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MPSC 
Background

• State regulatory agency 

• Three Governor-appointed Commissioners 

• Commissioners issue orders

• Hybrid electric industry restructuring

• 10% cap on customer choice



PURPA Context

• Federal law enacted in 1978 
in reaction to an energy 
crisis, giving oversight 
authority to the Federal 
Energy Regulatory 
Commission (FERC)
– Implemented by State 

Commissions for rate-
regulated utilities

• Encourage conservation, 
reliability and efficiency in 
the delivery and generation 
of electricity



PURPA Mandates

• All electric utilities, including municipals and 
cooperatives, must purchase electricity from 
Qualifying Facilities (QF) at the utility’s 
“avoided cost.”
– Utilities are required to have Standard Offer tariffs 

for QFs 100 kW and below

– Standard Offer tariff may apply to larger QFs 
(Larger QFs must negotiate with the utility)

• There are also obligations for utilities to 
interconnect and provide standby service to 
QFs



PURPA Generators

• Created “Qualifying Facilities” 
– Qualifying Small Power Production 

Facilities
• Originally no larger than 80 MW
• Wind, solar, hydro, landfill gas, biomass

– Qualifying Cogeneration Facilities 
• Originally no size limit
• Midland Cogeneration Venture 

(MCV)

• EPAct 2005 and FERC Order 688 
led to a rebuttable assumption 
that QFs larger than 20 MW have 
non-discriminatory access to MISO 
and other similar markets.

MCV Cogeneration Plant

White’s Bridge Hydro



What is avoided cost?

• “…the incremental costs to an electric utility of 
electric energy or capacity or both, but for the 
purchase from the qualifying facility or qualifying 
facilities, such utility would generate itself or 
purchase from another source.”

– Determined by the state commissions for rate-
regulated utilities and by non-rate-regulated utilities

– Array of methods generally accepted by FERC to 
calculate avoided cost which can result in a wide 
range of avoided cost numbers

– Important to consider ratepayer interests



PURPA in Michigan – and Why Now

• Original 35 year PURPA contracts are ending & 
interest in PURPA by solar developers

• Commission directed Staff to coordinate a 
PURPA Technical Advisory Committee during 
2015 and 2016

– www.michigan.gov/renewables and then PURPA

– Staff report 

• Commission initiated contested PURPA cases

• The first utility PURPA case in our current 
series of cases is Consumers Energy

http://www.michigan.gov/renewables


Consumers Energy PURPA Case

• Consumers Energy, Staff and Intervenors have each 
filed testimony with recommendations

• On May 31 (U-18090), the MPSC approved key aspects 
of the first update in 25 years of the approach utilities 
must take to determine avoided costs: 
– Avoided cost is based on a combination of natural gas 

combustion turbine and combined cycle plants (Michigan’s 
avoided cost was previously based on a coal plant)

– Standard Offer available to QFs as large as 2 MW 
• RECs belong to the QF

• Terms of 5, 10, 15 or 20 years available

• Energy payment is increased by 2.37% to reflect a reduction in line 
losses



Consumers Energy PURPA Case

• A June 21, 2017 single-day hearing is set for parties to put natural 
gas plant model inputs and Standard Offer Tariff energy and 
capacity payments into the record.  The Commission will rule on 
this information in an order to be issued on July 12.

• MPSC Staff proposal/estimate of solar avoided cost (as filed in Case 
No. U-18090 on June 12, 2017):

Staff’s proposal is one of several proposals filed yesterday in an 
ongoing case – the Commission will issue an order on July 12.

Assuming a 20 Year Contract & Proxy Plant Variable Rate Energy:

Staff’s Proposed Estimated Energy Payments:  5.8 cents /kWh

Staff’s Proposed Estimated Capacity Payment:  $8.77/kW-Month

(Capacity Payment spread over expected annual kWh assuming 1,490 
kWh per installed kWac: 3.5 cents/kWh)



Michigan & Renewables

• 15% by 2021 Renewable Energy Standard

– Previous 10% RPS spurred primarily wind growth

• Michigan retail sales are slightly over 100 Million 
MWh per year 

– Currently have approximately 115 MW of solar

– 700 – 800 MW of solar equates to about 1% of Michigan’s 
retail sales



PURPA in the news…

• Shift Toward Renewables Sparks Midlife Crisis For 
PURPA

• PURPA's puzzle: FERC workshop revisits 1978 law, 
embattled as ever 

• FERC nominees say fixing PURPA is up to Congress

• BNEF: Shorter contracts could put PURPA solar 
projects at financial risk 

• The Uncertain Future Of PURPA, A Key To Renewable Energy

• Where Are PURPA’s Defenders?

• PURPA’s Future in the Balance:
Will pending changes from Congress or FERC block 
this successful path for renewable energy 
development?
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