Citizen Comments: Brent Schondelmeyer
IPL Capacity Request for Proposal

Public Utilities Advisory Board

April 18, 2019

Please accept these written comments on the IPL Power Supply RFP.

My name is Brent Schondelmeyer. | live at 3704 S. Grand and am a member of Indy Energy, a
citizen group that has promoted broader community engagement and understanding about the
opportunities and responsibilities for providing public power to over 55,000 customers in our
community.

The comments will be brief.
We support the closure of the city-owned Blue Valley power plant.
We understand the need to obtain sufficient capacity to meet the 12% in excess of demand.

The staff analysis and evaluation report identifies the Oneta options — 10, 15 or 20-years
capacity only or capacity and energy — represent the most cost effective way to secure capacity.

The Oneta Option
There are some questions | would raise about the Oneta option.

Public presentations on the Power Supply RFP Evaluation said one of the “pros” for the Oneta
proposal is:

“IPL would be able to annually adjust the contract capacity to match its load
requirements as it experiences changes in peak demand.”

It would be helpful to have a fuller understanding how adjustable an Oneta contract actually
would be.

e Isthe 45 MW an annual requirement for the length of the contract?

e st possible to reduce the contract capacity below the 45 MW in any given year?

e s the flexibility limited to the amounts between 45 MW (annual minimum) and 75
(annual maximum)?

e s there a cancellation penalty for early termination of the agreement

The proposed ordinance on the April 15 City Council agenda is for 45 MW and includes some
general summary of the contract provisions; an actual contract is not yet available.

These questions become important relative to the length of the Oneta contract. There appears
to be little cost differential in capacity only pricing based on figures in Table 2 of the evaluation
report. (See Table 2)

While there is a value in having fixed predictable pricing, long-term fixed pricing limits the
opportunity to take advantage of over-the-horizon opportunities to provide firm deliverable
capacity through options such as wind energy with battery storage.



There is tremendous wind capacity within the Southwest Power Pool which will become
deliverable firm capacity with the industrial development of battery storage.

Table 2 — Proposal Summary

Proposals Location Product(s) Size Term Capacity Pricing Energy Pricing MNotes
(Mw) (8/1kw-year)
Pleasant Hill S1.40/MWh + $2,618/start +
Dogwood Purchase MO " | SPP Capacity and Energy | 50-70 Life 544 6.88 MMBtu/Mwh * £525/kw
(SSouthern Star/MMBtu + $0.17 /MMBtu)
2021 - 2040 5100
12.5 |2022-2041 580
2023 - 2042 S64
. Blue Valley 2021 - 2040 5102 Also offered 5 and 10-
Able Grid Storage PPA 161 kv SPP Capacity Only 25 [2002 2081 a8 N/A yesr terms at slightly
Substation 2023 - 2042 577 higher cost
2021 -2040 5129
50 |2022-2041 5117
2023 -2042 5108
2020 510 Capacity sourced from
NextEra PPA SPP SPP Capacity Only 25-50| 2020 - 2024 523 N/A renewable resources
2020-2029 533
) $7.18/MWh + 8.65 MMBtu/Mwh * Recips
Pu':':':;:;igs’:::‘a::";;‘ Blue Valley SPP Capacity and Energy % 2022+ »172 {S$Southern Star/MMBtu + SSpire/MMBiu) 51,996/kw
161 kv {Paper Capacity 2020- 15 | 2025-2044 5122 5$18.41/Mwh Storage
NextEra 4x0 Recips Substation 2021) 7 2002 + 157 $7.18/MWh + 8.65 MMBtu/MWwh * Recips
Purchase {SSouthern Star/MMBtu + S$Spire/MMBiu) 51,807 /kw
y . 50 2020 11
The City of Lincoln, NE |\ 1 e SPP Capacity Only 13 2021 215 N/A
FPA 3 2022 517
PP South 25-50 |2020-2024 $47 521.70/Mwh
Morgan Stanley PPA Hub SPP Capacity and Emergy | 25-50 | 2020 - 2029 $132 $23.00/Mwh 7x24 Must Take Energy
25-50 |2020-2034 5132 $24.25/Mwh
. 2020 -2029 524 -569 $1.05/MWh + 52,522 /start +
,f;;ki::;:t;:;‘;v 2020 2034] _$24 §73 7.15 MMBtu/Mwh *
. l2erf0-2039 | 524 -S78==l (5 Panhandle/MMbtu + $0.48/MMBtu)
Oneta Power PPA Coweta, OK 2020 -2024 $27-530 Years 1-3 Capacity Only
. 2020 -2029 $27-534
SPP Capacity Only 3020 3034 535533 NfA
2020-203%9 $23-535
‘\-._
SPP Capacity §24-629 NJA
Tenaska PPA Longview, TX SPP Capacity and Call 50 |2020-2024 33 -39 11.25 MMBtu/MWh *
Option Energy {$ Henry Hub/MMBtu + $0.15/MMBtu)

Here’s a headline from just last month

Renewables ‘have won the race’ against coal and are starting to beat natural gas

Mar 29, 2019

The rapidly dropping cost of renewable energy has upended energy economics in recent years,
with new solar and wind plants now significantly cheaper than coal power.

But new research shows another major change is afoot: The cost of batteries has been
declining so unexpectedly rapidly that renewables plus battery storage are now cheaper than
even natural gas plants in many applications, according to a report released this week by
Bloomberg New Energy Finance (BNEF).

BNEF analyzed pricing data from almost 7,000 power projects in 46 countries that span 20
energy technologies, including coal, gas, nuclear, battery storage, solar photovoltaics (PV), and
wind.

They report that electricity prices “for onshore wind, solar PV and offshore wind have fallen by
49 percent, 84 percent and 56 percent respectively since 2010.” Costs for lithium-ion battery
storage have dropped 76 percent since 2012 — and plunged 35 percent in the past year alone.

These price drops have been global game changers.



https://www.spp.org/newsroom/press-releases/as-it-turns-five-southwest-power-pool-s-integrated-marketplace-is-saving-billions-and-enabling-big-changes-in-energy-dispatch/
https://about.bnef.com/blog/battery-powers-latest-plunge-costs-threatens-coal-gas/
https://about.bnef.com/blog/battery-powers-latest-plunge-costs-threatens-coal-gas/

“SPP dispatches the most reliable and lowest-cost generation to meet load, remaining
agnostic to fuel sources (i.e., SPP doesn’t favor fossil fuels, renewables or any other
particular generation type over another),” the release states.

Wind is a growing part of that. The release notes:

“In 2008, wind energy made up just 3 percent of SPP’s annual energy production: about
six gigawatt-hours (GWh) of the 176 GWh produced that year. In 2018, SPP produced
276 GWh of energy, of which wind made up 23 percent or 65 GWh. At a given moment,
SPP has reliably met as much as 69 percent of its load with renewable resources and 64
percent with wind alone: a level that would have been unthinkable just a few years ago.”

Over the past decade, SPP has invested $10 billion in transmission infrastructure to move wind
and solar energy to where it is needed.

We believe the further development of wind (combined with industrial development of battery
storage) will occur early on in a 20-year capacity contract with a natural gas fired plant.

Recommendation: Enter into a five-year capacity only contact with Oneta at $27/kw year
(Table 2) which is the same as the 10-year rate.

A 20-year contract seems too long. Just seven years ago, IPL was looking to buy into or build a
coal-power plant.

The Dogwood Option

There has been some discussion about expanding IPL’s ownership interest in the Dogwood
Energy Center in Pleasant Hills.

For the same reasons cited above, this would be a poor if not imprudent choice.

In 2012, IPL decided to pay $45.8 million for 75 MW which was a 12.3% ownership interest in
the power plant. IPL’s purchase was funded through a bond issue. By virtue of its ownership
interest, IPL has a seat on an operating committee.

As of June 30, 2018, there is a balance of $33.1 million left on the 2012 bond issue which has a
maturity date of June 2037. The bonds are callable in 2021 which would provide an opportunity
to restructure the debt at that time.

This option would require a more thorough review of Dogwood’s current financial performance
and due diligence relative to assuming expanded risks and opportunity for expanded
ownership.

Attached is a copy of the approved 2019 Dogwood Energy Facility annual budget and 2020-23
forecasts obtained through an open records request.


https://www.indyenergy.org/s/Asset_Purchase_Memo03-26-12.pdf
https://www.indyenergy.org/s/EP628693-EP491919-EP892689.pdf

The forecast (next page) shows project net cash flow for the five-year period 2019-2023.

DOGWOOD ENERGY FACILITY -- BUDGET 2019 Approved Page 2
CASH FLOW STATEMENT FORMAT
($000)
JAN FEB MAR APR MAY JUN JuL AUG SEP ocT NOV DEC 2018 2020 2021 2022 2023
Generation (GWh) 138 9 82 143 173 208 257 231 150 140 82 214 1,893 1,859 1,962 1,908 1,859
Revenues
Day-Ahead Energy Sales 4,780 3,224 1,954 4458 5,401 6,954 8,971 7873 4,986 4,460 2,419 7.015 62,504 63,183 63,082 62,757 63,210
Real Time Energy Optimization - - - - - - - - - - . - = . . . B
Ancillary Services 96 64 39 89 108 139 179 167 100 89 48 140 1,250 1,264 1.262 1,255 1,264
Total Revenues 4886 3,288 1,993 4,547 5509 7,093 9,151 8,030 5085 4,549 2,467 7,156 63,754 | 64,457 | 64,343 64013 64474
Variable Operating Expense
Fuel 3306 2308 1416 28980 3462 4213 5240 4742 3075 2855 1704 4653 39,865 39.008| 38261| 37620| 37658
VOM Consumables 160 13 73 169 239 352 410 379 177 165 97 253 2,587 2,732 2,791 2,767 2,751
LTSA Variable Charge (Cash Basis) - 302 - - 248 - - 918 - - 1,332 - 2,800 3,804 3,883 3,864 3,834
Fuel Variable Transport 11 7 5 11 14 16 20 18 12 11 [ 17 148 153 154 148 145
Total Variable Operating Expense 3477 2730 1494 3070 3963 4,581 5870 6057 3265 3,031 3139 4922 45400 45877 45088| 4400 4s388
Energy Gross Margin 1,409 558 499 1477 1,547 2,511 3.481 1973 1,821 1,518 (672) 2233 18,354 18,580 19,256 19,603 20,087
Fixed Operating Expense
Piant Labor 311 771 307 35z 312 313 312 308 312 354 317 a2z 4,281 4317 4,465 4,554 4,645
Planned Projects 9 228 30 27 1,400 114 210 210 58 25 579 30 2,920 2,700 2,754 2,809 2,865
Recurring Maintenance & Services. 157 280 184 162 476 160 208 180 181 158 434 154 2,693 2,747 2,802 2,858 2915
Water (Fixed) 28 28 28 28 28 28 28 28 28 28 28 28 EEL) 338 338 338 -
Purchased Electricty 48 46 46 48 48 46 46 46 46 46 46 48 550 561 572 584 585
Fixed Fuel Transportation Expense 359 324 292 203 272 3N 322 322 263 210 203 359 3,441 3441 3.441 3,441 3441
Insurance Costs 150 - - as50 - - - - - - - - 1,000 1,020 1,040 1,061 1,082
EMA Fixed Fee 36 36 36 36 36 36 36 36 36 36 36 36 435 444 453 462 a7
DPM & Professional Support 44 215 40 40 250 29 32 210 29 29 210 29 1,1874—T.780 | 1203 T2rri— 1252
Total Fixed Operating Expenses 1,141 1,930 942 1,743 2821 1,038 1,193 1,339 933 886 1,854 1,005 825| 16,808 17,068 17,334 17,
Capital Expenditures. - 1,132 - 314 - - 100 - - 568 1,200 1,376 2,685
Net Cash Flow 386 498

Here’s a summary for the five-year period shows a net cash flow of $3.=

2019 | -S1,873
2020 $396
2021 -5498
2022 -$341
2023 $2,319
5-year Total $3

The Dogwood Q4 2018 Report contains significant operating detail but also this sobering
financial assessment:

“For the full year 2018, Dogwood ended with 52.3 million of positive cash flow. This is
the first year in Dogwood'’s joint-ownership period that ended in a positive cash flow
position.” (Page 11)

In short, Dogwood is far too risky.

If the PUAB does not recommend that the City purchase the capacity from Dogwood, and if the
City Council decides to buy an expanded Dogwood ownership, the PUAB, acting pursuant to
City Charter Section 3.18, should request that the City Council communicate to the PUAB the
reasons the City Council voted to expand the City's ownership in Dogwood.

This is not the time to expand IPL’s natural gas generation mix given the changing energy
market, the associated risks of ownership (generator failure, decommissioning, etc.) and does
not warrant the assuming these risks on the off chance of realizing potential “profits” by selling
energy in the Southwest Power Pool Integrated market.

Thanks for your voluntary service and commitment to this challenging work.
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