 6690-EB-105 (PSC REF#: 181255) (Feb. 22, 

2013) at 8 (“Fox Energy Center is not a ‘public utility plant or property constituting an operating unit or system’ 

within the meaning of Wis. Stat. § 196.80”). 

 
10  Final Decision, Application of Wisconsin Electric Power Company for Authority to Purchase and Place in 

Operation the 592 MW Presque Isle Power Plant and Certain Related Transmission and Distribution Facilities, 

All Located Near Marquette, Michigan in the Upper Peninsula, Docket 6630-CE-138, 1987 WL 1491694 (Dec. 

22, 1987) (approving purchase under Wis. Stat. § 196.49 without reference to Wis. Stat. § 196.80). 
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Center,11 and the Red Barn Wind Farm.12 When the Commission approved the purchase and sale 

of shares of the Columbia Energy Center in 2016, it did so under Wis. Stat. § 196.80, and not 

under § 196.49.13 Staff does not identify any instance where the Commission determined that the 

purchase of “public utility plant or property constituting an operating unit or system” requires 

approval under Wis. Stat. § 194.49, and Joint Applicants urge the Commission to find that 

approval under Wis. Stat. § 196.80 is sufficient. 

 

Joint Applicants appreciate all the time and effort Commission Staff has devoted to 

evaluating their Application and look forward to the Commission’s approval of the Proposed 

Transactions. 

 

 

 

 
/s/ Michael Greiveldinger 

Michael Greiveldinger 

Senior Manager – Regulatory 

Wisconsin Power & Light 

/s/ Theodore T. Eidukas 

Theodore T. Eidukas 

Vice President – Regulatory 

Affairs Wisconsin Public 

Service Corporation 

/s/ Scott R. Smith 

Scott R. Smith 

Vice President – Business 

and Regulatory Strategy 

Madison Gas and Electric 

Co. 

 

 

                                                 
11  Final Decision, Application of Wisconsin Electric Power Company for Authority to Purchase the Montfort Wind 

Energy Center, Iowa County, Wisconsin, from Badger Windpower, LLC, Docket 6630-EB-103 (PSC REF#: 

178065) (Dec. 20, 2012) (same). 

 
12  Final Decision, Joint Application of Wisconsin Public Service Corporation and Madison Gas and Electric 

Company for a Certificate of Authority to Purchase the Red Barn Wind Energy Center Generation Facility in 

the Towns of Wingville and Clifton, Grant County, Wisconsin, Docket 5-BS-256 (PSC REF# 431156) (Feb. 15, 

2022). 

 
13  See Final Decision, Joint Application of Wisconsin Power and Light Company, Wisconsin Public Service 

Corporation, and Madison Gas and Electric Company for Approval of the Sale and Purchase of Ownership 

Interests in the Columbia Energy Center, Located in Columbia County, Wisconsin, Docket No. 5-BS-214 (PSC 

REF# 294141) (Nov. 8, 2016); but see Final Decision, Joint Application of Wisconsin Power and Light 

Company and Wisconsin Electric Power Company, both as Electric Public Utilities, for Authority for Wisconsin 

Electric Power Company to Sell and Wisconsin Power and Light Company to Purchase a Partial Ownership 

Interest in Unit 5 at the Edgewater Generating Station, Located in Sheboygan County, Wisconsin, Docket No. 

5-BS-184, (Nov. 30, 2010), at 2 (“The Commission has the authority under Wis. Stat. §§ 1.11, 1.12, 196.02, 

196.025, 196.395, 196.49, 196.80 and Wis. Admin. Code § PSC 112 to issue this Final Decision authorizing 

WEPCO’s proposed sale and WP&L’s proposed purchase, subject to the condition of this Final Decision.”). 


