MEETING NOTICE

STUDY SESSION
Of The
TRAVERSE CITY LIGHT AND POWER BOARD
Will Be Held On
TUESDAY, November 28, 2017
At
5:15 p.m.
In The

COMMISSION CHAMBERS
(2" floor, Governmental Center)
400 Boardman Avenue

Traverse City Light and Power will provide necessary reasonable auxiliary aids and services, such as signers for
the hearing impaired and audio tapes of printed materials being considered at the meeting, to individuals with
disabilities at the meeting/hearing upon notice to Traverse City Light and Power. Individuals with disabilities
requiring auxiliary aids or services should contact the Light and Power Department by writing or calling the
following.
Jennifer St. Amour
Administrative Assistant
1131 Hastings Street
Traverse City, MI 49686
(231) 922-4940 ext. 201

AGENDA
Roll Call
1. Presentation by Spartan Renewable Energy. (p.3 )
2. Presentation by Heritage Sustainable Energy, LLC. (p.10)
3. Presentation by Michigan Public Power Agency. (p.14)
4, Discussion of committing utility controlled meters to the Solar Governmental Renewable Power Cost

Recovery Rate. (p.33)
5. Public Comment
a. Reserved
1. Groundworks Center for Resilient Communities. (p.38)




b. General

Traverse City Light and Power
1131 Hastings Street

Traverse City, MI 49686

(231) 922-4940

Posting Date: 11-22-17
3:00 p.m
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FOR THE LIGHT & POWER BOARD MEETING OF NOVEMBER 28, 2017

EST- 19]2

TRAVERSE CITY

LIGHT & POWER
To: Light & Power Board
From: Tim Arends, Executive Director
Date: November 14, 2017

Subject: Heritage Sustainable Energy, LLC

Enclosed for your review are a proposal on wind energy and an expansion notice from Heritage
Sustainable Energy, LLC (“Heritage™).

PROPOSAL/CONTRACT

The proposal is for the option to purchase wind energy from Heritage’s existing two Fuhrlander
2.5 MW turbines at Stoney Corners Wind Farm for a total of an additional 5 MW, generating
8,600 MWh per year. The expansion letter provides notice Heritage would like to provide
additional solar energy in an amount of 2,25 MW in accordance with the Amended and Restated
Power Purchase Agreement (“Agreement”) dated August 16, 2018 to be constructed in the spring
of 2018.

In accordance with the Agreement the utility has two options. (1) The utility, within sixty days
of the receipt of the expansion notice has the option to elect to purchase all, and not less than all,
of the additional solar energy generated at a price of $99.50/MWh. (2) If the utility does not
exercise this option, the utility will purchase the additional solar energy at the LMP Real-Time
hourly rate at the Cons. TC Node. not including capacity or renewable energy credits.

AVOIDED COST OF SOLAR

Staff recalculated the estimated avoided cost of solar as of “today” for the purpose of evaluating
the option being proposed for the solar generation array expanding another 2.25 MW. The
avoided cost of solar reduced from $.089 to $.08. The following is a summary of the causes
reflecting the change:

1. The energy price applied was the locational marginal pricing (“LMP”) at the TC Node
estimated for twenty years rather than in the prior calculation, the Michigan HUB LMP or
market was used for ten years then a 2% inflationary factor was applied.

Michigan Public Power Agency (“MPPA”) supplied the estimated hourly market prices and
various tools were used by MPPA to compile these energy prices. Overall this caused an
increase in the avoided cost of solar.
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FOR THE LIGHT & POWER BOARD MEETING OF NOVEMBER 28, 2017

2. Capacity prices as a result of large plants getting approved for construction to replace the

aged coal plants being retired in the near future is increasing the amount of capacity within
the MISO region. However, in the long-term market for capacity there are continued plans
for coal plants to retire without approved replacement projects at this time. Based on the
recent approved plants and the continuation of the trend occurring, the capacity cost in this
calculation was reduced from $6.00 per kw to $4.00 per kw.

. MISO has made a ruling within the last few months clarifying whether the transmission tariff
should be calculated on gross or net load (the difference between gross and net would be the
distributed generation within a utility’s system such as the M-72 solar array), and stated a
utility is to pay for transmission based on gross load. Staff was unaware of the
practice/requirement to report gross load for the transmission tariff,

However, it was practice by some utilities to measure on gross load rather than net load,
while others measured it on net rather than gross load. This ruling removes the inconsistent
reporting, and any transmission savings from the avoided cost of solar calculation. The
utility will be required to report the M-72 solar generation load to MISO to be included in the
calculation of the transmission tariffs through MPPA. The only transmission savings would
be wear and tear on the transformer substations and extending their lives.

The total annual premium for the City based on all meters participating in the new project is
$21,763 per additional MW or $48,968 for the total 2.25 MW project. If this project was added

it would bring the renewable generation for the City to 42.58%.

ADDITIONAL INFORMATION

Also included within the expansion letter is additional information regarding a proposal for a
donation to the Father Fred Foundation with the proceeds to be utilized to help pay electric bills

for customers within shut off status and the opportunity of a community solar project.

With direction from the Board, staff can dedicate time to prepare additional analyses on these

proposals for a future meeting.

11




e Sustainable Energy

November 2, 2017

Mr. Tim Arends

Traverse City Light & Power
1131 Hastings Street
Traverse City, Ml 49686

Dear Mr. Arends:

| am writing to you regarding the Amended and Restated Power Purchase Agreement dated
August 16, 2017 by and between TRAVERSE CITY LIGHT & POWER DEPARTMENT
(“TCLP"), a Michigan municipal electric utility, ("“Buyer") and HERITAGE SUSTAINABLE
ENERGY, LLC (“Heritage™), a Michigan limited liability company ("Supplier”), (‘the Agreement”).

Specifically, pursuant to Section 6.2.2 of the Agreement, Supplier would like to supply Additional
Solar Energy in an amount of 2.25 MW to be constructed in the spring of 2018. This letter will
therefore serve as the Expansion Notice as set forth in the Agreement.

Also, as we discussed in our recent telephone conversation, Heritage will be making the
following donation: we will donate a 2% royalty interest in the project to the Father Fred
Foundation with the proceeds therefrom to be utilized to help pay electric bills for TCLP
customers who are in need of such help. The 2% royalty would be for the entire 20 year term of
the purchase contract with TCLP. TCLP would simply pay the Father Fred Foundation 2% of
the value of the electricity generated from the 2,25 MW array and Heritage would receive 98%.
Heritage prides itself on being a good corporate citizen of Traverse City, and on behalf of itself
and its employees, is happy to be able to help in this regard.

Finally, again per our conversation, we will be reserving space for an additional 250 kW of solar
panels. This space could be utilized for community solar on terms and conditions to be
negotiated between TCLP, Heritage and the community. My understanding is that there is
interest in the community for such a project, and we would be gratified to be part of making that
happen.

Please let me know at your earliest convenience whether TCLP will be exercising its option to
purchase the Additional Solar Energy.

President and CEQ, Heritage Sustainable Energy, LLC
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N SUStainable Energy

November 13, 2017

Mr. Tim Arends

Traverse City Light & Power
1131 Hastings Street
Traverse City, MI 49686

RE: Additional Renewable Energy

Dear Mr. Arends:
| am writing on behalf of Heritage Sustainable Energy (“Heritage”) to propose the
following: :

Heritage and Traverse City Light and Power Department (“TCLP”) would enter into a new

power purchase agreement covering all production from Heritage’s existing two Fuhrlander 2.5
MW turbines at Stoney Corners wind farm. These two turbines produce approximately 8,600
MWh per year. Heritage would supply this energy for $55/MWh beginning January 1, 2018. The
$55/MWh would also include the REC beginning on January 1, 2019. If TCLP also exercises its
option on the 2.25 MW of Additional Solar proposed at “Renewable Energy Corners” (M72), TCLP
would be purchasing approximately 8,600 MWh of wind generated electricity and about 3,500
MWh of solar per year. This would be about 12,500 MWh per year of 100% renewable energy,
which would allow the City of Traverse City to more than meet its goal of 100% renewable energy

by January 1, 2019. The weighted average cost of this 100% renewable energy would be about
$70/MWh (7 cents/kW-hour!)

If this proposal is generally acceptable to TCLP let me know at your earliest convenience
and we can work out the details.

President and CEO, Hetitage Sustainable Energy, LLC

121 East Front Street, Suite 200, Traverse City, Michigan 49684
Telephone: 231-935-3659 Facsimile: 231-421-8838
www. heritagewindenergy.com
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FOR THE LIGHT & POWER BOARD MEETING OF NOVEMBER 28, 2017

st 1875

TRAVERSE CITY

LIGHT & POWER
To: Light & Power Board
From: Karla Myers-Beman, Controller
Date: November 21, 2017
Subject: Solar Governmental Renewable Power Cost Recovery Rate

Attached with this memo is the City of Traverse City’s Resolution to Increase Renewable Energy
and Sustainability for the City of Traverse City. Staff has committed bringing before the
Traverse City Light & Power Board (TCL&P) as well as the Downtown Development Authority
board the option to subscribe to the Solar Governmental Renewable Power Cost Recovery Rate
(“SPCR™).

Based on the original estimate of the SPCR, the cost to the utility was an additional $800
(5.00229 per kWh the City and related entities consume). With the current estimate of the
avoided cost of solar with the changes mentioned in the previous memo, the cost to the utility
increases to $1,100 ($.00331 per kWh the City and related entities consume), and if the utility
elected to move forward with exercising the option for an additional 2.25MW the cost would be
$1,700 ($.00452 per kWh the city and related entities consume).

Staff is looking for direction from the Board if they would like to subscribe to the SPCR and
have this item placed on the next meeting agenda.
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The City of Traverse City 400 Boardman Avenue

Office of the City Clerk tcclerk@traversecitymi.gov

GOVERNMENTAL CENTER

Traverse City, Ml 49684
(231) 922-4480

Because,

Because,

Because,

Because,

Because,

Because,

Because,

Because,

CITY OF TRAVERSE CITY RESOLUTION
TO INCREASE RENEWABLE ENERGY AND
SUSTAINABLILTY FOR THE CITY OF TRAVERSE CITY

addressing energy use and climate change with renewable energy goals provides
an opportunity for the City of Traverse City to move toward energy self-reliance
and greater community resiliency; provide environmentally healthy and cheaper-
to-operate buildings; encourage new economic development and local jobs; and
support local renewable energy production; and

the City of Traverse City and its municipal utility, Traverse City Light & Power,
have a history of leading on renewable energy, installing the first utility-scale
wind turbine in the state in 1996, and developing the first community solar garden
in the state in 2013; and

the City of Traverse City passed a 2011 Climate Action Plan with a goal to reduce
greenhouse gas emissions by 25% by 2012 with suggested measures including:
green electricity purchase for Government Center and many energy efficiency
measures within the City of Traverse City; and created a Green Team to
implement this Plan but is no longer active; and

the City of Traverse City’s Master Plan includes objectives to “Recognize our
responsibility for Climate Change and take rectifying action” and “create an
enefgy plan that balances our demand for electricity with a supply of energy
sources that have the lowest possible net-use of fossil-based carbon fuels.

at least 17 cities in the United States have set 100% renewable energy goals to
date for the electricity use for municipal operations, including Grand Rapids,
Michigan, and some of these cities have already met their 100% target; and

research by Stanford University and other sources demonstrate that in addition to
climate benefits, shifting to 100% renewable energy creates jobs, boosts economic
growth, keeps energy rates lower over time, and reduces pollution — which
improves public health, saves lives, and reduces health care costs; and

surveys of Traverse City residents and businesses, including those completed by
the Grand Vision Energy Network and Traverse City Light & Power (TCLP),
have consistently found that the majority of respondents support more clean,
renewable energy and more locally-generated energy, even if it means it would
increase electric rates; and

Michigan Public Service Commission’s 2016 annual renewable energy report
found that the combined cost of renewable energy and energy efficiency is less
than any new generation, including new natural gas combined cycle plants, and
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Because,

Resolved,

Resolved,

Resolved,

Resolved,

City of Traverse City Resolution to Increase Renewable
Energy and Sustainability for the City of Traverse City
Page 2 of 2
that the cost of renewable energy contracts continues to show a downward pricing
frend; and

the Michigan Public Power Agency presented to Traverse City Light & Power
Board in June 2016 and said that wind and solar power are the best sources of
new energy generation now and into the foreseeable future, recommended that the
City and TCLP purchase more renewable energy; and

that the City of Traverse City does hereby commit to meet 100% of the clecfricity
demand for City operations as reflected by the yearly total of all municipal
electric meters, with clean, renewable encrgy sources (defined as wind, solar,
geothermal, and/or landfill gas) by 2020; and be it further

that the City of Traverse City set a goal to reduce its greenhouse gas emissions by
pursuing renewable energy and energy efficiency and/or other sustainability
projects annually, with the goal of initiating at least two such projects per year
from now until 2027; and be it further

that the City of Traverse City will create an advisory “Green Team” within 60
days comprised of 6 to 10 people designated by the City Manager including a
representative from the City Planning Commission, a representative from
Traverse City Light & Power, a representative from Grand Traverse County, and
community members, and charged with: 1) updating the 2011 Traverse City
Climate Action Plan to include a 100% renewable energy goal, new GHG
reduction goals, and recommended measures to achieve these poals; 2)
recominending to the City Commission two renewable energy, energy efficiency
and/or other sustainability projects to be implemented each year; 3) meeting
regularly to implement these objectives and reporting progress annually (o the
City Commission; and 4) developing a plan for Traverse City to become carbon
neutral before mideentury; and be it further

that with the creation of the Traverse City “Green Teamn” the City of Traverse
City Commission directs the City Manager to assign City staff to promote and
further develop clean and rencwable energy opportunities in conjunction with the
“Green Team.”

I hereby certify that the above Resolution
was adopted by the Traverse City, City
Commission at its Regular Meeting held on
December 19, 2016, in the Commission
Chambers of the Governmental Center, 400
Boardman Avenue, Traverse Cily,
Michigan.

Benjamin C. Marentette, MMC, City Clerk
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1131 Hastings Street
TRAVERSE CITY Traverse City, M| 49686

LIGHT & POWER (231) 932-4543

jstamour@tclp.org

Request
“Public Comment — Reserved”

Traverse City Light & Power Board of Directors
Department of the City of Traverse City
Regular Meeting

Please Print or Type

|, Dan Worth, representing Groundwork Center for Resilient Communities, pursuant to
Light & Power Board Rule 11 (see below), request to be placed under the “Public
Comment — Reserved” on the Agenda of the Regular Meeting scheduled for Tuesday,

November 28.

| understand that up to 15 minutes is allowed for my presentation.

| wish to address the Board regarding the following matter:

The potential for aggregated local generation in and around Traverse City and the 10
County area of NW MI.

Dan Werth November 21, 2017
Signature Date

148 E. Front Street, Suite #301 617-610-7399
Address Daytime Phone

Light and Power Ratepayer. @ City Taxpayer: O

City/Township

Regular meetings are held the 2nd Tuesday of each month at 5:15 pm.
Please return to the Executive Dlrector no later than Tuesday, 5:00 pm, the week prior
to your requested date.
Thank you,
Jennifer St. Amour
Administrative Assistant
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