Question and Answers from the Public Related to the
Power Generation Town Hall Meeting
1. What is the total cost (including gas and staff time) of 30 years' worth of generation expressed per
annual MW? Contract purchases would include all costs of generation including staff time.
•

A thorough financial analysis of PROENERGY’s offer was conducted by the City of Independence.
This analysis included a thorough review of the following financial items:
o Annual debt service on the base price ($69.35 million and interest rate of 4.5%)
o Annual fixed and variable Operation and Maintenance (O&M) costs
o
o Fuel and other consumables
o Major and minor overhaul costs
o Insurance costs
o Annual market opportunity (conservatively estimated at $2.5 million) resulting in a net cost over
30 years of $49,082,764

•

It should be noted that additional staff will not be required to run the new units. As there will be no new
staff required, staffing costs will not change if this generation project is approved.

•

Expressed annually in Dollars ($)/Megawatt (MW), this net cost would be $18,529 given- the average
output over a year for the Blue Valley Power Plant is 88.3 MW.

•

After a thorough review of all options to replace capacity from the Blue Valley Power Plant, it was
determined that the average annual cost for the proposed turbines from PROENERGY provides the
lowest cost option. It is also significantly less expensive than all of City of Independence’s Power and
Light Department’s (IPL) current annual power purchase agreements (Dogwood, Iatan, and NC2) and
cheaper than current capacity contracts.

2. What would it look like if instead of replacing with new technology, IPL replaced with purchase
agreements?
•

Generally, power purchase agreements involve multiple parts and logistics including energy, capacity,
debt service, operating and maintenance expenses, and fuel costs. While the energy cost may be
competitive, the other cost implications must be considered.

•

Requests for new contracts must be reviewed in Southwest Power Pool’s (SPP) annual Transmission
Planning Study and IPL’s transmission costs to deliver the energy from the source to Independence
customers is also assessed.

•

In addition, retiring the existing combustion turbines without replacement generation within
Independence will require an estimated one-time $48+ Million in transmission and distribution upgrades
in order to maintain the same level of reliability to the Independence ratepayers.

•

The combination of contracts, transmission costs, and system upgrades has the potential to far exceed
the cost of the replacement generation proposed.

Technology /
Option
Wind

Purchase Requirements

Battery

300MW would give 90MW Capacity
Even with a 30% reduction of pricing
620MW would give 90MW Capacity
At current market rates of $30/MWh
Tech not ready yet, could get 5-10MW

Dogwood
Capacity
Coal PPA
No replacement
of generation
locally

Ownership at current pricing (including debt
service)
Current rates
Like Iatan or NC2 at current agreements
Transmission Projects for grid reliability in
addition to any option above (2022 pricing
$48M)

New LM6000
Recip Bid
Alternate Aero

2 X 45MW New Aero ($116M)
5 X 18MW Recips ($116M)
3 X FT8 (81MW) ($97M)

Solar

2 X 45MW Aero dispatchable resource
ProEnergy Bid
($70M)
All PPAs and co-ownership normalized to 90MW

Annual
Cost

Annual
Revenue
Potential

Annual
Net Cost

Annual
$/MW

$42M
$27.6M
$44.4M
$27.8M

$20.6M
$20.6M
$18M
$18M

$21.4M
$7.0M
$26.4M
$9.8M

$238K
$78K
$293K
$108K

$14.5M
$3.8M
$21M

$7.2M
$0M
$6.4M

$7.3M
$3.8M
$14.6M

$81K
$42K
$162K

$3M

$0M

$3M

N/A

$6.7M
$6.7M
$6.1M

$2.8M
$1.4M
$2.1M

$3.9M
$5.3M
$4.0M

$43K
$59K
$49K

$4.3M

$2.5M

$1.8M

$20K

3. How is IPL helping people use less energy?
The City of Independence Power and Light Department is consistently addressing energy efficiency and
encouraging less energy consumption through several programs and communication outreach materials
including the following:
•

Rebate programs for qualifying energy efficient HVAC equipment.
o For further information on the customer programs on the City’s website visit
indep.us/iplprogramsandservices

•

Home Energy Loan Program (HELP) in partnership with City Credit Union

•

The utility portion of the City’s website also has energy saving tips and information about getting a
home energy audit.

•

The monthly City of Independence Utility Newsletter and City of Independence’s social media
platforms also provide energy efficient tips and information for customers.

•

The City has programs to help customers pay bills when they meet certain requirements.
o Here is a link to the Bill Payment Assistance Programs: indep.us/billpaymentassistance

4. Discuss your evaluation of batteries as a portion of the energy portfolio.
•

Throughout the City’s thorough analysis of energy options in partnership with Power Engineers, the
City determined utility scale battery systems are an evolving technology useful for supporting grid
operations or for electricity demand peak shaving during periods of high (more expensive) electricity
usage.

•

Batteries do not generate energy; they store it for later use with a loss of approximately 20%.

•

They are typically used for a short period of time to fill a short deficit in energy production, such as
normal fluctuations in solar and wind energy, but they only have a limited duration.

•

The U.S. Department of Energy reports that the average battery installation is fully discharged in about 3
hours, with an average of only 1.5 hours when supporting grid operations such as SPP.

•

After a battery storage system is discharged, it must be recharged from another generating resource.

•

There is a current need within the SPP region for generation resources capable of longer durations as
more and more production is shifted from traditional coal plants to wind and solar.

•

Batteries are not yet capable of providing that resource; however, Independence is evaluating the
potential for future battery installations for peak shavings. Peak shaving is the term used to describe
reducing the peak load by discharging batteries during the most expensive time of the day, also known
as peak shifting.

•
5. IPL has lost money seven out of the last 10 years and their reserves have dropped from $174 million in
Fiscal Year 2012 down to $40 million Fiscal Year 2021. The reserves dropped by $35 million last year.
IPL is on an unsustainable downward financial trend and will be out of reserves in the next few years
unless there is a rate increase or some new source of revenue. What does the short- and long-term
financial viability of IPL and effect on the rate payers look like given all the potential changes that are
being considered.
•

FY21 was impacted by multiple challenges that resulted in decreased reserves including seasonal
fluctuations in electricity sales due to mild weather conditions, COVID-19 Pandemic, etc.

•

In addition to the items outlined above the following items impacted reserves:
o Council voted to reduce rates 2% effective January 2019 (resulted in approximately $3 million
annual decrease in revenues)
o Council voted to reduce rates 4% effective August 2019 (resulted in approximately $9 million
annual decrease in revenues)
o City Council passed a resolution directing the City Manager to issue a one-time bill credit to all
electric customers in February 2021, total cost of credit was $11.2 million.

o February 2021, Winter Storm Uri hit resulting in increased purchase power expenses of
approximately $12 million, increases natural gas purchases of approximately $4.5 million, and
fuel oil purchases of approximately $2 million.
o March 11, 2021, at the City Council’s direction, the City used cash reserves in the Power and
Light Fund to pay off $10,615,000 of outstanding Series 2010B Bonds.
•

Staff are closely monitoring operating and capital expenses and working to improve revenues by
reviewing services provided by the department for free and seeing if appropriate to recover these costs.

•

It is anticipated that a nominal fee ($5/month or $60/yr.) may be added to each customer’s bill as a flat
fee to account for debt service for the power generation project, much like what was done for Municipal
Services related to wastewater (sewer charge). This fee would be reviewed periodically to determine if
the units are producing enough revenue to lower or eliminate the rider.

•

An industry expert has been engaged to update the financial model, scheduled for completion by June
2022. A Cost-of-Service study is planned for 2023. Long-term decisions will be made based on those
conclusions.

6. What were the underlying assumptions that IPL used in the development of the IPL proposal to
determine the future revenue projected to be generated by the sale of excess energy to Southwest Power
Pool over a thirty-year period? What was the basis for deciding that those revenue projections are solid
enough to depend upon for thirty years?
•

The City would not be selling excess energy. Rather, the energy produced by the units would go to serve
SPP customers, the cheapest units that can respond in the time needed and run for the length time
required are requested to run by SPP.

•

The City of Independence’s Power and Light Department market projections are based on the historical
fuel and energy prices from SPP Market from the past three years. The February 2021 (Winter Storm
Uri) month was removed, where the units were predicted to produce $36 million in sales to the SPP
Market.

•

The operating characteristics (efficiency, quick response, and ability to run for almost indefinite amount
of time of the proposed PROENERY LM6000 generating units were compared to SPP’s actual
generation scheduling for that period to estimate how much electricity the new units would have been
called on to produce. Based upon the operating characteristics the units would have produced 25-30%
more energy than the City’s current natural gas units.

•

While historical performance is no guarantee of future market conditions, SPP continues to grow the
percentage of renewable resources and fast response backup generation will be required to support that
growth.

•

The Department of Energy estimates that natural gas generation will still be 36% of the national supply
in 2050.

7. Could proper maintenance, and the continued use of, IPL’s existing six turbines enable, allow IPL to
meet its generating capacity obligations to the Southwest Power Pool for a long enough time to permit
new generating technologies to mature and come to market? If not, could third-party purchasing
agreements be used to fill gaps that develop as those turbines cease to be operable for financial or safety
reasons?
•

IPL’s existing turbines do have remaining life. However, the annual testing, inspection, and maintenance
would cost an estimated $1-$2 million per year and will not improve the poor efficiency of all six
existing units, or high fuel costs (oil) for four of the six units.

•

The failure of any individual unit will require the City to purchase additional capacity to meet our SPP
obligation.

•

The capacity market is increasing at a high rate as older units are being shut down, making this a
difficult item to budget or anticipate. The capacity auction recently closed at $236, up from $5 the
previous year, an increase of 47 times.
o For further reference see “Latest MISO Capacity Auction Highlights Difficulties of Managing
Energy Transition”

•

The current market costs for power purchase agreements, joint ownership and continued operation and
maintenance of the older units are higher than the cost of this proposal.

•

As the existing units continue to age, IPL will need to perform major maintenance that is projected by
number of times a unit is started.

•

This has currently been budgeted for IPL combustion turbine H5 in 2027 at $1.8M and H6 in 2028 at
$2M.

•

The ancillary support equipment is in many cases obsolete, so even if we can continue to maintain the
main turbine generator, the various components that are required to support operation are becoming
harder to find when repairs are required.

8. Should the IPL proposal go to a public vote, especially considering the high cost of purchasing the two
refurbished turbines, the questionable likelihood of accurately predicting future expenses and revenues
for thirty years, and the high volatility of current and future energy prices?
•

The City Council has the responsibility and authority to make this decision and has made these
decisions in the past based on staff recommendations committing the City to millions of dollars in debt
(Nebraska City 2, Iatan 2 and Dogwood).

•

Power supply resources are long-term investments and are very costly, just as in the purchase of a
house they must be financed over 30 years.

•

Should the proposal be delayed for a public vote, they will not be voting on this proposal, they will
only be voting on the concept of new power generation.

•

Due to the time required for establishing a special election and certifying the ballot, a quote will have
expired by the time the decision is made.

•

Staff have provided detailed background information and specifics of this proposal to aid in that
decision.

•

The volatility of energy prices has been driven by the addition of renewables and the price of natural
gas. The industry will continue to rely on natural gas as coal resources are retired. Natural gas units
will be utilized to ensure the reliability of the grid (see question 6).

•

There has been a direct correlation between energy prices and natural gas prices, as natural gas prices
increase, energy prices in the market increase.

•

Investing in new efficient units will put the City’s units in the SPP market at a much lower price point
and a hedge against energy price volatility.

•

The units proposed are dual fuel units so if natural gas becomes too expensive, they can be switched to
an alternative fuel source.

•

The City must plan to meet its generation resource needs, this proposal allows the City to have options
in the future and take advantage of emerging technologies.

9. Former Councilman Huff suggested it would be cheaper to contract with Dogwood for added capacity
and Councilman Steinmeyer seemed to support atomic energy as an alternative energy source. Would
either proposal be cheaper and better than what is being considered? There is concern about locking
Independence into a long-term relationship that is not ecofriendly. In addition, the current proposal will
require some type of rate increase or increase in fees. What are the drawbacks of not doing anything at
this time and maintaining current CTs until battery storage presents a better alternative?
•

Dogwood is a good energy resource for the City

•

This energy source is well maintained and operated, and it is the City’s largest generating energy
resource.

•

Adding more Dogwood would have the following affects:
o Less diversification of power supply.
o Requires a SPP Transmission Study and transmission upgrade costs are an unknown.
o Entails City to upgrade transmission infrastructure estimated at a one-time fee of $48+million to
maintain level of system reliability, a costly option.
o No operational control During February 2021 Dogwood majority owner Kelson choose to shut
down the plant when natural gas prices spiked to record highs due to uncertainty of cost
recovery and fuel supply.

•

Small nuclear technology is still in research and development and is currently not commercially
available. It is also predicted to be very expensive in the near term.

•

The proposed new power generation is manufactured to have flexibility to accommodate additional
renewable energy resources. It currently has the capability of utilizing 30% green hydrogen, with the
possibility of going to 100% in the future as the technology develops.

•

Most of the combustion turbines (CTs) are over 50 years old. The installation of new power generation
enables replacing the Substation J CTs with a Battery Energy Storage System (BESS) and adding
additional renewable resources without being short on capacity in the future.

10.) There is concern about locking Independence into a long-term relationship that is not eco-friendly.
In addition, the current proposal will require some type of rate increase or increase in fees. What are the
drawbacks of not doing anything currently and maintaining current CTs until battery storage presents
a better alternative?
•

There are long-term plans within IPL to add renewable energy sources in the future. However, due to
their higher cost, staff chose to go with the most cost-effective solution without impacting system
reliability.

•

There is not a “do nothing” scenario for Independence’s power supply., Staff can continue to maintain
the existing CTs, however as they continue to age maintenance costs may increase dramatically.

•

Please also refer to Question 9

11.) I’ve heard that we could make money off of our extra capacity, how would that work? Can we still
run the proposed units for our needs within the city if we do that?
•

The City has routinely been asked if it has extra capacity to sell over the years. However, it should be
noted that the City has not had enough excess energy to meet supply demands for the SPP market.

•

If the proposed power generation plan is approved, the turbines would provide excess capacity that
could potentially be sold until the existing CTs are retired.

•

It should be noted though, even if the City sells the excess capacity as paper capacity (the City can use
it to meet its capacity obligation and contractually allows another utility to utilize the capacity), if the
SPP market calls on the units the energy generated by the City is sold into the market.

•

In the event of a regional “black out”, the system units allow the City to provide service should
Independence become disconnected from the grid. This would work the same as the Oneta capacityonly contract where the purchasing entity would not receive any energy produced.

12.) What will happen to electric rates when this much debt is added?
•

The City is exploring many funding options for the proposed power generation project, at this time.

•

One option being considered is a generation investment bill rider of $5 a month similar, although
smaller, to the current rider of $12 per month that was added by Municipal Services for the upgrade of
the city’s sewer system. Municipal Services borrowed $90 Million in 2010 to upgrade the City’s sewer
system in response to Environmental Protection Agency (EPA) Consent Decree.

It is important to keep the following things in mind when considering the cost of this project.
• Annual operating budget is in excess of $140M, so expenses and revenues for our business are quite
large. For example, our power purchase-related budget annually averages $60M, which is 20 times the
yearly net cost of the proposed power generation project.
•

In order to remain a viable, cost-effective utility, we must plan for the deliberate and timely
replacement of our generation infrastructure.

•

After careful study of all generation replacement options over the last few years, in partnership with
industry experts, the proposed power generation project is the lowest cost option.

•

All other energy options will cost more over time, and many will leave the City with much less control
over future cost increases.

•

Finally, fast start power generation assets such as proposed power generation technology reduce rate
pressures since they provide significant annual market opportunities to offset costs.

13.) How will more industrial development affect rates?
•

Additional industrial and commercial customer growth helps the City spread out operating and
maintenance costs across all the customers.

•

The cost implications to serve customers is lower in $/kwhr for those that have a constant electricity
demand and use more energy. The additional growth usually helps stabilize rates.

14.) Please explain how purchase of this magnitude is financed.
•

This project would be bond financed like one would do with a new home purchase. This allows the
City to pay for the project over 30 years' time.

•

See Question 12 for further information.

15.) How could the lawsuit affect rates?
We are not allowed to discuss potential lawsuits against the City.
16.) Why are we not being presented with contracts to purchase capacity (or power) from other sources
(like Oneta)?
•

Please refer to Questions 2 and 9 specifically for this question.

17.) IPL is already in debt for $136 million. Proposed new generation will require at least an additional
$70-80 million in debt which requires higher costs to the rate payers. We already have the highest
electric costs in the entire Midwest. How can this be good for the rate payers?
•

IPL was recently reviewed by ratings agencies and received an “A” bond rating signifying low risk,
investment grade status.

•

Electric utilities have higher operating budgets, revenues, and debt.

•

According to 2020 data available obtained from the U.S. Energy Information Administration (EIA),
residential energy consumption rates within the Midwest range from 7.59 to 22.32 cents/kwh.

•

The City of Independences residential electric rate, according to EIA data, is 13.32 cents/kwh, which is
below the midpoint.

•

The highest residential rate in the lower 48 states is 29.08 cents/kwh (California).

•

The 2021 Rates Comparison Study, presented to the Public Utilities Advisory Board (PUAB) meeting
on August 19, 2022howed that the City of Independence faces unique challenges due to the unusually
high ratio of residential customers to commercial/industrial.

•

Please see Questions 2, 9, 12, and 32 for further information

18.) Will IPL require additional staff to operate these new turbines?
No additional staff will be needed to operate the new turbines. In fact, over time, as the labor-intensive older
units are retired, we may experience fewer staffing needs.

19.) The 2018 master energy plan notes: “While new on-system generation is not the lowest cost option
presently, IPL should continue to evaluate the existing combustion turbine sites for repurposing with
reciprocating engines.” If it was not the lowest cost option in 2018, and with natural gas prices up
approximately 144% from when the energy plan was released, how do the economics of this decision
make this the lowest-cost option for rate payers today?
•

Retiring Blue Valley Power Plant did not require transmission upgrades to maintain the same level of
reliability. The CTs provide enough power generation to mitigate transmission outages.

•

If the CTs are retired in the future, the City will need to replace it or upgrade transmission lines to
maintain system reliability at an anticipated one-time cost of +$48M.

•

The consideration of certified rebuilt engines to zero hours, is a new one. Our due diligence showed us
this is a viable option with a savings in the $46M range (rebuilt engine firm price, new engine was
indicative pricing).

•

The cost of gas will be reflected in the cost of MW, not the cost of the project. When gas prices rise,
they do so for all producers, so all electric power (MW) produced from gas fuel rises, not just IPL
MWs.

•

The efficiency of the proposed units compared to our existing gas fired units is about twice as efficient.
Thus, the new power generation units will reach their economic price sooner than the old units, and
therefore be dispatched sooner and more often.

•

We still expect the old CT units may be called upon as well, but at a lesser rate than new, given their
cost due to inefficiencies.

•

See Question 2 for further information.

20.) Please explain what the plan is for the existing combustion turbines and how they will be operated
in the future.
•

The plan is to continue to operate and maintain the existing CT units while planning for future
replacement.

•

There is always the possibility of a major event which would create an expensive repair to an existing
unit. The decision would have to be made at that time to undergo the repair costs or not.

•

If we do not have a good plan in place for replacement, there are less options on the table during
unexpected events.

•

It also important to consider the implications if a unit fails and is not repaired

•

The option to use the SPP generation replacement option will be off the table at that point, and in order
to replace the energy capacity with new on-system generation will be timely. It is generally a 5-year

process where we share with others needing transmission upgrades even though we would not. The
cost is unknown but considered to be substantial.
21.) How does this investment in gas turbines help fulfill the city’s commitment to becoming a green
city?
•

The aeroderivative units help fulfill the City’s green city aspiration in several ways including the
following

•

1) The proposed units are much cleaner and efficient than the old steam units they are replacing,
consuming significantly less natural gas to produce the same energy, and thus cutting emission more
than 50%.

•

2) The proposed units reduce the coarse particulate pollution (dust, smoke, mold spores) in the
surrounding air because the air they intake passes through dense filters cleaning it prior to combustion.

•

3) Finally, the proposed units provide the support to the electric grid necessary to build more solar and
wind plants. Renewable plants, because they are intermittent generators, create electricity gaps which
must be filled by units such as the proposed turbines or blackouts ensue; thus, the proposed units
support and enable future renewable growth. This is why leading environmentally progressive states
such as California, Arizona, and Wisconsin are currently adding natural gas turbines like these.

22.) With scientists issuing increasingly dire warnings that we are out of time to begin to respond
appropriately to the climate crisis and Europe doing everything they can to stop buying natural gas
from Russia, why in the world are we even considering purchasing natural gas turbines instead doing
everything we can to move to clean, renewable energy as soon as possible?
•

Electric utilities, IPL included, must reliably supply electricity to their customers 24 hours a day, 7
days a week, 365 days a year.

•

Currently, renewable generators such as wind and solar are not capable of doing this without support
from traditional, fast-start power generating sources (refer to Question 21).

•

IPL’s other primary obligation is to affordably provide electricity. The proposed turbines were the
lowest cost option to enable the eventual replacement of 93.5MW in the existing CTs. Renewables
were evaluated as replacement, but they came at a significantly higher cost.

23.) What is the best way (legally and technically) to set up a Community Solar Plan for Independence
that would allow the citizens of Independence (who are also the “owners” of our municipally owned
utility company) to purchase solar panels that would be installed on city-owned property and be
compensated for the energy generated by those panels at a reasonable rate (based on whatever the
average rate IPL is paying for energy)?
•

IPL currently has two Independence community solar farms in which city residents can participate.

•

One of the solar farms still has 44% of the available subscriptions open for purchase at this time.

•

It would not be practical to build more community solar when the current demand does not warrant it.
In addition, residents already have the option of purchasing solar installations from various venders that
operate in Independence, and IPL, through its existing net metering program, will pay them for any
excess energy produced.

24.) City set goal to become "the greatest city in America," or at least on of them. And the leading
experts in climate science urge governments to move away from fossil fuels, like gas, coal, and oil. How
does this proposed project reconcile with Independence's goal?
•

The City passed Resolution 6290, aka the Greenest City in America, in February 2018.

•

Please also see Question 21

25.) Do you have financial projects (projections)?
As part of its budgeting process IPL does a 1-year operating and 5-year capital budget projection
• The Department is currently updating its financial model and plans to complete this by June 30, 2022.
•

Once the financial model has been updated, the Department plans to complete a multi-year operating
budget projection on an annual basis.

•

Estimated $2.5 million annually cost offset over its fuel and maintenance expenses. The model was
conservative as it did not include the significant projected income ($33Mfrom Winter Storm Uri or
higher income from the last hot summer in 2018.

26.) Will there be an impact on current and future rates - the base rate and also fuel adjustment
charges?
•

Rates will change with the new power generation, but the form of the change has not been determined.

•

Potential changes might be a separate customer charge on the bill. These changes have not been
determined yet but once they are, it will be brought before the PUAB and City Council for review and
approval.

•

Please also refer to Question 12.

27.) Why did the cost of this project increase? Will it increase again?
•

The recommended bid from PROENERGY was for two, LM6000 aeroderivative units at a fixed price
of $69.35 million dollars. This offer was guaranteed for 120 days which expires on April 30, 2022.

•

Initially, PROENERGY agreed to extend this offer for 30 days thereafter but for an added estimated
cost of 8 million dollars. Three million dollars of this added cost is related to procuring the engines
and the remaining relates to the escalation in the sum of raw materials needed to construct the plant.

•

The demand for these turbines is quite high and the supply is limited; consequently, any delay causes
the cost to rise significantly.

•

If the City misses the May 30th extension, it is unknown whether PROENERGY will even continue to
extend an offer as they have numerous other projects in the queue.

28.) How is a project like this financed? Will rates go up?
•

It is anticipated that the project will be financed initially through Line of credit (like a construction loan
on a house) and/or upfront payments.

•

Once the project is completed, IPL will seek to bond finance the complete project costs.

•

Please also see Question 12 for further information.

29.) Natural gas just hit 13-year price peak, and more volatility is expected by some experts. What is the
impact on household's utility bills over next 10 years? 20 years?
•

There is no way to predict the actual impact, but it will be felt regardless of this proposed project as it
effects the entire power producing market.

•

If we do build a plant with a much greater efficiency, it will help our position within the overall
generation stack and we would run more than our older units, but the overall price will still follow the
commodity.

•

Gas prices do tend to cycle and there is no reason to think they will stay at this inflated level forever.
The coal fired units we have a share in will play a larger role in the times of high gas pricing and will
help to hedge our overall energy pricing.

30.) Has there been any analysis comparing long-term costs of gas v. other sources? Wind and solar?
•

Experts project that natural gas will continue to be a large contributor and economic source to meet the
country’s energy needs through 2050.

•

As the contribution of wind and solar increase, dispatchable generation such as the proposed units will
be needed to fill the gaps when wind and solar simply do not.
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$14.6M

$81K
$42K
$162K

$3M

$0M

$3M

N/A

$6.7M
$6.7M
$6.1M
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31.) I think that it is important to explain to those that aren't aware - IPL does not specify when the
generators are started and run - this is dictated by SPP. Rate payers need to understand how this is
controlled.
•

Each day the City submits the following information to SPP for the energy market:
o Hourly load forecast for the City’s electricity demand.
o Generation Offers for City’s generating resources: unit availability, energy pricing, min output,
max output, ramp rates, etc.

•

SPP commits resources with the lowest cost which can reliably meet the characteristics of the
electricity demand (SPP must commit enough reserve resources that if something trips offline another
resource can back fill it).
o Due to congestion and transmission outages the cheapest resources cannot always serve the
electricity demand for all the customers.
o When there is too much or not enough generation in specific locations, it overloads the
transmission lines. There is a lot of wind in areas where there isn’t much load and not enough
transmission to transport it to major load centers. Much like water when the pipe is only so big
there is only so much you can squeeze through it.

•

In real-time, there are differences within the predicted electricity demand and what generating
resources can produce. SPP must adjust for these changes by committing additional resources as
needed.

•

Weather condition have significant impacts on electricity demand and what renewable resources can
produce. If the forecast changes, adaptations for electricity demand are likely to follow.

•

It is important to understand that operating the City’s electrical resources within the SPP energy market
provides the lowest cost solution to serve utility customers reliably. SPP selects the lowest cost solution
available on a daily/hourly basis from a pool of resources within the footprint.

32.) In 2020, the state of Texas lost their grid - which caused insurmountable problems for the state and
their citizens. Apparently, the state did not have a backup plan. Does this system have a backup plan in
the event of a catastrophic event?
•

The proposed power generation project is equipped with the following to mitigate situations like those
experienced in Texas (ERCOT) and SPP:
o Units are designed for cold weather operation.
o Dual fuel supply to mitigate fuel shortages with capacity for 4 days with on-site supply.
o “Black Start” capable – This means it is capable of units starting without the electrical grid
(many electrical generation resources, including solar farms, must have an electrical source
before they can start should there be a regional grid outage.).

•

PROENERGY noted in their presentation their plants in Texas ran for 8 days (24/7) during Winter
Storm “Uri” where many other resources failed to perform (no equipment outages and while natural
gas prices were at record highs, they had a reliable source while others did not).

33.) The rate payers need to understand that regardless of the amount of generation IPL has installed, it
would not change the required rolling blackouts that were required during the extreme polar vortex the
first part of 2021.
•

The proposed power generation would help mitigate the need for rolling blackouts, as more generation
is added to the grid with the capability of running on multiple fuel supplies and not dependent on
whether to generate. Many generation resources only have one fuel source.

•

If SPP energy market does not have enough generation available to serve the customers, it will require
each utility to share in rolling blackouts to reduce the electricity demand.

34.) Where are the projections for future costs of operation and maintenance? Labor costs - is the union
going to require adding more staff? Projected increase in cost of natural gas? Where are the numbers
and calculations for what SPP may purchase from IPL's new generators?
•

The staffing we have now is right sized for our older units which require more hands-on care during
operation as well as more maintenance activity.

•

A new unit, with an initial warranty should be no problem to operate and maintain with existing
staffing.

•

As the older units are retired and replaced there may be another opportunity to reduce staffing. The
Department will continue to evaluate staffing needs.

The back calculated results are shown here for different unit types and configurations as noted
In addition, the effect of Winter Storm “Uri” in 2021 was removed and an average without that storm is shown
in the far-right highlighted column, and is the value used in our analysis of the various options. This was the
most conservative approach given that a storm of that type is not typical, but worth noting the magnitude of
dollars that could have been realized.
35.) If the plant requires maintenance, how long can it take to get it back online, and during its down
time, what will cover the load?
•

The amount of time it would take to get the unit back online depends on the maintenance required.
Routine maintenance could be performed in less than a day within a matter of hours. PROENERGY
has an optional maintenance package that would allow the entire engine to be swapped out within four
days

•

As a participant in the SPP Market, the City must submit the following items: maintenance outage
schedules for approval, and provide day-ahead and real-time status of each generating resource. If a
unit is unavailable, the SPP Market will cover the City’s electricity demand. Please refer to Question 31
for a brief description on how the SPP market works.

•

As a member of SPP, the City must plan to provide enough capacity to meet its electricity demand plus
a 12% reserve requirement to meet 112% of its projected peak load. Maintenance should be scheduled
outside of peak electricity demand (summer season). Unscheduled outages occur, the 12% reserve
margin is required of every utility to cover unexpected outages.

36.) What do you do to mitigate the noise from the turbines?
•

The proposed turbines have noise baffling installed which reduces the noise emitted surrounding the
Blue Valley Power Plant. This noise baffling reduces the sound level at the road to 60-65 decibels and
to 50 decibels at the current, nearest residence. It should be noted that this is a similar sound level to a
normal conversation between individuals (ranging from60 – 70 decibels).

37.) Has there been any analysis of long-term impacts on community and environmental health of
bringing new gas generation online that would impact Independence for decades?
•

The proposed aeroderivative turbines produce significantly cleaner energy than the current steam units
that would be replaced which have operated for over sixty (>60) years at the Blue Valley Power Plant.
In addition, the proposed turbines are much cleaner than Independence’s existing diesel-fueled
combustion turbines, having a carbon emissions rate 3 to 4 times lower.

•

The proposed turbines will comply with all air emissions standards set by the Environmental Protection
Agency (EPA) and the Missouri Department of Natural Resources (MDNR) to protect human health
and the environment. We will be required to obtain a Clean Air Permit from MDNR for the proposed
units and will be expected to test emissions regularly to verify that the units are meeting air permit
standards. Further, as explained in response to question 21, these turbines reduce existing particulate
pollution by filtering the surrounding air prior to combustion. Finally, the remaining emissions of
nitrous oxide and carbon monoxide are scrubbed to very low levels prior to emitting out the stack.

•

Furthermore, the proposed turbines would lower environmental health impacts than those produced by
historical operations. Finally, the units are capable of combusting hydrogen, a completely carbon-free

fuel. Hydrogen fueling research is ongoing and electrical generation using 100% green hydrogen will
eventually be a reality (https://www.eia.gov/energyexplained/hydrogen/use-of-hydrogen.php).
38.) Can you please explain further how this plant would reduce particulate matter? Other air
pollutants?
•

As explained in the answers to questions 21 and 37, the turbine filter coarse particulates out of the
surrounding air prior to combustion. Natural Gas in turn is a relatively clean burning fuel that does not
produce coarse particulate like ash or smoke when burned.

•

In addition, these turbine plants use selective catalytic reduction (SCR) and an oxidation catalyst to
scrub out much of the nitrous oxide and carbon monoxide produced by combustion. The little that
remains is emitted out the stack and is regulated by the Environmental Protection Agency (EPA) to
protect human health and the environment.

•

The units are currently capable of firing up to 30% carbon-free hydrogen. Research in hydrogen firing
is ongoing and IPL hopes to be combusting 100% green hydrogen when the technology is readily
available.

39.) Why are we not being presented with contracts to purchase capacity (or power) from other sources
like Oneta?
•

This has been answered thoroughly in Question 2

