














Wind Energy Opportunity 



Midwest Energy’s Financial 

Consideration of the Offer 

 All bi-lateral purchase offers are a challenge to evaluate in a regional 

market where all resources are sold into the market and all load 

purchased out of the market. 

 Chose to evaluate this offer on the basis of: 

 Cost impact of buying wind energy and selling it into the market (price 

disparity risk) 

 Cost impact of curtailment risk 

 No regrets – small likelihood of an unfavorable outcome 
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First . . .  

An Overview of Curtailment Risk 

 Existing contracts don’t fit well in today’s regional energy market.  Outdated 

terminology and definitions of curtailment that no longer apply. 

 Proposed contract isn’t time-sensitive or market evolution-sensitive. 

 Energy will still be sold into the market at the market clearing price. 

 Curtailment provisions are reduced in ten years as the PTC will expire 

resulting in a reduction in curtailment risk. 
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Other Considerations for 

Wholesale Customers 

 The initial delivered energy price of $20.88/MWh is attractive today. 

 With the Clean Power Plan looming on the horizon and the reduction in the 

current PTC that will only increase over time. 

 Ten years from now this wind will still cost $24.60/MWh; by year 20 it will still 

be only $29.61/MWh.  

 The wind price isn’t sensitive to natural gas costs.  Provides a great hedge. 

Natural Gas will eventually go up, at least in part because of increased 

demand resulting from the CPP. 

 While it is difficult to quantify there is little question this wind energy will 

only become more attractive over time. 
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SPP Market Impacts  

 Midwest Energy recently purchased 57 MW of the 200 MW Kingman Wind 

project.  

 Ability to acquire additional capacity up to 7 MW. (Time Sensitive) 

 Project will have two registered market resources of 100 MW each. 

 Midwest Energy will have final say on the offer structure of one of the 

resources as the majority buyer. 

 Other municipal entities also purchased a portion of the project.  

 Settle all energy via BSS.  

 Will structure agreement as a percentage of output. Easy to allocate and 

administer contract.  
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Key Considerations in Selecting a PPA   

1. Capacity Factor – More wind = Lower PPA price 

2. Location – LMP Pricing and ARR/TCR feasibility 

3. Firm Transmission – Z2 Credits and associated 

charges (if applicable) 
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Pricing Structure 
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Average price of $25.00 for term of contract which is equivalent to a 

$24 fixed price contract.  

  

Power Purchase Agreement Pricing  

$/MWh by Year 

1  $ 20.88  11  $ 25.07  

2  $ 21.67  12  $ 25.53  

3  $ 21.65  13  $ 26.01  

4  $ 22.04  14  $ 26.49  

5  $ 22.45  15  $ 26.98  

6  $ 22.86  16  $ 27.49  

7  $ 23.28  17  $ 28.00  

8  $ 23.72  18  $ 28.52  

9  $ 24.16  19  $ 29.06  

10  $ 24.60  20  $ 29.61  



Offer structure – Operational Examples  

 Example 1: 

 LMP at Kingman is $25 

 Offer Price is $(35) 

 PTC is $35 

 PPA strike price $21 

 

 Example 2: 

 LMP at Kingman is $15 

 Offer Price is $(35) 

 PTC is $35 

 PPA strike price $21 
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Production share is 1 MW. Result is a payment 

to Kingman of $21 and a payment from the 

SPP market of $25 resulting in a $4 gain.  

Production share is 1 MW. Result is a payment 

to Kingman of $21 and a payment from the 

SPP market of $15 resulting in a $6 loss. 



Offer structure – Curtailment Examples  

 Example 3: 

 LMP at Kingman is $ (25) 

 Offer Price is $(35) 

 PTC is $35 

 PPA strike price $21 

 

 

 Example 4: 

 LMP at Kingman is $ (25) 

 Offer Price is $(0) 

 PTC is $0 (initial ten years only) 

 PPA strike price $25 
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Production is 1 MW as LMP is greater than 

offer. Result is a payment to Kingman of $21 

and a $25 payment to SPP. Net loss of $46. 

Production is 0 MW as LMP is less than offer. 

Result is a payment to Kingman of $25 and no 

payment from SPP. Net loss of $25. 



Offer structure – Curtailment Examples 
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 Example 5: 

 LMP at Kingman is $(50) 

 Offer Price is $(35) 

 PTC is $35 

 PPA strike price $21 

 

 Example 6: 

 LMP at Kingman is $(50) 

 Offer Price is $(35) 

 PTC is $0 (initial ten years only) 

 PPA strike price $25 

 

Production is 0 MW as LMP is less than offer. 

Result is a payment to Kingman of $21 and $35 

(lost opportunity) and no payment from SPP. Net 

loss of $56. 

Production is 0 MW as LMP is less than offer. 

Result is a payment to Kingman of $25 and no 

payment from SPP. Net loss of $25. 



Contract Construction 

 Midwest will receive a market statement for the Kingman Resource. 

 See Smoky Hill Wind example   

 Determinants will be parsed by subscribed MW.  

 Example: If total contract with Kingman is 60 MW and a particular city has 1 MW 

then they would receive 1/60 of the market credit on the settlement statement 

and 1/60 of the production multiplied by the PPA price and any associated 

curtailment charges.  

 Use existing Contract as a template to incorporate the items discussed today.  
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RTBM LMP - 2015 

13 



 

14 



15 



Conclusions 

 The energy price is quite attractive, and will remain so throughout the life of 

the contract. 

 While there is added curtailment risk in the first ten years as a result of the 

PTC, we believe it to be minimal and manageable. 

 The resource isn’t in our zone, which is overloaded with wind.  Not as likely 

to see the same volatility in resource pricing. 

 The small amount of capacity attached to the resource carries a value.  
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Proposal 

To: City of St. John 

From: Unruh Brothers Waste LLC 

Date: November 10, 2016 

Subject: 2017 Contract Renewal 

 

 I would like to start by thanking the council. The last year has been challenging and very 

rewarding for UBW. Unruh Brothers Waste has grown at an unexpected rate since the contract 

signing with your city almost a year ago. We came to the table with nothing but a little 

knowledge and very strong work ethic. St. John took a chance on our new company and for that 

we are grateful. The last year has been very educational to say the least. Shawn and myself look 

forward to improving our service and moving forward with our relationship with St. John. 

 For the 2017 agreement we would like to work on a few things.  UBW is not sure how to 

fix or exactly what steps to take to at least improve the waste situation in town. We first would 

like to start by enforcing the ordinance at a more strict level. The ladies in the office have been 

more than wonderful to work with always ready to send out notice or fix any issues we may 

have. A few citizens of St John refuse to listen or adapt to any notice given. This being said we 

would like to negotiate either a price increase or simply having the council stand behind us to 

nudge citizens into working with us better. No matter how many letters sent in regards to 

shutting lids or even having lids on containers Shawn and I continue to dump countless 

containers full of rainwater. This increases our landfill haul by roughly 2-3 tons per week. We 

are open for suggestions as St. John is a big part of our success and we want to continue to 

work with the city. 

 In closing the next year should bring great changes, we feel the rough road has 

smoothed and the next year UBW can get more involved with city functions. We are working on 

doing a Christmas giveaway of some sort and continuing to help maintain a clean environment 

for citizens to enjoy. Thank you again, we look forward to years of service to St John and our 

new friends. 

Sincerely 

Grant and Shawn Unruh 
















