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To the Parties: 
 
The Commission memorandum concerning the joint application of Wisconsin Electric Power 
Company and Wisconsin Public Service Corporation for authority to purchase the Whitewater 
Power Station is being provided to the parties for comment.  Comments must be received by 
1:30 p.m. on Thursday, November 3, 2022.  Party comments must be filed using the 
Commission’s ERF system.  The ERF system can be accessed through the Public Service 
Commission’s web site at http://psc.wi.gov.  Members of the public may file comments using the 
ERF system or may file an original in person or by mail at the Public Service Commission, 4822 
Madison Yards Way, P.O. Box 7854, Madison, Wisconsin 53707-7854. 
 
Please direct questions about this docket or requests for additional accommodations for persons 
with a disability to the Commission’s docket coordinator William Taylor at (608) 267-8967 or 
William.Taylor@wisconsin.gov. 
 
Sincerely, 
 

 
 
Martin R. Day 
Administrator 
Division of Energy Regulation and Analysis 
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PUBLIC SERVICE COMMISSION OF WISCONSIN 
Memorandum 
 
October 25, 2022 
 
FOR COMMISSION AGENDA 
 
TO:  The Commission  

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

 

RE:  Joint Application of Wisconsin Electric Power Company and 
Wisconsin Public Service Corporation for Authority to 
Purchase/Sell Whitewater Power Station located in Jefferson 
County, Wisconsin 

5-BS-264 

Suggested Minute: The Commission (approved/approved with conditions/did not approve) the 
proposed application of Wisconsin Electric Power Company and Wisconsin Public 
Service Corporation for a Certificate of Authority to Purchase the Whitewater Power 
Station in the City of Whitewater, Jefferson County, Wisconsin. 

Introduction 

On December 21, 2021, Wisconsin Electric Power Company (WEPCO) and Wisconsin 

Public Service Corporation (WPSC) (together, applicants) filed a joint application under Wis. Stat. 

§ 196.49 seeking approval from the Commission for a Certificate of Authority (CA) allowing 

applicants to purchase the 236.5 megawatt (MW) LSP-Whitewater Cogeneration Facility 

(Whitewater), a natural gas-fired combined cycle electric generating facility, at a total cost of 

$72,650,000, with each applicant paying 50 percent of the purchase price and owning 50 percent of 

Whitewater’s capacity.  (PSC REF#: 427716 confidential; PSC REF#: 427717 public.1) 

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

http://intranet/pages/viewconfdoc.htm?docid=%20427716
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20427717
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Whitewater is located in the city of Whitewater in Jefferson County, and WEPCO 

currently purchases all of its output pursuant to a power purchase agreement (PPA) with 

Whitewater’s current owner, LSP-Whitewater Limited Partnership (LSP-WW). 

A Notice of Investigation (NOI) was issued on July 14, 2022.  (PSC REF#: 442705.)  The 

NOI stated that the Commission did not intend to hold a hearing in this matter.  A hearing was 

neither requested nor held. 

Background 

WEPCO is a public utility, as defined in Wis. Stat. § 196.01(5), that is engaged in the 

production, distribution, and sale of electricity to approximately 1,145,000 customers in 26 

different counties in eastern Wisconsin. 

WPSC is a public utility, as defined in Wis. Stat. § 196.01(5), engaged in the production, 

distribution, and sale of electricity, and in the purchase, distribution, and sale of natural gas in a 

service area of approximately 11,000 square miles in north-central and northeastern Wisconsin 

and adjacent parts of upper Michigan.  Cities that WPSC serves with retail electric service or 

natural gas service include Green Bay, Marinette, Oshkosh, Rhinelander, Sheboygan, Stevens 

Point, and Wausau in Wisconsin, and Menominee in Michigan.  Both WEPCO and WPSC are 

operating subsidiaries of WEC Energy Group (WEC), a holding company based in Milwaukee, 

Wisconsin. 

Whitewater is a natural gas-fired combined cycle electric generating facility with a 

nameplate capacity of 236.5 MW.  The facility began commercial operation in 1997 and is 

currently owned by LSP-WW.  The facility has sold all of its energy and capacity to the 

applicants under the terms of a long-term power purchase agreement (PPA).  The applicants state 

http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20442705
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that, if the proposed CA is approved, each applicant will own 50 percent of Whitewater’s 

capacity (approximately 118.25 MW each). 

The applicants state that purchasing and owning Whitewater will enable them to maintain 

a source of low-carbon, reliable, dispatchable capacity and energy in their generating portfolio as 

they transition their generating fleet to meet their targeted CO2 reduction levels.  The applicants 

recently announced their Generation Reshaping Plan (GRP) to lower their carbon emissions by 

80 percent from 2005 levels by 2030 and for their generation fleet to be net carbon neutral by 

2050.  It aims to achieve that goal by retiring older, less efficient fossil fuel plants, and investing 

in low-cost, highly efficient natural gas generation, renewable generation, and storage resources 

in Wisconsin. 

Standard for Approval 

The applicants seek approval for a CA under Wis. Stat. § 196.49.  Wis. Stat. § 196.49(2) 

states: 

[n]o public utility may begin the construction, installation or operation of any new 
plant, equipment, property or facility, nor the construction or installation of any 
extension, improvement or addition to its existing plant, equipment, property, 
apparatus or facilities unless the public utility has complied with any applicable 
rule or order of the commission. 
 

Under the provisions of Wis. Stat. § 196.49(3): 2 
 
The Commission may require by rule or special order that no addition to a plant 
“may proceed until the Commission has certified that public convenience and 

 
2 A distinction between Wis. Stat. § 196.49(3) and Wis. Stat. § 196.80(1m)(e) relates to the nature of the facility 
being acquired.  Wisconsin Stat. § 196.49(3) makes no mention of whether facilities subject to acquisition are 
considered public utility plant or property constituting an operating unit or system, whereas Wis. Stat. § 
196.80(1m)(e) explicitly applies to acquisitions of a “public utility plant or property constituting an operating unit or 
system.”  It would be reasonable to conclude that Wis. Stat. § 196.80 is not applicable to this acquisition because 
Whitewater is not currently a public utility plan or property consisting of an operating unit or system.  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=%20339856
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necessity require the project.” Wis. Stat. § 196.49(3).  The Commission may 
refuse to certify a project if it appears that the completion of the project will do 
any of the following: 
1. Substantially impair the efficiency of the service of the public utility. 
2. Provide facilities unreasonably in excess of the probable future 

requirements. 
3. When placed in operation, add to the cost of service without 

proportionately increasing the value or available quantity of service unless 
the public utility waives consideration by the commission, in the fixation 
of rates, of such consequent increase of cost of service. 

 
Pursuant to Wis. Admin. Code § PSC 112.05(1)(a), electric utilities must obtain 

Commission authorization to place in service a generating plant or unit whose costs exceed the 

threshold established in Wis. Admin. Code § PSC 112.05(3).  The applicants are required to 

obtain a CA to acquire the project because the purchase price allocated to each applicant exceeds 

the threshold cost level of $12,446,000 applicable to each applicant.3 

The record in this matter involves the proposed purchase and acquisition of the Whitewater 

facility from LSP-WW to the applicants.  The terms of the sale have been negotiated in the Asset 

Purchase Agreement.  (PSC REF#: 430895 confidential, PSC REF#: 430896 public.) 

Applicants’ Needs, Alternatives, and Economic Analysis 

 LSP-WW owns 100 percent of the Whitewater power station and sells 100 percent of the 

236.5 MW generation to WEPCO under the current PPA.  The two constituent members of the 

WEC group, WEPCO and WPSC, seek to purchase the facility with each applicant paying for 

and owning 50 percent (118.25 MW) of the facility.  The applicants modeled an extension of the 

existing PPA for both a 10- and 15-year term and claim the acquisition of the Whitewater facility 

has net present value (NPV) savings of $31 million and $57 million respectively when compared 

to the 10 and 15 year PPA extensions. 

 
3Construction Cost Threshold Update Letter 2022 - PSC REF#: 435633. 

http://intranet/pages/viewconfdoc.htm?docid=%20430895
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20430896
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20435633
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The application describes WEC’s broader plan, the GRP, for 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 require the retirement of approximately 1,600 MW of 

generation, including approximately 1,385 MW of coal-fired electric generating facilities (WPSC’s 

ownership shares of Columbia Units 1 and 2 and the WEPCO South Oak Creek Units 5 through 8).  

With these intended retirements, the applicants will have an energy and capacity need that will be 

partially offset by the 236.5 MW of the Whitewater facility. 

The applicants indicate that a combination of solar photovoltaic (PV), wind, battery energy 

storage systems (BESS), and natural gas fired generating units will be utilized as the basis for 

replacement of the retiring generation.  The applicants note that natural gas-fired electric 

generating facilities emit approximately 50 percent less carbon dioxide than coal-fired electric 

generating facilities, so the high efficiency Whitewater facility would be consistent with the goal of 

lower carbon dioxide emissions.  Moreover, since Whitewater is a dispatchable resource, having 

such facilities as part of the GRP will provide greater reliability to the WEC fleet, since a 

significant portion of the GRP as currently envisioned will be non-dispatchable renewable 

generation. 

The applicants state that they anticipate the Whitewater facility has at least 15 more years 

of economic operational life.  The facility is forecasted to be operated with a low capacity factor 

and will primarily be used to meet the capacity needs of the applicants.  The applicants indicate 

that the acquisition of Whitewater as part of the GRP allows deferral of planned investment in 

BESS, which positions the applicants to meet the goal of lower carbon dioxide emissions and 
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maintain reliability through the transition to more dependence on intermittent renewable 

generation. 

Applicants performed their alternatives and economic analysis by evaluating the GRP using 

the PLEXOS modeling software.  More specifically, applicants evaluated each utility’s optimal 

long-term expansion plan separately with consideration of 50 percent ownership of Whitewater 

with each utility owning 118.25 MW of the facility’s generating capacity.  PLEXOS modeling 

software is capable of simulating market conditions and can recommend alternative types of 

generation including storage resource options as part of an optimal resource expansion plan.   

Applicant’s Modeling Efforts 

The applicants performed modeling in support of their application using the PLEXOS 

software program.  At the request of Commission staff, the applicants modeled a number of 

sensitivities in addition to their base model and provided modeling output files for both WPSC and 

WEPCO separately.  (PSC REF#: 434861.)  Included in the sensitivities requested was an explicit 

modeling of demand side response, energy efficiency, an unconstrained model with 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 

Whitewater 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 

Whitewater acquisition to the GRP portfolio.  A further sensitivity exploring how increasing or 

decreasing natural gas prices affects the PLEXOS model choosing the Whitewater acquisition was 

also provided at staff’s request, among a number of sensitivities provided.  These models were all 

updated to include the extension of the operational lives of the Columbia and South Oak Creek 

units. 

http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20434861
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Commission Review of Applicants’ Modeling Efforts 

Commission staff reviewed the applicants’ PLEXOS modeling inputs and outputs.  The 

PLEXOS model allows for the forecast and simulation of future generation portfolios and allows 

for evaluation and identification of the least cost resource option.  The applicants’ modeling 

contained three scenarios:  status quo, Scenario A, and Scenario B.  The status quo represented 

the scenario where generating units that were operating at the time of the original modeling 

continued to run for the modeling study period.  Scenario A allowed for an unconstrained choice 

of new generating units in the period between 2023 and 2026, regardless of whether those units 

could realistically be constructed and placed into service within that timeframe.  Scenario B 

allowed an unconstrained choice of new generating units in the period between 2023 and 2026, 

but includes only those units that could realistically be constructed and placed into service within 

that timeframe.  For each scenario the applicants modeled additional sensitivities including 

variation in the forecasted price of carbon dioxide emissions. 

Commission staff reviewed the PLEXOS modeling submitted by the applicants and 

replicated the Total Revenue Requirement NPV for each utility, which represents the total 

forecasted cost of the generation fleet ownership and operation over the whole study period.  (PSC 

REF#: 443584.)  Commission staff also formulated NPV calculations of select modeling 

sensitivities beyond those supplied by the applicants for approximately 36 modeling cases.  While 

Commission staff could replicate the total revenue requirement in terms of NPV estimates, they 

could not independently validate the output results of the PLEXOS modeling runs as the 

Commission does not access to use the PLEXOS software.  The Whitewater facility acquisition 

was selected by the PLEXOS model in the majority of the cases submitted by the applicants, with 

the exceptions of where natural gas prices were modeled with an additional increase of greater than 

http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20443584
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20443584
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100 percent of the value assumed in the Scenario A modeling runs.  These exceptions were 

consistent for both WEPCO and WPSC.  When comparing these exceptions where the Whitewater 

facility acquisition was not selected to cases under the Scenario B modeling runs, the model sought 

to replace natural gas generation resources with solar resources for WPSC and solar with BESS 

resource for WEPCO in the near term.  In total, the model selected approximately 105 MW of solar 

resources for WPSC and 292 MW of solar and BESS resources for WEPCO to be built within the 

next three to four years in addition to planned resources, which may not be representative of 

realistic in-service timeframes. 

In addition to calculating NPV for the PLEXOS modeling scenarios, Commission staff 

also reviewed the forecasted capacity factors of the Whitewater facility considering the 

sensitivities where natural gas prices were increased by factors of 50 percent, 100 percent, 

150 percent, and 200 percent.  Commission staff compared the forecast over the study period 

with applicants claim of the facility expected facility operation in the application and found the 

forecast for varying sensitivities to be reasonable.  Commission staff believe that the modeling of 

the Whitewater facility generation profile is consistent in meeting the applicants’ need for 

capacity. 

Commission staff requested the applicants to provide a modeling sensitivity analysis 

where the Whitewater facility acquisition was instead modeled as a power purchase agreement 

(PPA) rather than utility ownership.  (PSC REF#: 440692.)  In its response, the applicants 

modeled an extension of the existing PPA for both a 10-and 15-year term and claim the 

acquisition of the Whitewater facility has NPV savings of $31 million and $57 million combined 

between WPSC and WEPCO when compared to the 10- and 15-year PPA extensions.  (PSC 

REF#: 441684.)  Commission staff calculated NPVs from PLEXOS modeling case runs with 

http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20440692
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20441684
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20441684
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updated in-service dates and using the unconstrained Scenario A modeling runs and found NPV 

savings of approximately $72 million, where WPSC showed $37 million in savings and WEPCO 

showed $35 million in savings.  The variations in NPV savings may be attributed to updates in 

the modeling runs as compared to results provided at the time of the application, using differing 

scenarios, or referencing differing sensitivities, though Commission calculated NPVs align in 

that the modeling shows NPV savings for acquisition of the Whitewater facility when compared 

to extension of a PPA. 

Commission staff requested the applicants provide the results of a sensitivity analysis to 

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

Whitewater facility acquisition.  The sensitivity analysis was to include scenarios that increase 

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

Energy contributions.  (PSC REF#: 440692.)  In producing this sensitivity, applicants analyzed 

the Focus on Energy’s Potential Study as well as energy efficiency and demand response data 

from U.S. Energy Information Administration (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 

calculations supplied by the applicants.  (PSC REF#: 441682.)  The applicants annual peak 

demand reduction used in the calculation was replicated using sales data reported in the 2021 

Annual Report and total state sales as filed.  (PSC REF#: 441683.)  Commission staff verified 

that the numbers in the calculation were derived from the EIA data.  In its review of the PLEXOS 

modeling output cases, Commission staff observed the model selecting 100 percent increased 

energy efficiency funding option was part of the optimal generation expansion plan in each 

sensitivity, though the timeframe of when the energy efficiency resource was selected varied by 

http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20440692
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20441682
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20441683
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sensitivity.  Commission staff also reviewed the applicants’ estimated cost of a demand response-

derived megawatt of peak demand calculation.  Based on the EIA data supplied, the estimated 

annual cost for actual peak demand savings was deemed reasonable by Commission staff.   

Commission staff requested the applicants provide the results of a sensitivity analysis 

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

resource.  (PSC REF#: 440692.)  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 for each utility.  (PSC REF#: 443584.)  The varying scenarios and sensitivities 

indicate NPV savings when including the Whitewater facility acquisition that range from 

$25 million to $163 million for both utilities combined.  In many of the Scenario B sensitivities, 

which again as described above restrict the PLEXOS model to select units that can be 

realistically placed into service in the near term, the least cost generation resource plan includes 

generic fossil fuel generation either in the form of generic combustion turbine for WEPCO and 

reciprocating internal combustion engines for WPSC.  As described further below, the 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 Whitewater 

acquisition and would reasonably result in higher NPVs for scenarios where generic fossil fuel is 

selected as a replacement.  In many of the Scenario A sensitivities, where the model is allowed to 

select generic units which may not be feasibly constructed in the near term, the least cost 

generation resource plan includes substantial generic solar and BESS resources for WEPCO and 

some generic combustion turbine resources for WPSC.  The sensitivity analysis indicates the 

model seeks to replace the Whitewater facility acquisition with generic units which are able to 

meet the capacity constraints within the model but do so with higher NPV when combined 

http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20440692
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20443584
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between both utilities for all sensitivities.  A partial exception is contained in the sensitivity in 

Scenario A and where the cost of carbon emissions is high, where in the WEPCO modeling case 

shows a lower NPV due to much higher selection of both solar and solar and BESS resources, 

which as stated previously may not be feasibly constructed in the near term.  Commission staff’s 

review of the sensitivity indicate that the Whitewater facility acquisition is part of the least cost 

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

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

extension of the South Oak Creek and Columbia coal units.  (PSC REF#: 447135, PSC REF#: 

447141 confidential, PSC REF#: 447142 public.)  Commission staff’s review of the applicant 

responses suggest that a substantial portion of the savings that were expected to occur 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. 

Acquisition Price 

For WPSC, the first year base rate revenue requirement of the proposed acquisition 

(depreciation, return on debt and equity of the investment and income taxes) will be $5.7 million.  

In the aggregate, the base rate revenue requirement for WPSC’s customers will be $64.2 million 

over the assumed 15-year life of Whitewater.  For WEPCO, the first year base rate revenue 

requirement will be $5.9 million, and the aggregate base rate revenue requirement for WEPCO’s 

customers will be $65.3 million. 

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, Operations and 

Maintenance (O&M) costs, and revenues associated with the applicants’ purchase Whitewater.  

Each of the applicants stated it will reflect its portion of the full acquisition cost in its rate base.  

http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20447135
http://intranet/pages/viewconfdoc.htm?docid=%20447141
http://intranet/pages/viewconfdoc.htm?docid=%20447141
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20447142
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The base purchase price under the Asset Purchase Agreement (APA) is $72,650,000, with each 

applicant paying 50 percent of this price.  The APA defines the terms and conditions under 

which the applicants will acquire LSP-WW’s primary asset, the Whitewater facility, and 

associated assets.  A copy of the APA is included with the application as Appendix C.  (PSC 

REF#: 430895 confidential; PSC REF#: 430896 public.)  The Terms of the APA seem reasonable 

and similar to those approved in the Application of Northern States Power Company for approval 

to Acquire Ownership of the Western Mustang Solar Electric Generation Facility.  (PSC REF#: 

401749 confidential; PSC REF#: 401750 public.) The purchase price will be allocated among the 

purchased assets in accordance with a methodology taking into account the fair market value of 

the assets. 

In addition to the base purchase price under the APA, the acquisition would entail a 

purchase of spare parts for Whitewater’s combustion turbines (at a cost of $3 million) and fuel oil 

inventory (at current market price), as well as certain transaction costs estimated at $852,500 

(principally the cost of performing due diligence, including attorney fees, environmental services, 

real estate services and other third-party costs, and not including internal labor).  The applicants 

also seek to recover these costs.  The applicants state that the spare parts will be placed in 

inventory and expensed as they are consumed during the operation of the facility and that the fuel 

oil inventory will also be placed into inventory and included as fuel costs when consumed.  The 

applicants propose to include the owners’ costs as an increase to the capital cost of the acquired 

assets, as those costs would not have been incurred but for the proposed acquisition. 

The applicants indicate that the price of the Whitewater facility can be represented as 

approximately $310 per kW, whereas a new advanced combustion turbine plant may cost 

approximately $750 per kW.  (PSC REF#: 427716.)  EIA data indicates a cost of $785 per kW 

http://intranet/pages/viewconfdoc.htm?docid=%20430895
http://intranet/pages/viewconfdoc.htm?docid=%20430895
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20430896
https://intranet/ERF/ERFview/viewconfdoc.aspx?docid=401749
https://intranet/ERF/ERFview/viewconfdoc.aspx?docid=401749
https://intranet/ERF/ERFview/viewdoc.aspx?docid=401750
http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20427716
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for a new industrial frame combustion turbine which is reasonably approximate to the estimated 

costs indicated by the applicants.4 

Market concentration  

Because the Whitewater facility is not owned by WEPCO, it has been excluded 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 the Whitewater facility’s 

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

2021 form 10- K filings. 

 

 
4 U.S. Energy Information Administration: Energy Market Model, March 2022 pp. 6. Accessed September 22, 2022. 
https://www.eia.gov/outlooks/aeo/assumptions/pdf/electricity.pdf 

Generation Type MGE WPL WEPCO WPSC NSPW Total %
Gas Capacity 468.00     2,247.00   2,400.00   1,247.00   214.00      6,576.00   47.63%
Wind Capacity 123.00     476.00      337.00      157.00      1,093.00     7.92%
Solar Capacity 142.00     57.00       200.00      399.00        2.89%
Biomass Capacity 58.00       30.00       88.00         0.64%
Hydro Capacity 60.00       90.00       82.00       258.00      490.00        3.55%
Coal Capacity 328.00     1,009.00   2,409.00   1,030.00   384.00      5,160.00     37.38%
Total Capacity 1,061.00   3,849.00   5,294.00   2,716.00   886.00      13,806.00   100.00%
Market Share 7.69% 27.88% 38.35% 19.67% 6.42% 100.00%
HHI 59.1 777.2 1470.4 387.0 41.2 2734.9

Wisconsin Utility Capacity w/o Whitewater sale
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The total market HHI prior to the proposed Whitewater sale is 2734.9, which would be 

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

executed sale of the Whitewater facility would result in an HHI of 2741 which is a slight 

increase of 6.1 

. 

Generation Type MGE WPL WEPCO WPSC NSPW Total %
Gas Capacity 468.00     2,247.00   2,518.00   1,365.00   214.00      6,812.00   48.51%
Wind Capacity 123.00     476.00      337.00      157.00      1,093.00     7.78%
Solar Capacity 142.00     57.00       200.00      399.00        2.84%
Biomass Capacity 58.00       30.00       88.00         0.63%
Hydro Capacity 60.00       90.00       82.00       258.00      490.00        3.49%
Coal Capacity 328.00     1,009.00   2,409.00   1,030.00   384.00      5,160.00     36.75%
Total Capacity 1,061.00   3,849.00   5,412.00   2,834.00   886.00      14,042.00   100.00%
Market Share 7.56% 27.41% 38.54% 20.18% 6.31% 100.00%
HHI 57.1 751.3 1485.4 407.3 39.8 2741.0

Wisconsin Utility Capacity w/ Whitewater sale
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Combining the WEC group entities into a single entity, the HHI shows a slightly larger 

increase.  

 

Generation Type MGE WPL WEPCO/WPSC NSPW Total %
Gas Capacity 468.00      2,247.00   3,647.00          214.00      6,576.00     47.63%
Wind Capacity 123.00      476.00      494.00            1,093.00     7.92%
Solar Capacity 142.00      57.00       200.00            399.00        2.89%
Biomass Capacity 58.00              30.00       88.00         0.64%
Hydro Capacity 60.00       172.00            258.00      490.00        3.55%
Coal Capacity 328.00      1,009.00   3,439.00          384.00      5,160.00     37.38%
Total 1,061.00    3,849.00   8,010.00          886.00      13,806.00   100.00%
Market Share 7.69% 27.88% 58.02% 6.42% 100.00%
HHI 59.1 777.2 3366.1 41.2 4243.6

Wisconsin Utility Capacity (Combined WEC utiilties) w/o Whitewater sale
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The total market HHI prior to the proposed sale of the Whitewater facility is 4243.6, 

which would be considered a highly concentrated market by the Department of Justice (DOJ) 

criteria.  The executed sale of the proposed Whitewater facility would result in an HHI of 

4296.7 which is a slight increase of 53.1. 

 

Generation Type MGE WPL WEPCO/WPSC NSPW Total %
Gas Capacity 468.00      2,247.00   3,883.00          214.00      6,812.00     48.51%
Wind Capacity 123.00      476.00      494.00            1,093.00     7.78%
Solar Capacity 142.00      57.00       200.00            399.00        2.84%
Biomass Capacity 58.00              30.00       88.00         0.63%
Hydro Capacity 60.00       172.00            258.00      490.00        3.49%
Coal Capacity 328.00      1,009.00   3,439.00          384.00      5,160.00     36.75%
Total 1,061.00    3,849.00   8,246.00          886.00      14,042.00   100.00%
Market Share 7.56% 27.41% 58.72% 6.31% 100.00%
HHI 57.1 751.3 3448.5 39.8 4296.7

Wisconsin Utility Capacity (Combined WEC utiilties) w/ Whitewater sale
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This increase in HHI with the sale of the proposed Whitewater facility is considered a small 

decrease in competition in a highly concentrated market.  Under this scenario, the sale of the 

proposed Whitewater facility and its subsequent change in the applicants’ market share should not 

adversely affect wholesale competition, as evidenced by the small increase in the HHI. 

Review of Statutory Criteria 

The Commission staff review of expansion plan modeling indicates that there is a need 

for replacement generation capacity for both WEPCO and WPSC.  Further, Commission staff 

analysis show the flexibility and ramping capability of natural gas generating facilities such as 

Whitewater complement other generation acquisitions in the GRP.  As previously stated, the 

applicants’ acquisition of the Whitewater facility will increase or maintain the quantity of 

service, by acquiring direct ownership of approximately 236.5 MW of generating capacity rather 

than purchasing the energy and capacity through a PPA.  The economic analysis and modeling 

demonstrate increased customer benefits as a result of the transaction when compared to 
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extensions of the PPA ranging from $31 million to $72 million combined between both WEPCO 

and WPSC.   

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

and the other considerations discussed above, it is Commission staff’s view that the Commission 

could reasonably find that the public convenience and necessity require the acquisition. Wis. 

Stat. § 196.49(3)(b).  Commission staff review of the modeling found that the proposed 

transaction was part of the optimal expansion plan in most of the sensitivities requested by 

Commission staff.  The optimal expansion plan represents the highest customer benefit while 

meeting the modeling constraints that represent providing reliable service to customers.  Hence, 

the Commission could find that the applicants have demonstrated that the purchase of the project 

will not add to their cost of service without proportionately increasing the value or available 

quantity of service. Wis. Stat. § 196.49(3)(b)(3).  In addition, the Commission may find it 

reasonable to conclude that the purchase of the project would neither substantially impair the 

efficiency of the applicants’ service (Wis. Stat. § 196.49(3)(b)(1)), nor provide facilities 

unreasonably in excess of their probable future requirements (Wis. Stat. § 196.49(3)(b)(2)).  The 

purchase of the project would allow the applicants to maintain or improve the efficiency of their 

service through direct ownership of a generating facility of which they already purchase energy 

and capacity from through a PPA.  Conversely, not purchasing the project could substantially 

impair the efficiency of the applicants’ service as both WEPCO and WPSC needs for capacity to 

reliably serve customers would not be met.  Further, as stated above, the applicants have 

demonstrated a need for replacement generation capacity that this project with help solve in 

combination with other projects within the GRP. 
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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.”  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 purchase of the Whitewater 

facility by the applicants.  Commission staff found support for the applicants’ assertion that both 

applicants need additional capacity and did not find any evidence in the record that shows energy 

conservation or efficiency would meet the applicants’ stated capacity needs. 

Wisconsin Stat. § 196.025(1)(b)1. further provides that “In a proceeding in which an 

investor-owned electric public utility is a party, the commission shall not order or otherwise 

impose energy conservation or efficiency requirements on the investor-owned electric public utility 

if the commission has fulfilled all of its duties under s. 196.374 and the investor-owned electric 

public utility has satisfied the requirements of s. 196.374 for the year prior to commencement of 

the proceeding, as specified in s. 196.374 (8).”  The applicants state that they have satisfied all the 

requirements of Wis. Stat. § 196.374(8).  (PSC REF#: 427716.) 

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, Whitewater is an existing facility approved through a 

http://apps.psc.wi.gov/pages/viewdoc.htm?docid=%20427716
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previous Commission review.  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 

When considering issuing a CA for the construction of electric generating equipment and 

associated facilities, the Commission may only grant a CA if it determines that brownfields were 

used to the extent practicable.  Wisconsin Stat. § 196.49(4).  Here, the Whitewater facility is 

located at a site used for the generation of electrical power.  The Commission may find it 

reasonable that the use of brownfields was not practicable. 

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 

of the projects 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 projected projects, the applicants shall 

provide prior notice to the Commission.  Further, within 60 days of the effective date of the 

transfer, the applicants shall file with the Commission the final closing purchase price. 

3. 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 projects; 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 
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2 percent, the applicants shall notify the Commission within 30 days of when it becomes aware 

of the possible cost increase. 

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

Commission the proposed accounting entries to record the sale/acquisition of the Whitewater 

facility. 

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. 

MRD:WAT:dsa:jlt:DL: 01906527 
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