STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

K %k %k sk sk

In the matter, on the Commission’s own motion,
regarding the regulatory reviews, revisions,
determinations, and/or approvals necessary for
CONSUMERS ENERGY COMPANY to fully
comply with Public Act 295 of 2008.

Case No. U-15805

N N N N N N

At the December 19, 2019 meeting of the Michigan Public Service Commission in Lansing,
Michigan.
PRESENT: Hon. Sally A. Talberg, Chairman

Hon. Daniel C. Scripps, Commissioner
Hon. Tremaine L. Phillips, Commissioner

ORDER

On October 24, 2019, Consumers Energy Company (Consumers) filed an application, with
supporting testimony and exhibits, pursuant to Section 28(4) of 2008 PA 295, as amended by 2016
PA 342, MCL 460.1028(4), requesting ex parte review and approval of the Balance of Plant
Engineering, Procurement and Construction (BOP EPC) Agreement between Consumers and
Barton Malow Company (Barton Malow), and the Gratiot Farms Wind Project Turbine Purchase
Agreement (TPA) between Consumers and General Electric Company (GE), attached to
Consumers’ application as Attachments 1 and 2, respectively.! The proposed agreements support

the Development Asset Acquisition (DAA) Agreement, which enables Consumers to acquire the

! Consumers filed partially redacted versions of the agreements. On November 7, 2019, the
Commission Staff (Staff) reviewed unredacted versions of the agreements.



Gratiot Farms Wind Project (Gratiot Farms) assets and construct and operate Gratiot Farms after
the acquisition. Gratiot Farms is a 150 megawatt (MW) wind farm located in Gratiot County,
Michigan. The DAA Agreement was approved in the February 7, 2019 order in this case.

On May 1, 2018, Consumers entered into the DAA Agreement with Gratiot Farms Wind
Project, LLC, to acquire Gratiot Farms. Prior to this agreement, Consumers evaluated turbine
purchase agreement proposals from two vendors. Proposals were evaluated for scope, schedule,
technology, and contractual terms and conditions. Consumers states that it also used a financial
model to determine a 31-year levelized cost using purchase price, selected options, estimated BOP
EPC cost, net capacity factor derived from wind resource modeling and the turbine’s power curve,
and operations and maintenance services for each project. The resulting DAA Agreement was
negotiated based on the technology of the turbine supplier that offered the lowest levelized cost of
energy (LCOE). Included in the DAA Agreement was a provision for safe-harbor turbines.

Consumers began discussions with turbine suppliers for the remaining turbines needed for the
Gratiot Farms project. Consumers states that it was advised that the cost of the turbines would
increase due to changing market conditions and recently enacted steel import tariffs. Application,
p. 4. The combined effect of these cost increases has increased the total project cost of Gratiot
Farms. In light of this change, Consumers renewed discussions with another turbine supplier: GE.
Consumers states that GE provided capital costs that were in line with previous TPAs executed by
Consumers and with the TPA cost estimate that the company had originally assumed for the
Gratiot Farms TPA. Since the GE safe-harbor turbines were able to be substituted for the turbines
originally provided for in the DAA Agreement, Consumers negotiated and executed the TPA for

the balance of plant turbine supply for Gratiot Farms with GE.
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Under the TPA for Gratiot Farms, GE will provide 53 GE 2.5-127 turbines and deliver the
seven GE 2.3-116 safe-harbor turbines obtained under the DAA Agreement. The GE 2.5-127
turbines produce 2.5 MW each, have a 127 meter rotor diameter, and stand on 89 meter towers.
Consumers states that it expects to qualify for 100% of the production tax credit by relying on the
5% financial safe harbor test and by placing the turbines in service by December 31, 2020.
Application, p. 5. Consumers states that if delays prevent placing the turbines in service before
December 31, 2020, there are contractual provisions designed to protect customers and the
company. Id.

Consumers established a list of possible contractors capable of providing the balance of plant
construction services, including equipment, labor, tools, supervision, materials, engineering, and
procurement services for a 150 MW wind farm. Four contractors from this list were issued a
formal request for proposal (RFP) on November 8, 2018, and a revised RFP on April 5, 2019.
Consumers received three proposals by the due date of May 16, 2019. Consumers selected Barton
Malow as the Gratiot Farms BOP EPC contractor.

Consumers’ original financial modeling yielded an LCOE of $46 per megawatt-hour (MWh)
for Gratiot Farms. Consumers states that updated financial modeling has yielded an LCOE of
$52/MWh for two primary reasons. First, the higher LCOE is due to increased turbine costs
resulting from steel import tariffs, which resulted in the change in the wind turbine technology for
the TPA. Second, the higher LCOE is the result of a change in calculating the capacity factor for
Gratiot Farms. Consumers states that the cost of the BOP EPC Agreement is consistent with costs
previously assumed when calculating the LCOE for Gratiot Farms. Application, p. 6.

The change in capacity factor for Gratiot Farms came from a third-party study conducted

under the direction of Consumers. The study generated a report indicating a capacity factor almost
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2% lower than originally estimated for Gratiot Farms. Application, p. 7. The change in capacity
factor contributed to increasing the project LCOE to $52/MWh. While the new LCOE has
increased, it is still lower than the $57.75/MWh levelized cost for new wind projects included in
Consumers’ renewable energy plan.

Consumers seeks approval of the TPA and the BOP EPC Agreement, and “assurance that the
full actual costs of Gratiot Farms will be recoverable through the combined application of the
transfer price mechanism and, if necessary, the Renewable Energy surcharge.” Application, p. 10.
Consumers also requests approval of the use of the 2017 Transfer Price Schedule approved in the

March 29, 2018 order in Case No. U-18241.

Discussion
MCL 460.1028 states, in pertinent part:

(3) Subject to subsection (5), each electric provider shall meet the renewable energy
credit standards with renewable energy credits obtained by 1 or more of the
following means:

(a) Generating electricity from renewable energy systems for sale to retail
customers.

(b) Purchasing or otherwise acquiring renewable energy credits with or without the
associated renewable energy.

(4) For an electric provider whose rates are regulated by the commission, the
electric provider shall submit a contract entered into for the purposes of subsection
(3) to the commission for review and approval. If the commission approves the
contract, it shall be considered consistent with the electric provider’s renewable
energy plan. The commission shall not approve a contract based on an unsolicited
proposal unless the commission determines that the unsolicited proposal provides
opportunities that may not otherwise be available or commercially practical through
a competitive bid process.

Further, MCL 460.1047(6) provides:

After achieving compliance with the renewable energy standard for 2015, the actual
costs reasonably and prudently incurred to continue to comply with this subpart
both during and after the conclusion of the 20-year period beginning when the
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electric provider’s plan is approved by the commission shall be considered costs of
service. The commission shall determine a mechanism for an electric provider
whose rates are regulated by the commission to recover these costs in its retail
electric rates, subject to the retail rate impact limits in section 45. Remaining and
future regulatory assets shall be recovered consistent with subsections (3) and (4)
and section 49.

The Commission has reviewed the TPA and the BOC EPC Agreement submitted by
Consumers and finds that they should be approved. The Commission finds that both agreements
are consistent with Consumers’ approved REP in Case No. U-18231 and notes that the new LCOE
is still lower than the LCOE for new wind projects approved in that plan. The Commission agrees
to provide assurance that the full costs of the TPA and the BOC EPC Agreement will be
recoverable through the application of the transfer price schedule approved in the March 29, 2018
order in Case No. U-18241 (which has previously been approved for this project). The
Commission notes that it will review Consumers’ actions and costs associated with these two
agreements in a contested case proceeding pursuant to MCL 460.1047 during the utility’s
corresponding REP reconciliation process. The Commission also finds that ex parte review and

approval is appropriate because the TPA and the BOC EPC Agreement will not result in an

increase in the cost of service to customers. See, MCL 460.6a(3).

THEREFORE, IT IS ORDERED that:

A. The Turbine Purchase Agreement between Consumers Energy Company and General
Electric Company and the Balance of Plant Engineering, Procurement, and Construction
Agreement between Consumers Energy Company and Barton Malow Company for the Gratiot

Farms Wind Project, are approved as in compliance with Section 28 of 2008 PA 295, as amended

by 2016 PA 342, MCL 460.1028(4).
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B. The Commission provides assurance that the full costs of the Turbine Purchase Agreement
between Consumers Energy Company and General Electric Company and the Balance of Plant
Engineering, Procurement, and Construction Agreement between Consumers Energy Company
and Barton Malow Company for the Gratiot Farms Wind Project will be recoverable through the
application of the transfer price schedule approved in the March 29, 2018 order in Case No. U-

18241, subject to the renewable energy plan reconciliation process.
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The Commission reserves jurisdiction and may issue further orders as necessary.

Any party desiring to appeal this order must do so in the appropriate court within 30 days after
issuance and notice of this order, pursuant to MCL 462.26. To comply with the Michigan Rules of
Court’s requirement to notify the Commission of an appeal, appellants shall send required notices
to both the Commission’s Executive Secretary and to the Commission’s Legal Counsel.

Electronic notifications should be sent to the Executive Secretary at mpscedockets@michigan.gov

and to the Michigan Department of the Attorney General - Public Service Division at

pungpl@michigan.gov. In lieu of electronic submissions, paper copies of such notifications may

be sent to the Executive Secretary and the Attorney General - Public Service Division at 7109
W. Saginaw Hwy., Lansing, MI 48917.

MICHIGAN PUBLIC SERVICE COMMISSION

o

Sally A. Talberg, Chairman
Daniel C. Scripps, Commissioner

Tremaine L. Phillips, Commissioner

By its action of December 19, 2019.

Lisa Felice, Executive Secretary
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PROOF OF SERVICE

STATE OF MICHIGAN )

Case No. U-15805

County of Ingham )

Brianna Brown being duly sworn, deposes and says that on December 19, 2019 A.D. she
electronically notified the attached list of this Commission Order via e-mail transmission,

to the persons as shown on the attached service list (Listserv Distribution List).

ﬁmm%ﬁw

Brianna Brown(_/"

Subscribed and sworn to before me
this 19" day of December 2019.

(L LP S s

Angela P.*Sanderson

Notary Public, Shiawassee County, Michigan
As acting in Eaton County

My Commission Expires: May 21, 2024




Service List for Case:

U-15805

Name

Email Address

Anne M. Uitvliugt
Bradley D. Klein

Consumers Energy Company 1 of 2
Consumers Energy Company 2 of 2

Don L. Keskey
Donald E. Erickson
Eric J. Schneidewind
Gary A. Gensch Jr.
Jennifer L. Copland
John M. Dempsey
Kristin M. Smith
Leland R. Rosier
Meleah D. Geertsma
Richard J. Aaron
Robert B. Nelson
Robert Kelter
Roderick S. Coy
Ross K. Bower Il

anne.uitvlugt@cmsenergy.com
bklein@elpc.org
mpsc.filings@cmsenergy.com
michael.torrey@cmsenergy.com
donkeskey@publiclawresourcecenter.com
donaldericksonatty@sbcglobal.net
ejschneidewind@varnumlaw.com
gary.genschjr@cmsenergy.com
jcopland@law.msu.edu
jdempsey@dickinsonwright.com
smithk20@michigan.gov
Irrosier@clarkhill.com
mgeertsma@elpc.org
raaron@dykema.com
rnelson@fraserlawfirm.com
rkelter@elpc.org
rcoy@clarkhill.com
rbower@fsblawyers.com



GEMOTION DISTRIBUTION SERVICE LIST

kadarkwa@itctransco.com ITC
tjlundgren@varnumlaw.com Energy Michigan
lachappelle@varnumlaw.com Energy Michigan

awallin@cloverland.com Cloverland
bmalaski@cloverland.com Cloverland
mheise@cloverland.com Cloverland

vobmgr@UP.NET
braukerL@MICHIGAN.GOV
info@VILLAGEOFCLINTON.ORG
jgraham@HOMEWORKS.ORG
mkappler@HOMEWORKS.ORG
psimmer@HOMEWORKS.ORG
frucheyb@DTEENERGY.COM
mpscfilings@CMSENERGY.COM
jim.vansickle @SEMCOENERGY.COM
kay8643990@YAHOO.COM
christine.kane@we-energies.com
jlarsen@uppco.com
dave.allen@TEAMMIDWEST.COM
bob.hance@teammidwest.com
tharrell @ALGERDELTA.COM
tonya@CECELEC.COM

Village of Baraga

Linda Brauker

Village of Clinton

Tri-County Electric Co-Op
Tri-County Electric Co-Op
Tri-County Electric Co-Op
Citizens Gas Fuel Company
Consumers Energy Company
SEMCO Energy Gas Company
Superior Energy Company

WEC Energy Group

Upper Peninsula Power Company
Midwest Energy Coop

Midwest Energy Coop

Alger Delta Cooperative
Cherryland Electric Cooperative

bscott@GLENERGY.COM
sculver@glenergy.com
kmarklein@STEPHENSON-MI.COM
debbie@ONTOREA.COM
ddemaestri@PIEG.COM
dbraun@TECMI.COOP
rbishop@BISHOPENERGY.COM
mkuchera@AEPENERGY.COM
todd.mortimer@CMSENERGY.COM
igoodman@commerceenergy.com
david.fein@CONSTELLATION.COM
kate.stanley@CONSTELLATION.COM

kate.fleche@CONSTELLATION.COM
mpscfilings@DTEENERGY.COM
bgorman@FIRSTENERGYCORP.COM
rarchiba@FOSTEROIL.COM
greg.bass@calpinesolutions.com
rabaey@SES4ENERGY.COM
cborr@WPSCI.COM

cityelectric@ ESCANABA.ORG
crystalfallsmgr@HOTMAIL.COM
felicel @MICHIGAN.GOV
mmann@USGANDE.COM
mpolega@GLADSTONEMI.COM

Great Lakes Energy Cooperative
Great Lakes Energy Cooperative
Stephenson Utilities Department
Ontonagon County Rural Elec

Presque Isle Electric & Gas Cooperative, INC

Thumb Electric

Bishop Energy

AEP Energy

CMS Energy

Just Energy Solutions
Constellation Energy
Constellation Energy
Constellation New Energy
DTE Energy

First Energy

My Choice Energy
Calpine Energy Solutions
Santana Energy

Spartan Renewable Energy, Inc. (Wolverine Power Marketing Corp)

City of Escanaba

City of Crystal Falls

Lisa Felice

Michigan Gas & Electric
City of Gladstone
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GEMOTION DISTRIBUTION SERVICE LIST

riferguson @INTEGRYSGROUP.COM

Irgustafson@CMSENERGY.COM
daustin@IGSENERGY.COM
krichel@DLIB.INFO
cityelectric@BAYCITYMI.ORG
Stephen.serkaian@lbwl.com
jreynolds@MBLP.ORG

bschlansker@PREMIERENERGYLLC.COM

ttarkiewicz@CITYOFMARSHALL.COM

d.motley@COMCAST.NET
mpauley@GRANGERNET.COM

ElectricDept@PORTLAND-MICHIGAN.ORG

gdg@alpenapower.com

dbodine @LIBERTYPOWERCORP.COM

leew@WVPA.COM

kmolitor@ WPSCI.COM

ham557 @GMAIL.COM
BusinessOffice@REALGY.COM
landerson@VEENERGY.COM
cmcarthur@HILLSDALEBPU.COM
mrzwiers@INTEGRYSGROUP.COM

Teresa.ringenbach@directenergy.com

christina.crable@directenergy.com

angela.schorr@directenergy.com
ryan.harwell@directenergy.com
johnbistranin@realgy.com
kabraham@mpower.org
mgobrien@aep.com
mvorabouth@ses4energy.com
suzy@megautilities.org
tanya@meagutilities.org
hnester@itctransco.com
Ipage@dickinsonwright.com
Deborah.e.erwin@xcelenergy.com
mmpeck@fischerfranklin.com

CANDACE.GONZALES@cmsenergy.com

JHDillavou@midamericanenergyservices.com

JCAltmayer@midamericanenergyservices.com

LMLann@midamericanenergyservices.com

karl.j.hoesly@xcelenergy.com

kerri.wade@teammidwest.com

dixie.teague@teammidwest.com

meghan.tarver@teammidwest.com

Karen.wienke@cmsenergy.com

Michael.torrey@cmsenergy.com

Integrys Group

Lisa Gustafson

Interstate Gas Supply Inc

Thomas Krichel

Bay City Electric Light & Power
Lansing Board of Water and Light
Marquette Board of Light & Power
Premier Energy Marketing LLC
City of Marshall

Doug Motley

Marc Pauley

City of Portland

Alpena Power

Liberty Power

Wabash Valley Power

Wolverine Power

Lowell S.

Realgy Energy Services

Volunteer Energy Services
Hillsdale Board of Public Utilities
Michigan Gas Utilities/Upper Penn Power/Wisconsin
Direct Energy

Direct Energy

Direct Energy

Direct Energy

Realgy Corp.

Katie Abraham, MMEA

Indiana Michigan Power Company
Santana Energy

MEGA

MEGA

ITC Holdings

Dickinson Wright

Xcel Energy

Matthew Peck

Consumers Energy

MidAmerican Energy Services, LLC
MidAmerican Energy Services, LLC
MidAmerican Energy Services, LLC
Northern States Power

Midwest Energy Coop
Midwest Energy Coop
Midwest Energy Coop
Consumers Energy
Consumers Energy
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croziera@dteenergy.com

stanczakd@dteenergy.com

Michelle.Schlosser@xcelenergy.com

dburks@glenergy.com
kabraham@mpower.org

kerdmann@atcllc.com

handrew@atcllc.com

mary.wolter@wecenergygroup.com

phil@allendaleheating.com

DTE Energy

DTE Energy

Xcel Energy

Great Lakes Energy

Michigan Public Power Agency
American Transmission Company
American Transmission Company
UMERC, MERC and MGU

Phil Forner


mailto:croziera@dteenergy.com
mailto:stanczakd@dteenergy.com
mailto:Michelle.Schlosser@xcelenergy.com
mailto:dburks@glenergy.com
mailto:kabraham@mpower.org
mailto:kerdmann@atcllc.com
mailto:handrew@atcllc.com
mailto:mary.wolter@wecenergygroup.com
mailto:phil@allendaleheating.com

	U-15805.pdf
	P R O O F   O F   S E R V I C E
	Case No. U-15805

	Service List - U-15805.pdf
	Sheet1



		2019-12-19T14:10:13-0500
	Sally Talberg


		2019-12-19T14:10:25-0500
	Dan Scripps


		2019-12-19T14:11:06-0500
	Tremaine Phillips


		2019-12-19T14:11:19-0500
	Lisa Felice




