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The Commission memorandum concerning the joint application of Wisconsin Power and Light 
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PUBLIC SERVICE COMMISSION OF WISCONSIN 
Memorandum 
 
October 24, 2022 
 
FOR COMMISSION AGENDA 
 
TO:  The Commission  

FROM:  Martin R. Day, Administrator 
Tara Bachman, Deputy Administrator 
Division of Engineering Regulation and Analysis 

 

RE:  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 

5-BS-265 

Suggested Minute: The Commission (approved/approved with conditions/did not approve) the 
proposed transfer of ownership shares in the West Riverside Energy Center from 
Wisconsin Power and Light Company to Madison Gas and Electric Company and 
Wisconsin Public Service Corporation. 

Introduction 

On January 31, 2022, Wisconsin Power and Light Company (WP&L), 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 WP&L to WPSC, 25 MW from WP&L to MGE) of natural gas fired generating capacity at a 

cost of approximately $101,934,792 for the transaction between WP&L and WPSC and 

$25,114,369 for the transaction between WP&L and MGE.  (PSC REF#: 430326 confidential, 

PSC REF#: 430327 public.1) The applicants also requested “any other approvals that may be 

required.”  (Id. at 4.) 

 
1 Please see Ex.-PSC-Key Background Documents for a list of all linked documents 

http://intranet/pages/viewconfdoc.htm?docid=%20430326
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20430327
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West Riverside is located in the town of Beloit in Rock County and WP&L is the 

majority owner and operator of the facility, which was approved for construction in docket 

6680-CE-176.2  West Riverside has a total nameplate capacity of approximately 727.2 MW, of 

which WPSC will acquire 100 MW and MGE will acquire 25 MW.  WPSC and MGE retain 

options to purchase up to another 100 and 25 MW shares, for totals of 200 and 50 MW, 

respectively. 

Background 

WP&L, WPSC, and MGE are public utilities as defined in Wis. Stat. § 196.01(5)(a) and 

provide electric service to customers in Wisconsin. 

West Riverside is located in the town of Beloit in Rock County.  West Riverside has a 

total nameplate capacity of approximately 727.2 MW, of which WPSC will acquire 100 MW and 

MGE will acquire 25 MW.  These ownership share acquisitions would be a partial execution of a 

previously agreed settlement among the applicants.  (PSC REF#: 279363 confidential, PSC 

REF#: 279364 public.)  These shares are also reflective of the option agreement entered into by 

the applicants (PSC REF#: 430332  

Under the proposed transaction, WPSC would acquire a 100 MW ownership share and 

MGE would acquire a 25 MW ownership share of the West Riverside facility.  WP&L would 

retain its majority owner status and would continue to operate the facility.  WP&L would allocate 

to WPSC and MGE a pro rata share of the energy and capacity of the West Riverside facility and 

WPSC and MGE would be required to provide a pro rata share of administrative, capital, and 

operations and maintenance costs on an ongoing basis.  The applicants assert that the ownership 

 
2 Final Decision, Application of Wisconsin Power and Light Company for a Certificate of Public Convenience and 
Necessity to Build an Approximately 650 Megawatt Natural Gas-Fueled Power Plant at its Riverside Energy Center 
Facility in the Town of Beloit, Rock County, Wisconsin, (PSC REF#: 285783) (Wis. PSC May 6, 2016). 

http://intranet/pages/viewconfdoc.htm?docid=%20279363
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20279364
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20279364
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20430332
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20285783
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transfer would take place based upon net book value at the time of the transfer, which eschews 

acquisition adjustments to any of the applicants’ customers. 

In the application, the applicants claim that the ownership transfer of West Riverside 

presents an opportunity to take advantage of a cost-effective transfer to diversify each applicant’s 

generation portfolio to meet future capacity and energy needs, while simultaneously enacting the 

first portion of a settlement agreement among the applicants.  All three applicants are in the midst 

of a transformation of their generation fleets.  WP&L has received Commission approval to enact 

its Clean Energy Blueprint (CEB) resource plan, which seeks to retire the Columbia Energy Center 

Units and Edgewater Unit 5, replacing those assets partially with 1,089 MW of approved solar 

photovoltaic (PV) electric generation facilities.  WPSC is part of the WEC Energy Group’s (WEC) 

Generation Reshaping Plan (GRP) that is seeking to retire ownership shares in the Columbia 

Energy Center and the South Oak Creek units among 1,600 MW of proposed retirements, 

replacing them with a combination of solar PV electric generating facilities, battery energy storage 

system (BESS), wind electric generating facilities, and natural gas fired electric generating 

facilities.  MGE is also divesting of ownership in coal fired electric generation facilities, replacing 

those assets with solar PV, BESS, wind, and natural gas fired electric generating facilities.  All 

three of the applicants have carbon dioxide emissions reduction goals, of which the West Riverside 

transfer would play a role towards achieving those reductions. 

West Riverside Option Agreements 

The WPSC and MGE Option Agreements for West Riverside define the terms, conditions, 

and timing under which WPSC and MGE can acquire an ownership share of West Riverside.  

Copies of the WPSC and MGE Option Agreement are included as Appendix D and Appendix E, 

respectively, to the application.  (PSC REF#: 430332, PSC REF#: 430333.)   The joint applicants 

http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20430332
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20430333


4 

also filed an amended operating agreement (PSC REF#: 430385) and tenants-in-common 

agreements for  WPSC (PSC REF#: 431032 confidential; PSC REF#: 431033 public) and MGE 

(PSC REF#: 431034 confidential; PSC REF#: 431035 public).  The Option Agreements contain 

the types of terms and conditions typical for a commercial transaction of this type. 

Standard for Approval 

The applicants seek approval under Wis. Stat. § 196.80 for a buy/sell transference.  The 

applicant also requested any other approvals that may be necessary but provided no analysis as to 

what those approvals may be.  Because Commission staff often sees requests for approvals under 

both Wis. Stat. § 196.80 and Wis. Stat. § 196.49, staff requested and was granted an extension 

from the Chairperson in case the Commission determines Wis. Stat. § 196.49 is applicable.  

However, to this point in time the applicant has not asked for a Certificate of Authority (CA) 

under Wis. Stat. § 196.49 and has not provided any additional information that staff considers 

suggestive that the Commission would decide to grant a CA to the applicants.3   

Wisconsin Stat. § 196.80(1m)(e) states that a public utility may, with the consent and 

approval of the Commission: 

Sell, acquire, lease, or rent any public utility plant or property constituting an 
operating unit or system. 

The Commission’s standard of approval in Wis. Stat. § 196.80(3) is “If the Commission finds 

that the proposed action is consistent with the public interest, it shall give its consent and 

approval in writing.” As part of the analysis in Wis. Stat. § 196.80(3), the Commission “shall 

 
3 Concluding that Wis. Stat. § 196.49 is inapplicable to this acquisition would be reasonable and consistent with past 
Commission decisions because here, unlike prior dockets where the Commission has had to determine the 
applicability of Wis. Stat. § 196.49 over Wis. Stat. § 196.80, the acquisition involves a constructed and operating 
public utility plant and therefore an operating unit or system.  Cf, 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 No. 5-BS-226 (Wis. 
PSC Mar. 20, 2018) (PSC REF#: 339856.) 

http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20430385
http://intranet/pages/viewconfdoc.htm?docid=%20431032
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20431033
http://intranet/pages/viewconfdoc.htm?docid=%20431034
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20431035
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20339856
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take into consideration the reasonable value of the property and assets” being sought to be 

acquired.  The record in this matter involves the proposed transfer of partial ownership interests 

in the West Riverside facility, an operating unit, from WP&L to WPSC and MGE.  Thus, the 

Commission could find that standard described above is the appropriate standard for review.  

The terms of the sale have been negotiated in the WPSC West Riverside Sale Agreement 

(PSC REF#: 431032 confidential, PSC REF#: 431033 public) and the MGE West Riverside Sale 

Agreement (PSC REF#: 431034 confidential, PSC REF#: 431035 public) that are a part of the 

record of this docket.  Settlement agreements effected among the applicants required WP&L to 

grant to WPSC the option to purchase 100 MW of nameplate capacity in the first two years of 

operation of the West Riverside facility, while WP&L must grant to MGE the option to purchase 

25 MW of nameplate capacity in the first two years of operation.  A second set of purchase 

options in the same amounts will also be available to WPSC and MGE in the third and 

fourth years of operation, which would be taken up in a separate proceeding should either WPSC 

or MGE seek to exercise those options. 

Wisconsin Power and Light Company 

In the application, WP&L described the CEB plan it has developed to transition its 

generation fleet from coal-fired electric generating facilities, namely Columbia Units 1 and 2 and 

Edgewater Unit 5, to a new generation fleet with a larger portion of non-dispatchable renewable 

generation.  In particular, WP&L discussed 1,089 MW of solar PV generation that has received 

Commission approval to be acquired and constructed.  This generation fleet transition is in 

support of the Alliant Energy goal to reduce carbon dioxide emissions from 2005 levels by 

50 percent in 2030 and achieving net-zero carbon dioxide emissions by 2050.  WP&L estimates 

that the transfer of West Riverside ownership will reduce its carbon dioxide emissions by 

http://intranet/pages/viewconfdoc.htm?docid=%20431032
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20431033
http://intranet/pages/viewconfdoc.htm?docid=%20431034
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20431035
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approximately 300,000 to 400,000 tons annually.  Commission staff reviewed the WP&L 

estimate and does not have any concerns.  

Wisconsin Power and Light Company’s Modeling Efforts 

WP&L performed modeling in support of its application using the long term capacity 

expansion functionality of Energy Exemplar’s AURORA software package.  (PSC REF#: 

441543 confidential, PSC REF#: 441544 public).  At the request of Commission staff, WP&L 

provided updated modeling to reflect the publicly announced operational extensions of Columbia 

Units 1 and 2 and Edgewater Unit 5 to reflect later retirement dates than had been previously 

modeled.  (PSC REF#: 444834 confidential, PSC REF#: 444835 public).  Similar to the CEB 

modeling presented in dockets 6680-CE-182 and 6680-CE-183, WP&L constructed five distinct 

futures with different assumptions pertaining to load, natural gas and coal pricing, energy and 

capacity purchase pricing, and cost of alternative technologies, among other items.  Within those 

five futures, thrIee distinct sensitivities relative to this docket were established:  the original 

CEB, the CEB with WPSC and MGE exercising 125 MW of West Riverside options, and the 

CEB with WPSC and MGE exercising 125 MW of West Riverside options while the Columbia 

and Edgewater units have extended operational runs. 

Commission Review of Wisconsin Power and Light Company’s Modeling Efforts 

Commission staff reviewed WP&L’s AURORA modeling analysis and conducted 

discussions with staff at WP&L about the AURORA modeling results, what costs went into the 

AURORA model output categories, and how the AURORA model output categories were the 

same as, or differed from, the accounts set out in WP&L’s filed annual reports. 

WP&L provided output for three relevant scenarios for the AURORA analysis.  The first 

scenario was the base CEB, which included a move to renewable, non-carbon emitting 

http://intranet/pages/viewconfdoc.htm?docid=%20441543
http://intranet/pages/viewconfdoc.htm?docid=%20441543
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20441544
http://intranet/pages/viewconfdoc.htm?docid=%20444834
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20444835
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generation and the retirement of older fossil generating units.  The second scenario was the CEB 

with the sale of 125 MW of the West Riverside generating facility to WPSC and MGE.  The 

third scenario was the CEB with the sale of 125 MW and the recently announced operating 

extension of the Columbia and Edgewater coal-fired generating units. 

Commission staff reviewed the AURORA modeling input and output files as supplied by 

WP&L.  Staff was unable to verify WP&L’s modeling runs by replicating them as the 

Commission does not have access to the AURORA software.  Commission staff compared 2022 

AURORA fixed and variable operating and maintenance (O&M) system cost output for the base 

future to the costs filed in WP&L’s 2021 Annual Report and the fixed O&M costs for future 

units against costs set out in the most current version of U.S. Energy Information Administration 

annual outlook.  Staff then reviewed the AURORA modeling output for all of the modeling 

scenarios for the electrification and carbon limits future.  Lastly, Commission staff reviewed the 

annual AURORA modeling output in both the base and electrification and carbon limits future 

for all the modeling scenarios to determine whether events such as the sale of 125 MW of the 

West Riverside generating unit and the delayed retirement of the Columbia and Edgewater coal 

units are represented in the AURORA output.  Based on the above review, Commission staff did 

not raise any concerns with WP&L’s modeling scenarios and analysis.   

Commission staff also reviewed the capital costs expected to be incurred due to the 

operating extension of the Edgewater and Columbia coal units.  (PSC REF#: 447149, PSC 

REF#: 447153 confidential, PSC REF#: 447150, PSC REF#: 447154 public.)  Commission 

staff’s review of these costs suggests that a substantial portion of the savings that were expected 

to occur due to the early retirement of the Columbia and Edgewater coal units are retained even 

with the recently announced extension of the operating life of those units. 

http://intranet/pages/viewconfdoc.htm?docid=%20447149
http://intranet/pages/viewconfdoc.htm?docid=%20447153
http://intranet/pages/viewconfdoc.htm?docid=%20447153
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20447150
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20447154
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Wisconsin Public Service Corporation 

In the application, WPSC described the broader WEC GRP fleet transition.  The entirety of 

WEC has established goals for a 60 percent carbon dioxide emissions reduction target by 2025, as 

compared to 2005 levels, with further goals of an 80 percent reduction by 2030 and carbon 

neutrality by 2050.  The GRP will include the retirement of approximately 1,600 MW of 

generation, including approximately 1,385 MW of coal-fired electric generating facilities in the 

form of WPSC’s ownership shares of Columbia Units 1 and 2, and Wisconsin Electric Power 

Company’s (WEPCO) South Oak Creek Units 5 through 8.  With these intended retirements, 

WPSC will have an energy and capacity need that will be partially offset by pursuing the proposed 

100 MW ownership share of the West Riverside facility. 

WPSC indicates that a combination of solar PV, wind, BESS, and natural gas fired 

generating units and storage will be utilized as the basis for replacement of the retiring generation.  

WPSC notes that natural gas fired electric generating facilities emit approximately 50 percent less 

carbon dioxide than coal-fired electric generating facilities, so the high efficiency West Riverside 

facility would be consistent with the applicant’s goal of lower carbon dioxide emissions.  

Moreover, since West Riverside is a dispatchable resource, having such facilities as part of the 

GRP will provide greater reliability to the WPSC fleet, since a significant portion of the GRP as 

currently envisioned will be non-dispatchable renewable generation. 

The application in this docket states that the WPSC West Riverside Sale Agreement allows 

WPSC to transfer some or all of its rights under the WPSC Option Agreement to WEPCO.  (PSC 

REF#: 430327.)  In response to Data Request-PSC-Grant-3.04, WPSC and WEPCO stated it was 

determined that, after identifying the renewable generating facilities that would be part of the GRP 

for WPSC and WEPCO, WEPCO was the utility that had a remaining capacity need that would be 

http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20430327
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20430327
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met by exercising the options to acquire 200 MW of capacity of the West Riverside facility.  (PSC 

REF#: 446439.)  A review of the Capacity Position after Replacement Generation tables included 

in the response to Data Request-PSC-Grant-3.04 suggest that WEPCO has a greater future capacity 

need than WPSC.  It is Commission staff’s understanding that any such transfer between WPSC 

and WEPCO would be completed using a separately filed affiliated interest approval, which has 

not yet been submitted to the Commission.  Based on this, the Commission may determine that it 

could be reasonable for WPSC to transfer its rights under the WPSC Option Agreement to 

WEPCO. 

Wisconsin Electric Power Company’s Modeling Efforts 

While both WPSC and WEPCO performed modeling analysis in support of its application 

using the long term capacity expansion functionality of Energy Exemplar’s PLEXOS software 

program, only the WEPCO PLEXOS modeling included the acquisition of a portion of the West 

Riverside generating unit as an option.  At the request of Commission staff (PSC REF#: 439898)  , 

WPSC and WEPCO modeled a number of sensitivities in addition to its base model.  Included in 

the sensitivities requested was an explicit modeling of demand side response, energy efficiency, an 

unconstrained model where the solar PV and BESS were able to be selected separately by the 

model, and full availability of all generic alternatives.  An additional sensitivity that requested 

change of the natural gas base pricing assumption was also performed.  Another sensitivity 

requesting the West Riverside acquisition to be removed from the model and an alternative 

generator, selected by the model, put in its place was performed to provide a valuation of the 

individual contribution of the West Riverside acquisition to the GRP portfolio.  A further 

sensitivity exploring how increasing or decreasing natural gas prices affects the PLEXOS model 

choosing the West Riverside acquisition was also provided at staff’s request, among a number of 

http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20446439
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20446439
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20439898
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sensitivities provided.  These models were all updated to include the extension of the operational 

lives of the Columbia and South Oak Creek units. 

Commission Review of Wisconsin Electric Power Company’s Modeling Efforts 

As previously stated, both WPSC and WEPCO filed PLEXOS modeling in this docket.  

However, since the acquisition of a portion of the West Riverside was only an option in the 

WEPCO PLEXOS model runs, Commission staff’s review focused solely on the WEPCO 

modeling. 

WEPCO’s modeling contains three scenarios.  The three scenarios are the Status Quo in 

which the generating units that were operating at the time of the original modeling continued to 

run for the modeling period, Scenario A which allows an unconstrained choice of new generating 

units in the 2023 through 2026, regardless of whether those units could realistically be 

constructed and placed into service in that timeframe, and Scenario B which allows an 

unconstrained choice of new generating units in the 2023 through 2026, but includes only those 

units that could realistically be constructed and placed into service in that timeframe.  For each 

scenario, WEPCO modeled additional sensitivities. 

In Commission staff’s review of the PLEXOS modeling submitted by WEPCO, it 

replicated the Total Revenue Requirement Net Present Value (NPV) supplied by WEPCO for 

select modeling sensitivities.  (PSC REF#: 443462.)  Commission staff also calculated NPVs for 

modeling sensitivities beyond those supplied by WEPCO.  In total, Commission staff verified or 

calculated NPVs for approximately 29 modeling runs.  The West Riverside generating unit was 

chosen, in differing years, in the majority of the PLEXOS modeling runs submitted by WEPCO.  

The one exception was for the high gas price sensitivities, where gas prices were increased by an 

additional 50 percent through 200 percent of the value assumed in under the base Scenario A 

http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20443462
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modeling runs.  While Commission staff could replicate the total revenue requirement in terms 

of NPV estimates, it could not independently validate the output results of the PLEXOS 

modeling runs as the Commission does not have access to use the PLEXOS software. 

In addition to calculating the NVP for the PLEXOS modeling output scenarios, 

Commission staff also reviewed the load forecast used by WEPCO in its PLEXOS model.  (PSC 

REF#: 442452 confidential, PSC REF#: 442453 public.)  Commission staff compared the 

WEPCO load forecast to that filed in WEPCO’s Annual Reports for the years 2016 through 

2021.  Based on Commission staff’s review, the WEPCO load forecast did not raise any 

concerns.  Commission staff believes that the WEPCO load forecast may be conservative in later 

years as WEPCO stated it assumed the load to be flat beginning in 2030. 

As part of its review, Commission staff requested that WEPCO provide the results of a 

sensitivity analysis where the West Riverside purchase is under a purchase power agreement 

(PPA) instead of utility ownership.  (PSC REF#: 439898.)  In its response, WEPCO stated that 

they “did not pursue a PPA because the option agreements between WEC and WP&L and MGE 

and WP&L are for the purchase of an undivided interest in the West Riverside facility and not 

for a PPA.”  (PSC REF#: 441613.)  WEPCO also stated that it believes ownership provides 

benefits that a PPA does not.  WEPCO believes these benefits include, the ability to repower or 

replace the generation at the end of the useful life of the West Riverside generating unit, the 

ability to continue to operate West Riverside after it has been fully depreciated, the ability to 

derive additional value through incorporation of technological advancements and cost reductions 

during the life of West Riverside, the avoidance of additional costs to utility customers due to the 

effect of debt-like PPAs on utility balance sheets and capital structures, the ability to amend 

generator interconnection agreements to allow additional facilities to use the same point of 

http://intranet/pages/viewconfdoc.htm?docid=%20442452
http://intranet/pages/viewconfdoc.htm?docid=%20442452
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20442453
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20439898
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20441613


12 

interconnection to the transmission system without the need for significant additional 

transmission investment, and ownership of the interconnection agreement would allow the point 

of interconnection to be repurposed for a new source of supply when West Riverside is retired. 

Commission staff requested that WEPCO provide the results of a sensitivity analysis to 

show the impacts a higher rate of energy efficiency deployment would have on the West 

Riverside purchase.  The sensitivity analysis was to include scenarios that increase WEPCO’s 

energy efficiency spending by 50 and 100 percent relative to their existing Focus on Energy 

contributions.  (PSC REF#: 439898.)  In producing this sensitivity, WEPCO analyzed the Focus 

on Energy’s Potential Study as well as energy efficiency and demand response data from EIA 

and worked with the Commission’s Focus on Energy staff to develop appropriate modeling input 

assumptions for this sensitivity.  Commission staff reviewed the 50 and 100 percent increased 

energy efficiency funding scenario calculation supplied by WEPCO.  (PSC REF#: 441611.)  

WEPCO’s percentage share of annual peak demand reduction used in the calculation was 

replicated using sales data reported in the filed 2021 Annual Report and total state sales as filed.  

(PSC REF#: 441802.)  Commission staff also verified that the numbers in the calculation were 

derived from the attached EIA data.  In its review of the PLEXOS output files supplied by 

WEPCO, Commission staff noted that, while the year in which the energy efficiency resource 

was chosen 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.  

Commission staff also reviewed WEPCO’s estimated cost of a demand response-derived 

megawatt of peak demand calculation.  Based on the EIA data supplied, Commission staff 

considers that the Commission could find the estimated annual cost for peak demand savings to 

be reasonable. 

http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20439898
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20441611
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20441802
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Commission staff requested the applicants provide the results of a sensitivity analysis 

where the PLEXOS model was not allowed to select the West Riverside facility as a generation 

resource.  (PSC REF#: 439898.)  Similar to other sensitivity analysis, PLEXOS model output 

cases were supplied by the applicants for Scenario A and Scenario B and with high and low NPV 

sensitivities.  (PSC REF#: 443462.)  The varying scenarios and sensitivities indicate NPV 

savings when including the West Riverside facility acquisition that range from approximately 

$44 million to $135 million.  The one exception was the Scenario A base assumption, $20 per 

ton CO2 offset sensitivity.  For this sensitivity, not allowing the West Riverside facility was less 

costly by approximately $31 million.  In many of the Scenario B sensitivities, which restrict the 

PLEXOS model to select units that can be realistically placed into service in the near term, the 

least cost generation resource plan, where West Riverside is removed as an option, includes 

generic fossil fuel generation either in the form of generic combustion-turbine or combined-cycle 

facilities.  The installed cost of new fossil fuel generation per kilowatt (kW), which would be 

used as an assumed cost for generic units, would be much higher than the modeled cost per kW 

for the West Riverside acquisition and would reasonably result in higher NPVs for scenarios 

where generic fossil fuel is selected as a replacement.  Commission staff’s review of the 

sensitivity indicate that, in general, the West Riverside facility acquisition is part of the least cost 

generation resource plan when compared to scenarios where the acquisition is not an option. 

Commission staff also reviewed the capital costs expected to be incurred due to the 

operating extension of the South Oak Creek and Columbia coal units.  (PSC REF#: 447027, PSC 

REF#: 447028 confidential, PSC REF#: 447029 public.)  Commission staff’s review of the 

capital costs expected to be incurred due to the operating extension of the South Oak Creek and 

Columbia coal units suggests that a substantial portion of the savings that were expected to occur 

http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20439898
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20443462
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20447027
http://intranet/pages/viewconfdoc.htm?docid=%20447028
http://intranet/pages/viewconfdoc.htm?docid=%20447028
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20447029
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due to the early retirement of the Columbia and South Oak Creek coal units is retained even with 

the recently announced extension of the operating life of those units. 

Madison Gas and Electric Company 

In the application, MGE stated the main drivers for the proposed partial ownership 

acquisition are a forecasted capacity need, cost-effectiveness, and risk mitigation from potential 

future environmental standards.  Specifically, MGE cited a need for 250 MW in capacity by 

2024 to offset the expected retirement of coal-fired electric generating units and the expiration of 

various purchase power agreements.  In preparing its application, MGE used Electric Generation 

Expansion Analysis System (EGEAS) modeling to evaluate the acquisition of a partial 

ownership share in West Riverside over a range of possible sensitivities.  Additionally, MGE 

used the PROMOD model to forecast annual locational marginal price (LMP) differentials and 

then used those results as inputs into its EGEAS modeling.  In response to Commission staff’s 

data request questions 1.01 and 1.02, MGE provided this EGEAS and PROMOD modeling 

analysis for review.  (PSC REF#: 441801 and PSC REF#: 441157.) 

Madison Gas and Electric Company’s Modeling Efforts 

MGE developed three different futures for their EGEAS analysis namely, the 

business-as-usual or reference future, carbon constrained future, and a carbon constrained future 

with higher gas and LMP prices.  MGE’s EGEAS scenarios analyze their least-cost plan as 

optimized by EGEAS in these said futures.  In addition to the scenario analysis, MGE studied eight 

sensitivities in EGEAS.  These sensitivities include screening of new coal-based planning 

alternative, screening of new nuclear based planning alternative, screening of new biomass-based 

planning alternative, and screening of the Riverside option.  For all the above said scenarios and 

sensitivities, MGE assumed solar resources receiving a capacity accreditation of 50 percent in the 

http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20441801
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20441157
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MISO market.  MGE also performed other EGEAS sensitivities assuming solar resources receiving 

40 percent, 30 percent, 20 percent and 70 percent capacity accreditation in the MISO market. 

When the retirement dates of Columbia Units 1 and 2 were revised, Commission staff 

requested MGE to submit updated EGEAS modeling to reflect the updated retirement dates.  (PSC 

REF#: 445220.) 

MGE also performed PROMOD analysis for the years 2022, 2024 and 2027 to obtain LMP 

differentials between the West Riverside site and the MGE load zone.  These differentials obtained 

from PROMOD were then extrapolated for the intermediate years and used as an input to MGE’s 

EGEAS analysis. 

Commission Review of Madison Gas and Electric Company’s Modeling Efforts 

The results of the EGEAS analysis show that the West Riverside acquisition is part of the 

least-cost plan for meeting MGE’s future electric power supply needs as optimized by EGEAS.  

Under each scenario submitted by MGE, the singular scenario in which the model did not select 

the West Riverside acquisition as part of the least-cost plan was when West Riverside was 

purposely excluded from the model.  The net present value of the least-cost EGEAS model plan 

where the West Riverside generating unit is not available shows that MGE’s total electric system 

cost is higher than if the West Riverside acquisition was available as an option.  Raising natural 

gas fuel prices beyond reasonable prices within each scenario and sensitivity submitted by MGE 

still resulted in the West Riverside acquisition being selected.  Specifically, natural gas fuel 

prices for every natural gas generating unit were raised to 300 percent of their current values 

within the model.  LMP prices for West Riverside were raised to 2,100 percent of the MGE 

value, in addition to raising natural gas fuel prices to 300 percent in the reference future and 

http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20445220
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20445220
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carbon constrained futures.  The EGEAS model continued to select West Riverside as part of the 

least-cost plan for MGE to meet its capacity needs.   

In its review of the PROMOD modeling submitted by MGE, Commission staff was able 

to replicate the MGE PROMOD model runs using the supplied database.  Additionally, 

Commission staff reproduced, and was able to replicate, MGE’s LMP cost differential between 

the West Riverside and MGE system nodes.  Commission staff then modified the PROMOD 

model to incorporate the delayed retirement dates recently announced for the Columbia and 

Edgewater coal-fired generating units and reran the PROMOD model.  The LMP cost differential 

between the West Riverside and MGE system nodes was recalculated using the output from the 

Commission staff modified PROMOD run.  The change in the LMP cost differential between the 

West Riverside and MGE system nodes from the MGE modeling and the staff modified 

PROMOD model run was approximately 10 percent. 

Based on this analysis, the Commission may find the acquisition by MGE reasonable, 

based on the proportion of the projected cost to the value of the additional capacity, and in the 

public interest. 

Applicants’ Needs, Alternatives, and Economic Analysis 

Wisconsin Power and Light Company 

WP&L currently owns 91 percent of the capacity generated by West Riverside.  The 

remaining 9 percent interest is owned by a group of 3 separate electric cooperatives.  If the 

Commission approves this transaction, WP&L’s ownership stake will be further diluted to 

73.8 percent (537.2 MW), while WPSC will acquire 13.8 percent (100 MW) of the current 

capacity and MGE will acquire 3.4 percent (25 MW).  



17 

Based on the modeling runs provided by the applicant in this docket, Commission 

approval of the sale of West Riverside’s proposed capacity would yield a cumulative revenue 

requirement increase of approximately $203 million over the remaining 33-year horizon of 

WP&L’s CEB compared to the current ownership stake of the facility’s generating capacity.  

Recent public announcements of plans to delay the retirement of some coal-fired generation by 

the applicant’s necessitated further modeling of the CEB to capture the ongoing revenue 

requirement impact of these delays in light of the proposed West Riverside capacity sale.  When 

factoring in these delayed retirements, an additional $55 million was added to the revenue 

requirement in the applicant’s 33-year forecast.  This brings the total forecasted revenue 

requirement impact of the CEB for the applicant’s ratepayers to $258 million by 2055.  The 

timing of that increased revenue requirement will largely be felt by ratepayers in the first 5 years 

post-sale as coal-fired generation is continued, and attenuate beyond 2026 once those coal assets 

are retired.  Modeling runs were conducted using the applicant’s after-tax weighted average cost 

of capital (WACC), which is consistent with past Commission practices. 

The revenue requirement increase is notable, but the risk of the facility becoming a 

stranded asset primarily financed by WP&L ratepayers is reduced materially in the future.  While 

the inherent risk for any generation facility to become a stranded asset can never be completely 

avoided, the cost of such a potential stranding will be financed partially by the other applicant’s 

ratepayers in the future with Commission approval of this sale. 

WEC Energy Group 

WEPCO, via WPSC, intends to acquire a 100 MW share of generating capacity from 

West Riverside for approximate $102 million.  WEC retains an option to purchase up to an 

additional 100 MW (total 200 MW) of West Riverside capacity as well.  Commission staff 
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worked with the applicant to develop and evaluate a series of modeling runs that reflected the 

most likely financial scenarios (escalating natural gas purchase prices) under which the 

applicant’s GRP portfolio was to incorporate the proposed generation capacity purchase from 

West Riverside.  In these seven scenarios, modeling results for all but one case “chose” the 

proposed West Riverside capacity purchase over the alternatives when the model was 

unconstrained.  Revenue requirement savings over the applicant’s most likely status quo case in 

these scenarios ranged from approximately $596,000 to $1,990,000 on an NPV basis.   

Madison Gas and Electric Company 

MGE intends to acquire a 25 MW share of generating capacity from West Riverside for 

approximately $25 million, and retains an option to purchase up to an additional 25 MW (total 

50 MW) as well.  Commission staff reviewed the modeling analysis provided by MGE as part of 

the record in this docket and was able to validate the results of MGE’S PROMOD and EGEAS 

modeling analysis.  Commission staff was also able to validate MGE’s claim that the updated 

estimated ownership cost of MGE’s 50 MW share of the West Riverside Energy Center 

($1,005/kW now vs. $1,050/kW previously) served only to improve the cost-effectiveness of the 

MGE option to purchase a 50 MW share of the West Riverside Energy Center as compared to 

the original analysis.  (PSC REF#: 441807.)  Additionally, Commission staff was able to validate 

that delaying the retirements of Columbia Units 1 and 2 from 2023 and 2024 to 2026 did not 

affect whether or not EGEAS selected West Riverside.  

Acquisition Price 

The Commission, consistent with its past practice, may find it reasonable to review in a 

future rate case the recoverability of costs associated with the acquisition, O&M costs, and 

revenues associated with the applicants’ purchase of ownership shares of West Riverside.  Each 

http://intranet/pages/viewconfdoc.htm?docid=%20441807
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of the applicants stated it will reflect its portion of the net book value acquisition price in its rate 

base.  As of December 31, 2021, the acquisition prices were $101,934,792 between WP&L and 

WPSC and $25,114,369 between WP&L and MGE.  The applicants note that these amounts will 

be updated at the time of the closing of each transaction, meaning the actual acquisition pricing 

may be different.  WPSC and MGE have also incurred transaction costs for the performance of 

due diligence and negotiation of the transactions, for which WPSC and MGE will be requesting 

Commission authorization to defer and recover these costs in future ratemaking procedures. 

Acquisition Agreements 

 The Commission may find it reasonable to require, for informational purposes only, the 

applicants to provide copies of the executed agreements between the applicants.  The 

Commission’s ability to have access to the executed terms of these agreements would provide 

clarity on the timelines for transfer and operation, the division of responsibility between the 

applicants for operation of the facilities, and thus confirmation of those final terms of the 

acquisition. 

Market Concentration  

Since West Riverside has been treated solely as an asset of WP&L in past market 

concentration analyses, the capacity sale proposed in this docket necessitates a refreshed look at 

capacity market concentration for large Wisconsin investor-owned utilities.  Commission staff 

first provided a baseline market concentration without the sale of West Riverside’s proposed 

capacity in this docket.  Capacity values for this analysis are taken from each utility’s 2021 form 

10-K filings.  In this analysis, WEC Energy Group utilities are treated as a single entity for the 

HHI calculation. 
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The total market HHI prior to the proposed sale of West Riverside capacity is 4128.5, which would 

be considered a highly concentrated market by the Department of Justice (DOJ) criteria.  The 

executed sale of the proposed West Riverside capacity would result in an HHI of 4155.0 which is a 

slight increase of 26.5.   

Generation Type MGE WPL WEPCO/WPSC NSPW Total Percent
Gas Capacity 468.00    2,909.00 3,647.00           214.00 7,238.00   50.03%
Wind Capacity 123.00    476.00    494.00              1,093.00   7.55%
Solar Capacity 142.00    57.00      200.00              399.00      2.76%
Biomass Capacity 58.00                30.00   88.00        0.61%
Hydro Capacity 60.00      172.00              258.00 490.00      3.39%
Coal Capacity 328.00    1,009.00 3,439.00           384.00 5,160.00   35.66%
Total 1,061.00 4,511.00 8,010.00           886.00 14,468.00 100.00%
Market Share 7.33% 31.18% 55.36% 6.12% 100.00%
HHI 53.8 972.1 3065.1 37.5 4128.5

Wisconsin Utility Capacity (Combined WEC utiilties) w/o West Riverside Capacity Sale

MGE
1,061.00 
7.33%

WPL
4,511.00 
31.18%

WEPCO/WPSC
8,010.00 
55.36%

NSPW
886.00 
6.12%

Wisconsin Utility Capacity without West Riverside Capacity Sale
(kW) - Market Share
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This increase in HHI with the executed sale of the proposed West Riverside capacity is 

considered a small decrease in competition in a highly concentrated market.  Under this scenario, 

the sale of the proposed West Riverside capacity and its subsequent increase in the applicants’ 

market share should not adversely affect wholesale competition, as evidenced by the small 

increase in the HHI. 

Generation Type MGE WPL WEPCO/WPSC NSPW Total Percent
Gas Capacity 493.00    2,784.00 3,747.00           214.00 7,238.00   50.03%
Wind Capacity 123.00    476.00    494.00              1,093.00   7.55%
Solar Capacity 142.00    57.00      200.00              399.00      2.76%
Biomass Capacity 58.00                30.00   88.00        0.61%
Hydro Capacity 60.00      172.00              258.00 490.00      3.39%
Coal Capacity 328.00    1,009.00 3,439.00           384.00 5,160.00   35.66%
Total 1,086.00 4,386.00 8,110.00           886.00 14,468.00 100.00%
Market Share 7.51% 30.32% 56.05% 6.12% 100.00%
HHI 56.3 919.0 3142.1 37.5 4155.0

Wisconsin Utility Capacity (Combined WEC utiilties) w/ West Riverside Capacity Sale

MGE
1,086.00 
7.51%

WPL
4,386.00 
30.32%WEPCO/WPSC

8,110.00 
56.05%

NSPW
886.00 
6.12%

Wisconsin Utility Capacity with West Riverside Capacity Sale
(kW) - Market Share
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Public Interest Considerations 

Based upon the economic analysis demonstrating the customer benefits of the transaction 

and the other considerations discussed above, the Commission may find the transaction 

reasonable and in the public interest.  Further, the Commission’s consideration, and potentially 

the inclusion, of the conditions identified in this memorandum may further support a 

Commission finding that the proposed transaction is in the public interest.  As such, the 

Commission may find it reasonable that the proposed purchase is consistent with the public 

interest. 

Energy Priorities Law 

Wisconsin Stat. § 196.025 provides that “[t]o the extent cost-effective, technically 

feasible and environmental sound, the Commission shall implement the priorities under Wis. 

Stat. § 1.12(4) in making all energy-related decisions.”  The proposed transaction is the 

acquisition of partial ownership shares of the West Riverside from WP&L by WPSC and MGE.  

The proposed reallocation of ownership percentages in the West Riverside facility, rather than 

adding overall energy or capacity resources to the state of Wisconsin’s generation fleet.  No 

circumstances exist that would lead a decision-maker to conclude that any of the higher energy 

priorities listed in Wis. Stat. §§ 1.12 and 196.025 would be applicable, or provide a cost-effective 

alternative to the proposed transfer of ownership shares.  Commission staff found support for the 

applicants’ assertion that both applicants need additional capacity, nor did Commission staff find 

any evidence in the record that shows energy conservation or efficiency would meet the 

applicants’ stated capacity needs. 
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Environmental Impacts 

This is a Type III action under Wis. Admin. Code § PSC 4.10(3).  No unusual 

circumstances suggesting the likelihood of significant environmental effects on the human 

environment have come to the Commission’s attention.  Preparation of an environmental impact 

statement under Wis. Stat. § 1.11 is not required.  The proposed ownership transfer is not expected 

to affect any historic properties under Wis. Stat. § 44.40, or any threatened or endangered species 

under Wis. Stat. § 29.604.  Moreover, West Riverside is an existing facility approved through a 

previous Commission review in docket 6680-CE-176.  The Commission may find it reasonable 

that the proposed ownership transfers comply with Wis. Stat. § 1.11 and Wis. Admin. Code 

ch. PSC 4. 

Use of Brownfields 

Here, the West Riverside facility is located at a site already used for the generation of 

electrical power.  The Commission may conclude that an analysis of the use of brownfields is not 

applicable. 

Summary of Proposed Conditions 

 For purposes of clarity for both the Commission and the applicants, the proposed language 

of the conditions identified for the Commission’s consideration in this memorandum is as follows: 

1. The applicants shall notify the Commission of the effective date of the purchase 

and sale of the project within 30 days of the effective date of the transfer.  

2. If the applicants do not proceed to closing or enter into any arrangement with 

another party regarding ownership or operation of the project, the applicants shall provide prior 

notice to the Commission.   
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3. Within 60 days of the effective date of the transfer, the applicants shall file with 

the Commission the final closing purchase price and, for informational purposes only, copies of 

the executed agreements.  

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; 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. After completion of the proposed acquisition, the applicants shall submit to the 

Commission the proposed accounting entries to record the sale/acquisition of the West Riverside 

generation capacity. 

Commission Alternatives 

Alternative One:  Approve the transaction as proposed in the application. 

Alternative Two:  Approve the proposed transaction with any or all of the conditions 

identified by Commission staff in this memorandum. 

Alternative Three:  Do not approve the proposed transaction. 
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