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BEFORE THE 
PUBLIC SERVICE COMMISSION OF WISCONSIN 

 
  

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 

Docket No. 5-BS-265 

  
 

COMMENTS OF THE CITIZENS UTILITY BOARD 
 
 
 

I. INTRODUCTION 

On January 31, 2022, Wisconsin Power and Light Company (WPL), Madison Gas and 

Electric Company (MGE), and Wisconsin Public Service Corporation (WPSC) (together, 

“Applicants”) filed a joint application under Wis. Stat. § 196.80 for approval to transfer 

ownership shares of the West Riverside Energy Center (West Riverside) of 125 megawatts 

(MW) (100 MW from WPL to WPSC, 25 MW from WPL to MGE) of natural gas fired 

generating capacity, along with “any other approvals that may be required.” (Application at 4) 

The cost of the proposed ownership transfer is approximately $101,934,792 for the transaction 

between WPL and WPSC and $25,114,369 for the transaction between WPL and MGE. As 

noted in the Staff Memo, WPSC has indicated that if approved its share of West Riverside would 

be transferred to Wisconsin Electric Power Company (WEPCO). The Commission issued a 

Notice of Investigation on June 16, 2021 stating the Commission did not intend to hold a hearing 

on this matter.  

 Per Wis. Stat. § 196.49(5r)(b), if a hearing is not held on an application, the Commission 

shall take final action on the application within 90 days after the Commission issues a notice 

opening a docket on the application, unless the chairperson of the Commission extends the time 
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period for an additional 90 days for good cause. Thus, the first time period for final action 

expired September 14, 2022. On September 1, 2022, the chair granted an extension of the 

deadline for final action to December 13, 2022. 

The Citizens Utility Board (CUB) intervened in the proceeding on April 6, 2022, and 

hereby submits comments in response to the Commission’s Memorandum for Comment 

(“Memorandum” or “Staff Memo”) of October 24, 2022. These comments are responsive to 

certain Docket No. 5-BS-256 issues. Specifically, CUB believes that the Application lacks 

sufficient analytical rigor and that the case for it being consistent with the public interest and 

meeting other statutory requirements for CA approval has not been made for all applicants. 

Accordingly, CUB writes to respectfully recommend that the Commission deny the application 

in part and require Applicants provide additional information in support of the Project, such that 

the Commission has an accurate and complete record on which to base its decision. 

II. COMMENTS 

General Issues - Economic Analysis  

In estimating the net present value revenue requirement impacts of the proposed 

ownership transfer, WEPCO and MGE apply a discount rate derived from each utility’s weighted 

average cost of capital.  In doing so, Applicants have used the one rate that the Commission has 

explicitly found to be the wrong one—the Applicants’ cost of capital.1  

The use of a utility weighted average cost of capital as the discount rate has no basis of 

support in corporate finance or regulatory economic principles. The weighted average cost of 

capital reflects an investor perspective insofar as it applies only to utility cash flows, not revenue 

 
1 See Re Advance Plans for Construction of Facilities, Docket No. 05-EP-5, 1989 WL 418616 (Wis. P.S.C.) 102 
P.U.R. 4th 245, the Commission found: “the ratepayers' discount rate, not the utilities' cost of capital, should be used 
to discount the revenue requirements associated with all demand and supply-side resource options.” 
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requirements. The issue in this proceeding is whether customers have an economic preference to 

incur costs (in the form of utility bills) today to avoid costs in the future. This has nothing to do 

with the risk-adjusted returns investors require on capital investment.  

Cost-effectiveness must be calculated from a customer perspective. Indeed the entire 

purpose of applying a discount rate to calculate net present value is to account for the utility 

customers’ time preference of money and to determine cost-effectiveness from the perspective of 

those who will ultimately pay for the cost of the transferred shares of West Riverside (i.e. 

Applicants’ customers). WEPCO and MGE should conduct a wide-ranging sensitivity analysis of 

the discount rate to reflect the facts that different customers groups can have very different 

discount rates, there is inherent error in determining these discount rates, and the results of an 

analysis can be very sensitive to whatever discount rate is used. Applicants have presented no 

such sensitivity analysis of customer discount rates. This leaves the question of cost-

effectiveness from the customers’ perspective unanswered. 

General Issues - Analytical Robustness 

In docket 5-BS-256, CUB voiced concern over the fact that WEC’s economic analysis of 

the GRP is built solely on a sensitivity analysis that tests a small number of independent 

variables and a narrow range of values for those variables. In this docket, as in 5-BS-256, a more 

robust analysis would not only test a wider range of values for numerous variables, but also do so 

within a broad range of comprehensive futures scenarios for the modeled time period, each 

considering a broad range of independent variables and the effect that changes to multiple 

variables within each scenario has on net benefits or costs. The fact that Commission staff voice 

concerns regarding the WEPCO load forecast after 2030 (Staff Memo at p. 11) shows that 
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considering alternative scenarios (such as a scenario with greater load growth) would be of 

value. 

Similarly, MGE’s economic analysis of the proposed transfer considers only three futures 

with variations between the three comprised solely of the application of a carbon emission 

constraint and increased natural gas and energy market prices (locational marginal prices 

[LMPs]). MGE also did not test alternative load forecast scenarios.  

The record in support of the proposed ownership transfer is analytically deficient because 

it lacks a scenario analysis that evaluates economic performance, and thus customer costs and 

benefits, over a range of comprehensive and coherent futures. If Applicants were to conduct a 

thorough analysis along these lines, input variables could include natural gas prices, customer 

discount rates, future loads, reserve requirements, generation capital costs, and future public 

policies.  

General Issues – West Riverside MISO Accredited Capacity 

It is CUB’s understanding that forced outages at West Riverside in recent years have 

negatively affected the facility’s MISO accredited capacity. Based on a review of the Application 

and responses to Commission staff’s data requests, it is unclear whether any such capacity 

accreditation issues are accurately reflected in the Applicants’ needs and economic analysis. 

WPL Analysis 

The proposed ownership share transfer would significantly contribute to a capacity 

shortfall on the part of WPL as it loses 125 MW of capacity previously modeled as part of the 

company’s resource portfolio in WPL’s Clean Energy Blueprint (CEB) integrated resource plan. 

This shortfall will require that WPL backfill this capacity loss with new resource investments. 

This is clearly demonstrated by WPL’s recently filed petition for limited reopening and 
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modification of the Commission’s final decision in Docket 6680-CE-182 to allow the company 

to install a combined 175 MW of battery electric storage system (BESS) components at 

previously approved Wood County and Grant County solar sites at a cost of $354 million. In its 

petition WPL cites the West Riverside option transfer at issue in this proceeding as a significant 

contributing factor to its needs case in that proceeding.  

The application and the Staff Memo both fail to adequately recognize this dynamic. 

Approval of the ownership transfer proposed in this proceeding would effectively obligate WPL 

to make investments in new generation resources it may not otherwise need, whether in whole or 

in part, the costs for which will be borne by WPL’s customers. Despite this, the application 

includes no discussion of the economic impact of the proposed transfer on WPL and its 

customers. Similarly, the Staff Memo suggests that no analysis was conducted by Commission 

staff regarding the impact the proposed transfer would have on WPL beyond confirming that 

revised CEB modeling runs reflected the loss of 125 MW of West Riverside capacity. In 

considering whether the proposed ownership transfer is in the public interest, the Commission 

must consider the affect the transfer would have on the customers of WEPCO, MGE, and WPL. 

Based on its review of the record in this proceeding, CUB believes that there is insufficient 

evidence to allow the Commission to arrive at this conclusion regarding WPL and its customers. 

Sensitivity of the Proposed Transfer to Natural Gas Prices  

Overwhelming evidence suggests that natural gas prices are impossible to predict 

accurately. The diagram below compares the high and low natural gas price projections (dashed 

lines) from the U.S. Energy Information Administration’s (EIA) 2000 Annual Energy Outlook to 

the actual prices (solid line) that occurred over the twenty years following the release of the 2000 
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Annual Energy Outlook. At times, actual gas prices exceeded projections by over $14 per 

MMbtu.  

 

 An earlier study looking back at EIA gas price forecasts from 1982 to 2002 found a 61% 

annual error in forecasting.2  A 2018 study found that as the U.S. energy system has become 

increasingly complex the unpredictability of gas prices has increased.3  

 In light of the difficulty in accurately forecasting natural gas prices and the facts 

regarding the unpredictability of gas prices, and given the significant investment in natural gas 

that this docket contemplates for WEPCO and MGE, modeling a wide range of future gas prices 

 
2 NGI Staff Report, EIA forecasters pull their hair out when it comes to natural gas, Natural Gas Intelligence. 
(November 20, 2003). 
3 Sherwin, E. D., Henrion, M. & Azevedo, I. M. L., Estimation of the year-on-year volatility and the unpredictability 
of the United States energy system, Nature Energy, 3, 341-346 (2018). 
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is essential to understanding how the cost-effectiveness of the proposed transfer would withstand 

future gas price unpredictability. This is necessary to protect customers from bearing the costs of 

a project that is only cost-effective over a narrow range of future gas prices. 

 In WEPCO’s initial GRP analysis, it relied heavily on the EIA Annual Energy Outlook 

natural gas price forecast. The highest natural gas price WEPCO considered in real (inflation 

adjusted or constant dollar) terms was about $4.00 per MMBtu.  Over the past 24 years the real 

wellhead natural gas price reached $12.00 per MMBtu, three times as high as WEPCO’s upper 

limit. In response to a Commissions staff data request WEPCO provided the results of a 

sensitivity analysis of a wider range of natural gas prices, looking at a range from 50% below the 

gas price predicted in EIA’s Annual Energy Outlook to 200% above it. (Response-Data Request-

PSC-Grant-1.6). These PLEXOS model results, as they relate to West Riverside, are summarized 

in the table below. 

 
Natural Gas  

Price  
Sensitivity 

WEPCO  
100 MW Share of  

West Riverside Selected 

WEPCO  
200 MW Share of  

West Riverside Selected 
50% lower Yes Yes 
Base Case Yes Yes 
25% higher Yes No 
50% higher Yes No 
75% higher Yes No 
100% higher No No 
125% higher No No 
150% higher No No 
200% higher No No 

 
 

Setting aside the general analytical deficiencies in the GRP discussed above, these results 

clearly show that WEPCO’s proposed acquisition of a 100 MW share of West Riverside is 

highly sensitive to natural gas prices. At some natural gas price between 75% and 100% percent 

above the GRP base case, WEPCO’s PLEXOS model does not select West Riverside as part of 
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the company’s least cost generation plan. While not at issue in this proceeding, a transfer of 200 

MW of West Riverside to WEPCO, which would be consistent with WPSC/WEPCO exercising 

both transfer options, fails at any natural gas price above the base case. To put these results in 

context, the figure below shows Commission staff’s range of natural gas prices requested in 

Commission staff’s sensitivity analysis along with the 2022 Henry Hub spot prices to-date and 

NYMEX Henry Hub natural gas futures for 2023. Based on these results alone, the Commission 

should reject WEPCO’s proposal to exercise its West Riverside transfer option. 

 

Turning to MGE, the EGEAS analysis performed by the company indicates that the 

proposed transfer is less sensitive to natural gas prices. Setting aside the general analytical 

deficiencies already discussed, the range of natural gas prices examined by MGE represents a 

more appropriate range of possible gas price futures. Specifically, MGE’s “Future 3” tests 

delivered natural gas prices that are significantly higher than MGE’s “base” forecast used in 

Future 1 and Future 2 and that are directionally consistent with the prices tested for WEPCO 
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under the 150% higher sensitivity. Under both natural gas futures tested by MGE, the proposed 

West Riverside transfer is selected by the company’s EGEAS model. This is not to suggest that 

there aren’t deficiencies in MGE’s sensitivity analysis of natural gas prices. The limited number 

futures evaluated by MGE fails to provide the Commission with any insight into inflection points 

in the West Riverside transfer’s sensitivity to natural gas prices. Specifically, no analysis show at 

what natural gas price West Riverside fails to be selected by EGEAS. That being said, the 

Commission could, based on these results, determine that MGE’s proposed acquisition of its 

West Riverside option share is reasonable. 

Energy Efficiency and the Energy Priorities Law 

The Energy Priorities Law, Wis. Stat. §§ 1.12 and 196.025(1)(ar), requires that the 

Commission consider certain priorities, including energy conservation and efficiency and 

renewable resources, in making major decisions that would significantly affect energy usage. 

Under Wis. Stat. §§ 1.12(3)(b) and (4), alternatives should be considered to the extent they are 

cost-effective and technically feasible. 

In the application, Applicants appear to suggest that the Energy Priorities Law does not 

apply because the proposed transaction entails the reallocation of ownership percentages among 

Wisconsin investor-owned utilities - neither adding generation to the State’s energy portfolio nor 

increasing capacity at West Riverside, and if approved and executed, would not significantly 

affect energy usage in Wisconsin. Applicants also assert that the proposed ownership transfers 

arise out of arms-length agreements among the Applicants associated with the approved West 

Riverside project and cannot feasibly be replaced by some other energy resource addition. 

(Application at 11)  
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It is up to the Commission to determine if the Applicants have met their burden of proof 

regarding the Energy Priorities Law. However, CUB would note that Commission staff requested 

that both WEPCO and MGE provide the results of a sensitivity analysis to show the impact of 

increasing each utility’s energy efficiency spending by 50 and 100 percent relative to their 

existing Focus on Energy contributions. (See responses to Data Request PSC-Grant-1.7) 

WEPCO’s analysis indicated that increasing energy efficiency spending by 100 percent would 

reduce WEPCO’s annual peak demand by 14.5 MW. While this would not replace WEPCO’s 

proposed 100 MW West Riverside ownership transfer, it does represent 14.5% of the generation 

capacity sought by WEPCO in this proceeding. More importantly, however, the Staff Memo 

notes that “while the year in which the energy efficiency resource was chosen [by the PLEXOS 

model] varied by sensitivity, the 100 percent increased energy efficiency funding option was a 

part of the optimal generation expansion plan for every sensitivity modeled by WEPCO.” (Staff 

Memo at 12) Give the fact that a large increase in energy efficiency spending is suggested as part 

of WEPCO’s least-cost resource plan, CUB suggests that the Commission consider what 

obligations WEPCO has, whether under the Energy Priorities Law or some other applicable 

statute, to pursue such increases in energy efficiency investments on behalf of its customers. 

MGE’s response similarly suggested that increases in energy efficiency funding could 

produce reductions in the utility’s annual peak demand. While MGE indicated that it ran these 

increased energy efficiency funding options through its EGEAS model, it did not indicate 

whether these energy efficiency options were selected as part of the least-cost solution. MGE 

merely states that “these higher levels of FOE spending would not be enough to avoid, delay, or 

change the need for MGE's purchase of a 50-MW share of the West Riverside Energy Center.” 

(MGE-Response-Data Request-PSC-Grant-1-1.07)  
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III. CONCLUSION 

CUB appreciates the opportunity to comment in this proceeding. As set forth above, CUB 

believes that the Application in this project lacks analytical rigor and that the case for it being 

consistent with the public interest and meeting other statutory requirements for approval may be 

lacking. Accordingly, CUB recommends the following: 

With respect to WPL, CUB recommends that the Commission require WPL to provide a 

comprehensive analysis of the impact the proposed ownership share transfer will have on the 

utility’s resource plan and ratepayer costs.  

With respect to WEPCO, CUB recommends that the Commission reject the proposed 

ownership share transfer due to the project’s sensitivity to high natural gas prices. CUB further 

recommends that before proceeding with decisions on any of the facility-specific applications 

related to the GRP the Commission authorize the maximum amount of time provided under 

statute to open a separate proceeding to promptly take in evidence regarding the GRP and 

determine the reasonableness of the GRP itself. Additionally, or alternatively, we recommend 

that prior to moving forward with a decision regarding Red Barn Wind the Commission require 

WEC to provide updated GRP economic analysis results reflecting changes to the GRP portfolio 

discussed in other dockets.  

With respect to MGE, CUB recommends the Commission require MGE to provide 

economic analysis results reflecting the results of sensitivities spanning: 

• a range of discount rates from 2% (low discount rate) to 18% (high discount rate);  

and 

• a range of natural gas prices from $2.00 per MMBtu to $8.00 per MMBtu.   
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 Dated this day, Wednesday, November 2, 2022. 
   
  Respectfully Submitted, 
  

/s/ Corey Singletary 625 North Segoe Rd By: 
Suite 101  Director, Regulatory Affairs for Citizens Utility Board 
Madison, WI 53705  
608-251-3322   
singletary@cubwi.org 
  
       

  


