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Before the Minnesota Public Utilities Commission 
 

PUBLIC Comments of the Minnesota Department of Commerce 
Division of Energy Resources 

 
Docket No. E015/M-22-547 

 
I. INTRODUCTION 
 
In its Petition, Minnesota Power (Minnesota Power or the Company) requested the Minnesota Public 
Utilities Commission (Commission) allow the Company to recover reagent costs1 through the Fuel and 
Purchase Energy Rider (FPE Rider).  
 
Minnesota Power proposed to allocate reagent costs similar to Midcontinent Independent System 
Operating (MISO) costs in the FPE Rider.  
 
II. BACKGROUND 
 
The Company filed its most recent Petition for Approval of its Annual Forecasted Rates for its Rider for 
Fuel and Purchased Energy Charge for the calendar year 2023 on May 2, 2022 (AA Petition).2 The 
Company did not include reagent costs as part of the Fuel and Purchased Energy Charge in the AA 
Petition. The Company noted it is not permitted to recover reagent costs through the Fuel Clause, per 
Commission Order dated March 12, 2018 in Docket No. E015/16-664 (2016 Rate Case). Minnesota 
Power noted it expected to submit a Petition to the Commission to move reagent costs out of Base 
Rates and into the Fuel Clause (which is the FPE Rider).3 
 
The Company also recently filed a Petition requesting the Commission allow the Company to recover 
the impacts of a contract change with Hibbing Public Utilities in the FPE Rider.4 
 
III. PETITION SUMMARY 
 
The Company requested the Commission allow the Company to recover reagent costs through the Fuel 
and Purchased Energy Rider (FPE Rider). The Company currently recovers reagent costs through base 
rates. 
 
The Company stated it uses reagents to reduce pollutants from its power plants to comply with federal 
and state air quality regulations.    

 

1 The Company uses reagents to reduce pollutants from its power plants to comply with federal and state air quality 
regulations. 
2 Docket No. E015/AA-22-216.  
3 AA Petition, p. 9.  
4 Company’s September 22, 2022 Petition in Docket No. E015/M-22-501.  

https://www.edockets.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7b5026F683-0000-CB14-9E61-81C97C1834E4%7d&documentTitle=202210-189985-01
https://www.edockets.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7b40398680-0000-C427-853C-57E2FE99CEB1%7d&documentTitle=20225-185443-02
https://www.edockets.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7b40398680-0000-C427-853C-57E2FE99CEB1%7d&documentTitle=20225-185443-02
https://www.edockets.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7bA04B6683-0000-C326-B9D7-CA25673365EE%7d&documentTitle=20229-189245-02
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Since the Commission denied the Company’s similar request in the 2016 Rate Case, the Company 
stated the following reasons why the past decision may not be applicable to the current Petition:5  
 

• The Fuel Clause Adjustment (FCA) mechanism has been significantly reformed (Company cited 
to Docket No. E999/CI-03-802 for support), 

• The Company’s dispatch strategy moved to increasing reliance on economic dispatch, leading to 
greater variability in reagent costs, 

• The Company’s generation mix continues to evolve, 
• Higher market energy prices observed in 2021 and to-date in 2022 have caused greater than 

anticipated generation at Boswell Energy Center (BEC), resulting in increasing variability in 
reagent use, 

• The Commission granted Otter Tail Power Company’s request to recover reagent costs in its 
fuel clause in its 2022 rate case. 

 
A. REAGENTS 
 
The Company stated it uses reagents including ammonia, urea, carbon, and lime to reduce emission 
while Boswell units are operating and that the consumption of reagents is directly correlated to the 
number of operating hours and generation levels (load) a plant is dispatched in a particular year.6  
 
The Company stated market conditions such as inflation can cause reagent price variability. Minnesota 
Power also noted it has contracts, which fix the price for lime and carbon, and a price index for 
ammonia. Reagent vendors also add a fuel surcharge for delivery.  
 
The Company provided Boswell Energy Center Unit 3 (BEC3) has transitioned to economic operations 
and Boswell Energy Center 4 (BEC4) is in must run operations. MISO has the option to dispatch BEC4 
between its minimum and maximum generation level, resulting in material variances in its annual 
generation depending on market conditions. The Company notes BEC3’s economic dispatch results in 
even wider variance in annual generation than seen at BEC4.  
 
IV. DEPARTMENT ANALYSIS 
 
The Department reviewed the Company’s Petition and additional information provided through 
Information Requests. The following provides the Department’s analysis  of Minnesota Power’s request 
to move reagent cost recovery from base rates in the rate case to the FPE Rider.   
  

 

5 Instant Petition, pp. 1 -2.  
6 Instant Petition, pp. 4-5  
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A. STATUTE REQUIREMENTS 
 
Minnesota Statute § 216B.16, subd. 7 provides the Commission may permit a public utility to file rate 
schedules containing provisions for the automatic adjustment of charges for public utility service in 
direct relation to changes, in part, prudent costs incurred by a public utility for sorbents, reagents, or 
chemicals used to control emissions from an electric generation facility, provided these costs are not 
recovered elsewhere in rates. The Statute also notes the utility must track and report annually the 
volumes and costs of sorbents, reagents, or chemicals using separate accounts by generating plant.  
 
The Department agrees the statute allows the Commission to approve reagent cost recovery through 
the FPE Rider. However, the statute does not require the Commission to do so. As discussed in more 
detail in the following sections, the Commission denied Minnesota Power’s similar request in Docket 
No. E015/GR-16-664.  
 
B. FUEL CLAUSE ADJUSTMENT REFORM 
 
The Commission denied Minnesota Power’s previous request to move recovery of reagent costs from 
base rates to the FCA Rider (which is the FPE Rider) in the Company’s previous rate case (Docket No. 
E015/GR-16-664). In the previous rate case, the Department opposed fuel-clause recovery, arguing 
that limiting recovery of reagent costs to base rates gives Minnesota Power an incentive to minimize 
these costs between rate cases. The Administrative Law Judge agreed and recommended the 
Commission deny the Company’s request to recover reagent costs through the fuel clause. The 
Commission agreed with the ALJ and the Department.7 
 
Minnesota Power did not make a similar request in its ongoing rate case in Docket No. E015/GR-21-
335. However, Minnesota Power is making the request in the instant petition, stating, in part, the 
mechanism for the FCA changed, citing to the Investigation into the Appropriateness of Continuing to 
Permit Electric Energy Cost Adjustments (Docket No. E999/CI-03-802).  
 
The Company further explained the mechanism change:8 
 

Prior to 2020, the FCA was calculated based on actuals after the month 
was completed.  Once the FCA rate was calculated, it was applied to 
customer bills the following month. Minnesota Power used the first two of 
the previous three months to determine the factor to apply to customer 
bills which smoothed out any big swings in fuel and purchase costs. 
Annually, Minnesota Power provided documentation to prove prudency of 

 

7 Commission’s March 12, 2018 FINDINGS OF FACT, CONCLUSIONS, AND ORDER in Docket No. E015/GR-16-664.  
8 Department Attachment 1 (Company Response to DOC IR No. 5).  

https://www.revisor.mn.gov/statutes/cite/216B.16
https://www.edockets.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7bB0DC1B62-0000-C617-A26A-37077A2077DF%7d&documentTitle=20183-140963-01


Docket No. E015/M-22-547 PUBLIC DOCUMENT 
Analysts assigned: Andrew Golden, Holly Soderbeck 
Page 4 
 
 
 

 

costs that had already been charged to the customer. The Department of 
Commerce would review the documentation for prudency of costs 
incurred annually.  
 
Some of the issues that were identified by the Department of Commerce 
in regards to the prior FCA mechanism was that actual costs were being 
recovered before the Department of Commerce had a chance to review 
them. Actual costs were only reported annually after the year was 
complete. The Department of Commerce proposed the FCA mechanism 
should be changed as the utilities did not have any incentives to keep costs 
low since actuals were flowed to customers two months after they were 
incurred.  
 
A new FCA mechanism was created, also known as FAC Reform, which 
involved submitting a forecast of costs before the year and once reviewed 
and approved, the forecasted rates would be charged to the customers. 
During the year, actual costs are incurred and an over-/under-collected 
amount is calculated to determine what costs Minnesota Power recovered 
due to billing forecasted rates versus actual costs incurred. Then once the 
year i[s] complete, Minnesota Power files a “True Up filing” based on 
actuals and requests to refund or charge true up rates based on the 
difference between actuals to forecasts. Once approved, the true up rates 
are applied to customer bills. 

 
The Department does not believe the change in FCA Reform significantly impacts the reasons the 
Department, Administrative Law Judge, and Commission previously denied the same request from 
Minnesota Power, since utilities are more incented to manage costs that fixed in base rates in a rate 
case. The Department also notes the “FAC Reform” occurred December 2017. The Commission issued 
its Order in Docket No. E999/CI-03-802 on December 19, 2017 and also issued an Order revising 
implementation dated December 12, 2018. Therefore, the FAC Reform occurred prior to Minnesota 
Power’s initial filings in its ongoing rate case in Docket No. E015/GR-21-335 and Minnesota Power did 
not make this request in that docket, which would have allowed more parties consider this change 
being proposed by the Company.  
 
C. REAGENT COSTS, PRICES, AND GENERATION MIX 
 
The Company stated another reason for its Petition is greater variability in reagent cost, reagent use, 
and evolution of its generation mix.  
  

https://www.edockets.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7bC0816F60-0000-CB19-85ED-0A66B7DD43BB%7d&documentTitle=201712-138275-01
https://www.edockets.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7b10B1A367-0000-C71A-BEF7-89BAA1C6E8B3%7d&documentTitle=201812-148414-01
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The Company provided the biggest drive of variation in reagent costs, year-over-year, is the generation 
level of the facility. The Company provided several factors included in the forecasted generation level: 
 

• planned outages, 
• economic dispatch operations for BEC3 (which began in 2021), and  
• LMP [locational marginal price] market conditions.9 

 
i. Reagent Cost 

 
According to the Company’s forecasts, the reagent costs have fluctuated over the years, but are 
increasing over 2022 and 2023 before going back down and have little variation in 2025 and 2026, as 
shown in the following table.10  
 

Table 1: Reagent Costs 
Year Boswell Unit 3 Boswell Unit 411 Total 
2016 Base Rates 1,480,607             5,044,161    6,524,768  
2016 Actuals 1,179,578             2,566,070    3,745,648  
2017 Actuals 1,016,045             2,204,162    3,220,207  
2018 Actuals 1,144,439             2,434,559    3,578,998  
2019 Actuals 787,945             2,081,245    2,869,190  
2020 Actuals 874,806             1,901,941    2,776,747  
2021 Actuals 1,358,318             1,917,995    3,276,313  
2022 Test Year 827,624             1,800,353    2,627,977  
2022 Forecast 2,352,851             1,836,260    4,189,111  
2023 Forecast 2,587,662             3,437,367    6,025,029  
2024 Forecast 1,288,437             2,356,795    3,645,232  
2025 Forecast 1,369,094             2,401,724    3,770,818  
2026 Forecast 1,445,491             2,325,585    3,771,076  

 
The Company also provided the reagent cost amount currently included in the Company’s base rates 
(since the 2016 general rate case) and the Company’s actual reagent costs from 20216 through 2021. 
The Company has over-collected reagent costs in base rates in 2016, 2017, 2018, 2019, 2020, and 
2021. The following table details the amount of reagent costs in base rates which exceeded actual 
costs, for each year.  
  

 

9 Department Attachment 2 (Company Response to DOC IR No. 1).  
10 Department Attachment 2 (Company Response to DOC IR No. 1). 
11 The costs for BEC4 are only for Minnesota Power.  
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Table 2: Reagent Costs in Base Rates less Actual Reagent Costs 
Year Boswell Unit 3 Boswell Unit 412 Total 
2016             301,029            2,478,091       2,779,120  
2017         464,562         2,839,999  3,304,561  
2018           336,168          2,609,602    2,945,770  
2019             692,662              2,962,916     3,655,578  
2020              605,801              3,142,220       3,748,021  
2021              122,289              3,126,166        3,248,455  
Total          2,522,511            17,158,994      19,681,505  

 
The Company over-collected reagent costs in base rates by $19.7 million in 2016 through 2021.  
 
The Company is forecasting it will under-collect reagent costs, if its 2022 test year amount is included 
in base rates, as the Company proposed in its ongoing rate case. The following table compares the 
2022 test year amount, reported by the Company, to the Company’s forecasts for 2022 through 2026 
as an estimation of under-collection. However, it is important to note Table 3 used forecasted values, 
whereas Table 2 used actual values. 
 

Table 3: 2022 Test Year Reagent Costs Less Forecasted Reagent Costs 
Year Boswell Unit 3 Boswell Unit 413 Total 
2022 Forecast     (1,525,227)                (35,907)  (1,561,134) 
2023 Forecast     (1,760,038) (1,637,014)  (3,397,052) 
2024 Forecast  (460,813)  (556,442)  (1,017,255) 
2025 Forecast       (541,470)             (601,371)    (1,142,841) 
2026 Forecast      (617,867)          (525,232)  (1,143,099) 
Total     (4,905,415)  (3,355,966)  (8,261,381) 

 
It’s also important to note that, while the forecasted reagent costs are below the Company’s stated 
2022 test year reagent costs (presumed as the base rate amount), it is a forecast, or an estimate. In 
addition, the 2022 test year reagent costs is the Company’s own forecast and the Company is able to 
file a rate case as needed. Additionally, the Department notes that after several years of Minnesota 
Power significantly over recovering reagent costs in bases rates, now that reagent costs may be higher 
than its amount in bases rates (which the Department is still evaluating)  Minnesota Power now 
requests recovery on a flow through method via the FPE Rider. 
  

 

12 The costs for BEC4 are only for Minnesota Power. 
13 The costs for BEC4 are only for Minnesota Power. 
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The Department requests the Company provide in Reply Comments the amount of reagent costs the 
Company expects to be included in base rates in Docket No. E015/GR-21-335. The Department 
requests the Company explain if the amount is from the Company’s proposed 2022 Test Year amount 
or if any intervening parties in the Petition recommended adjustments to reagent costs.  
 
The Department also requests the Company provide the amount of actual 2022 reagent costs used, 
by month, through at least September 30, 2022 or October 31, 2022 if available, and forecasts for the 
remainder of 2022, in Reply Comments.  
 

ii. Reagent Price 
 
Reagent cost to Minnesota Power is based on commodity pricing. The Company provided the reagent 
price is typically contracted but can increase in a given year based on factors such as inflation, fuel 
costs, delivery fees, and chemical makeup of the reagent. 14  
 
The Company’s reagents include ammonia, lime, limestone, carbon, and urea. The Company does not 
include urea in its 2022 Test Year Budget because the Company anticipated its inventory amount was 
sufficient to cover any usage without additional purchase. The Company has not purchased urea in 
2022, as of November 2022.15 The company has contracts with vendors for ammonia, lime, limestone, 
and carbon.  
 

a. Ammonia 
 
The Company’s contract with Hawkins, Inc. for ammonia (Hawkins Contract) began July 1, 2022 and 
ends April 20, 2025.  
 
The Department requests Minnesota Power provide, in Reply Comments, the price it paid for 
ammonia prior to July 1, 2022 and contracts prior to July 1, 2022 for Ammonia, broken out by fuel 
surcharge, commodity price, etc.  

 
b. Lime and Limestone 
 

The Company stated the price for lime increased [TRADE SECRET DATA HAS BEEN EXCISED] for 2023.16 
The Company’s contract with Graymont LLC for lime began March 1, 2018 and ends February 23, 2023 
(Graymont Contract). The parties amended the contract with  
  

 

14 Department Attachment 2 (Company Response to DOC IR No. 1). 
15 Department Attachment 3 (Company Response to DOC IR No. 7). 
16 Department Attachment 4 (Company Response to DOC IR No. 6). 
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updated prices on March 1, 2022.17,18 The Company provided the Graymont contract, with 
amendments each year for prices. The following table provides the changes in price for each year.  
 

Table 4: Lime Price, by Year, per Graymont Contract19 

Exhibit A A-1 A-2 A-3 A-4 
A-4 % change 

from A-3 
A-4 % change 

from A 

 

[TRADE SECRET DATA HAS BEEN EXCISED] 

 
 
The Graymont Contract, Exhibit D, provides the fuel surcharge information. However, the Department 
does not have enough information to know the total fuel surcharge amount paid by Minnesota Power.  
 
The Department requests the Company provide, in Reply Comments, the Company’s calculation for 
the price increase for lime for 2023.  
 
The Department requests the Company provide, in Reply Comments, the Company’s anticipated 
contract or purchase arrangement for lime after February 23, 2023.  
 

c. Carbon 
 
The Company’s contract with ADA Carbon Solutions LLC (ADA Contract) for carbon is from January 1, 
2016 through December 31, 2023.  
 
Amendment 1 to the Agreement provides the pricing information, which is reiterated in the following 
table.  
  

 

17 Department Attachment 5 (Company Response to DOC IR No. 3).  
18 For reference, intervening parties filed Direct Testimony in Docket No. E015/21-335 on April 18, 2022. 
19 Department Attachment 5 (Company Response to DOC IR No. 3). 
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Table 5: Carbon Pricing, $/lb20 
  2016 2017 2018 2019 2020 2021 2022 2023 
 

[TRADE SECRET DATA HAS BEEN EXCISED] 

 
 
The Contract provides the Buyer (Minnesota Power) is responsible for the cost of shipping the product 
from the Seller’s facility to Buyer’s facility.21  
 
The Department requests the Company provide, in Reply Comments, itemized costs for each reagent 
(i.e., broken down by product name, shipping costs, fuel surcharge, etc.) for 2016 through 2021 
actuals and 2022 through 2026 forecasts.  
 

iii. Reagent Use 
 
The Company provided BEC3 transitioned to economic operations and BEC4 is in must run operations 
and also stated, “Minnesota Power’s generation is experiencing greater dispatch levels of its Boswell 
units than what was anticipated in the 2021 rate case.”22 The Company provided fluctuation in load 
and fuel impacts reagent use. 23 
 
The Company anticipates the 2023 dispatch for Boswell Energy Center at [TRADE SECRET DATA HAS 
BEEN EXCISED], an increase of [TRADE SECRET DATA HAS BEEN EXCISED] from 2022 anticipated 
generation levels. 
 
The Company calculates reagent costs based on reagent purchase prices and usage rates on a $/MWh 
basis. The Company includes the costs when developing BEC3 and BEC4 energy offer submitted to 
MISO.24  
  

 

20 Department Attachment 5 (Company Response to DOC IR No. 3). 
21 Department Attachment 5 (Company Response to DOC IR No. 3). 
22 Instant Petition, p. 6.  
23 Department Attachment 2 (Company Response to DOC IR No. 1). 
24 Department Attachment 6 (Company Response to DOC IR No. 4). 
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The Department requests Minnesota Power provide, in Reply Comments, the annual net generation 
(net MWh), for BEC3 and BEC4 from 2016 to 2021 actuals and from 2022 to 2026 forecasts.  
 
D. OTTER TAIL POWER COMPANY 
 
Minnesota Power notes in its Petition, a recent order from the Commission regarding Otter Tail 
Power’s reagent cost recovery method.  
 
As stated in Otter Tail Power’s rate case, it is the Department’s position that moving reagent costs to 
the FPE Rider would likely reduce the Company’s incentive for efficiency and cost minimization.25 The 
Administrative Law Judge (ALJ), in its Report, contemplated a “one-time experiment” for allowing 
reagent costs in the FCA, as a way to allow the Commission to test the proposition that the meaningful 
incentives to contain reagent costs will be lost if the costs are included in the FCA.26 The Commission 
concurred with the ALJ, and approved recovery of reagent costs through the FCA. The Commission 
stated, “if reagent costs do begin to rise disproportionately, the Commission will have the opportunity 
to investigate further and modify recovery in future EAR [FCA] proceedings.”27 
 
The Department notes a significant difference between the ALJ’s consideration of a “one-time 
experiment” for Otter Tail Power and Minnesota Power’s request is the method for the request. Otter 
Tail Power submitted its proposal through a general rate case proceeding. Minnesota Power submitted 
its proposal through a miscellaneous docket. The Department again notes Minnesota Power did not 
make this request in its ongoing rate case. A general rate case proceeding is a more appropriate 
method for considering this request as it allows for extensive review and participation from interested 
parties to brief the issue and participate in deliberation.  
 
The Department requests Minnesota Power provide, in Reply Comments, the reasoning and support 
for requesting to change recovery of regent costs through the instant Petition as opposed to a 
general rate case proceeding.  
  

 

25 In re the Application of Otter Tail Power Co. for Authority to Increase Rates for Electric Service in Minn., MPUC Docket No. 
E017/GR-20-719, Ex.  DOC-___ at 23 (Johnson Surrebuttal). Note: Otter Tail Power refers to its fuel adjustment rider as 
Energy Adjustment Rider (EAR).  
26 In re the Application of Otter Tail Power Co. for Authority to Increase Rates for Electric Service in Minn., MPUC Docket No. 
E017/GR-20-719, FINDINGS OF FACT, CONCLUSIONS OF LAW AND RECOMMENDATION, at 84, Office of Administrative Hearings, 
September 20, 2021.  
27 In re the Application of Otter Tail Power Co. for Authority to Increase Rates for Electric Service in Minn., MPUC Docket No. 
E017/GR-20-719, FINDINGS OF FACT, CONCLUSIONS OF LAW AND RECOMMENDATION, at 29, Minnesota Public Utilities Commission, 
February 1, 2022.  

https://www.edockets.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7b40669079-0000-C4A8-AE13-66DF0FDA99BD%7d&documentTitle=20215-174397-06
https://www.edockets.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7b100B057C-0000-C11B-A439-5F30491A9EA4%7d&documentTitle=20219-178116-01
https://www.edockets.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7b100B057C-0000-C11B-A439-5F30491A9EA4%7d&documentTitle=20219-178116-01
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V. REQUEST FOR SUPPLEMENTAL INFORMATION 
 
The Department appreciates the opportunity to review Minnesota Power’s Petition. However, the 
Department requests Minnesota Power provide the following information in Reply Comments, to 
supplement the Petition:  
 

• the amount of reagent costs the Company expects to be included in base rates in Docket No. 
E015/GR-21-335 and explain if the amount is from the Company’s proposed 2022 Test Year 
amount or if any intervening parties in the Petition recommended adjustments to reagent 
costs, 

• the amount of actual 2022 reagent costs used, by month, through at least September 30, 
2022 or October 31, 2022 if available, and forecasts for the remainder of 2022, 

• the price paid for ammonia prior to July 1, 2022 and contracts prior to July 1, 2022 for 
Ammonia, broken out by fuel surcharge, commodity price, etc., 

• the Company’s calculation for the price increase for lime for 2023,  
• the Company’s anticipated contract or purchase arrangement for lime after February 23, 

2023, 
• itemized costs for each reagent (i.e., broken down by product name, shipping costs, fuel 

surcharge, etc.) for 2016 through 2021 actuals and 2022 through 2026 forecasts,  
• the annual net generation (net MWh), for BEC3 and BEC4 from 2016 to 2021 actuals and from 

2022 to 2026 forecasts, and 
• the reasoning and support for requesting to change recovery of regent costs through the 

instant Petition as opposed to a general rate case proceeding 
 
Once Minnesota Power provides this information, the Department will submit response comments as 
quickly as possible.  
 
VI. DEPARTMENT RECOMMENDATIONS 
 
The Department will provide a recommendation after reviewing Minnesota Power’s reply comments.  
The Department requests Minnesota Power provide the information specified above. 
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A. Prior to 2020, the FCA was calculated based on actuals after the month was completed.  Once
the FCA rate was calculated, it was applied to customer bills the following month.  Minnesota
Power used the first two of the previous three months to determine the factor to apply to
customer bills which smoothed out any big swings in fuel and purchase costs.  Annually,
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charged to the customer.  The Department of Commerce would review the documentation for
prudency of costs incurred annually.

Some of the issues that were identified by the Department of Commerce in regards to the prior
FCA mechanism was that actual costs were being recovered before the Department of
Commerce had a chance to review them.  Actual costs were only reported annually after the
year was complete.  The Department of Commerce proposed the FCA mechanism should be
changed as the utilities did not have any incentives to keep costs low since actuals were flowed
to customers two months after they were incurred.

A new FCA mechanism was created, also known as FAC Reform, which involved submitting a
forecast of costs before the year and once reviewed and approved, the forecasted rates would
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To be completed by responder 

 

 
 

be charged to customers.  During the year, actual costs are incurred and an over-/under-
collected amount is calculated to determine what costs Minnesota Power recovered due to 
billing forecasted rates versus actual costs incurred.  Then once the year in complete, Minnesota 
Power files a “True Up filing” based on actuals and requests to refund or charge true up rates 
based on the difference between actuals to forecast.  Once approved, the true up rates are 
applied to customer bills.    

B. Changing to a new FCA Mechanism did not change the fundamental calculation of the FCA Rates 
charged to customers.  The fuel costs, purchase costs, and sales recovered through the FCA were 
the same between the old mechanism and the new mechanism.  The process of recovering actual 
costs in the old mechanism versus recovering forecasted costs based on an approved forecast 
and having a true up after actuals are calculated was the only change in FCA.   

Minnesota Power is not proposing a change to the treatment of reagent costs due to the change 
in FCA mechanism as both mechanisms support the change in the treatment of reagent costs.  
Minnesota Power is simply stating with FAC Reform there is an opportunity for in-depth and 
careful review of actual costs during the true-up filing. The main reasons for the change in the 
treatment of reagent costs is the Company’s dispatch strategy has moved to increasing reliance 
on economic dispatch, higher market energy prices observed in 2021 and to-date in 2022 have 
caused greater than anticipated generation at Boswell Energy Center (“BEC” or “Boswell”), 
resulting in increased variability in reagent use, and Otter Tail Power Company’s (“Otter Tail 
Power”) 2020 rate case, the Commission granted Otter Tail’s similar request to recover reagent 
costs in its fuel clause.  More detail on the above reasons can be found on Page 1 and 2 of the 
“Approval to Recover Reagent Costs through the Fuel and Purchased Energy Rider” filing (Docket 
E015/M-22-547).   
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Assigned Analyst(s):  Andrew Golden and Holly Soderbeck 
Email Address(es): andrew.golden@state.mn.us and holly.soderbeck@state.mn.us 
Phone Number(s): 651-539-1819 and 651-539-1849 
 
ADDITIONAL INSTRUCTIONS: 
Each response must be submitted as a text searchable PDF, unless otherwise directed. Please include the 
docket number, request number, and respondent name and title on the answers. If your response 
contains Trade Secret data, please include a public copy.  
Request Number: 1 
Topic: Reagent Costs  
Reference(s):  

 

 

Request: 
A. Please provide a table, in spreadsheet format, with Minnesota Power’s reagent costs, by facility: 

a. 2016 to 2021 actuals 
b. 2016 cost in base rates 
c. 2022 cost in base rates (MN Power recommended and any intervenor recommendation) 
d. 2022 to 2026 forecasts 

B. Please explain and support variances greater than 10% in Part A 

Responses: 

A. See DOC IR 01.01 ATTACH for the information requested in items a. through d. 

B. See DOC IR 01.01 ATTACH for year-over-year percentage change from 2016 actuals through 2026 
forecast. Variances in reagent costs are caused by multiple factors.  The budgeted reagents cost is 
based on a forecasted generation level for each Boswell unit. The biggest driver of variation in 
reagents costs, year-over-year, is the generation level of the facility. The forecasted generation level 
includes planned outages, economic dispatch operation for Boswell Unit 3 which started in 2021, 
and LMP market conditions.  The budgeted reagent cost is also based on commodity pricing. This 
pricing is typically a contracted cost but can increase in a given year based on various external 
factors such as inflation, fuel costs, delivery fees, and chemical makeup of the reagent. The 
budgeted reagent cost is also based on pollution control equipment operation. Fluctuation in load 
and fuel have impacts on reagent use.  Boswell Unit 4 installed a NID system to reduce emissions in 
2016. The 2016 Base Rate/Budget amount included for Boswell Unit 4 was provided by the 
engineering firm based on equipment specifications. As that system has been in use for multiple 
years, that system has been optimized to reduce reagent cost. 
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Boswell Unit 3
Year-over-Year
% Change Cost >10% Variance Explanation Boswell Unit 4*

Year-over-Year
% Change Cost >10% Variance Explanation

2016 Base Rate/Budget 1,480,607$       5,044,161$       

2016 Actual Cost 1,179,578$       2,566,070$       
2017 Actual Cost 1,016,045$       -14% production/operation change 2,204,162$       -14% generation and commodity increase
2018 Actual Cost 1,144,439$       13% commodity increase 2,434,559$       10%
2019 Actual Cost 787,945$        -31% generation and commodity decrease 2,081,245$       -15% generation decrease
2020 Actual Cost 874,806$        11% commodity increase 1,901,941$       -9%
2021 Actual Cost 1,358,318$       55% generation increase due to market pricing 1,917,995$       1%

2022 Test Year 827,624$        1,800,353$       

2022 Forecast 2,352,851$       73% generation increase due to market pricing 1,836,260$       -4%

2023 Forecast 2,587,662$       10% 3,437,367$       87%
anticipate strong market pricing to 

continue

2024 Forecast 1,288,437$       -50%

anticipate a decrease in market pricing 
which will ultimately cause a decrease in 

generation 2,356,795$       -31%

anticipate a decrease in market 
pricing which will ultimately cause a 

decrease in generation 
2025 Forecast 1,369,094$       6% 2,401,724$       2%
2026 Forecast 1,445,491$       6% 2,325,585$       -3%

*MP Cost Only
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Assigned Analyst(s):  Andrew Golden and Holly Soderbeck 
Email Address(es): andrew.golden@state.mn.us and holly.soderbeck@state.mn.us 
Phone Number(s): 651-539-1819 and 651-539-1849 

ADDITIONAL INSTRUCTIONS: 
Each response must be submitted as a text searchable PDF, unless otherwise directed. Please include the 
docket number, request number, and respondent name and title on the answers. If your response 
contains Trade Secret data, please include a public copy. 
Request Number: 7 
Topic: Reagent Costs – 2023 Forecast 
Reference(s): Petition, pp. 4-5 

Minnesota Power identified urea as a reagent used to reduce emissions in Boswell 4, but costs for this 
reagent are not included in the 2022 Test Year Budget Reagent Costs. 

Request: 

A. Please explain and provide additional detail regarding the inclusion of urea as a line item.

Responses: 

A. Urea is utilized for Nitrous Oxide (NOx) control on Bowell Unit 4.  When the 2022 Test Year
Budget was developed Minnesota Power anticipated the amount in inventory was sufficient for
the forecasted generation in 2022. Year-to-date Minnesota Power has not purchased any urea.
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Request Number: 6 
Topic: Reagent Costs – 2023 Forecast 
Reference(s): Petition, p. 7 

Minnesota Power included $2.6 million for reagent costs in its 2022 Test Year and is forecasting reagent costs 
of $6 million in 2023. Petition, p. 7. 

Request: 
A. Please provide the updated forecast for reagent costs in 2022.
B. Please provide the additional detail for the forecasted 2023 reagent costs, including which

factors are driving the increased forecast (i.e., inflation, economic operations reliance, energy
prices, dispatch levels, etc.).

Responses: 

A. The forecasted costs for reagents as of September 30, 2022 are $2,352,851 for Boswell Unit 3
and $1,836,260 for Boswell Unit 4 (Minnesota Power only), which is an increase from 2022 test
year of approximately $1,589,111.

B. One driving factor for the increased cost of reagents in 2023 is due to an increase in forecasted
generation.  Anticipated 2023 dispatch for the Boswell Energy Center is [TRADE SECRET DATA
BEGINS  TRADE SECRET DATA ENDS] (Minnesota Power only) which is an 
increase of [TRADE SECRET DATA BEGINS  TRADE SECRET DATA ENDS] from the 
generation levels anticipated in the 2022 test year.  In addition there is a commodity price escalation 
of [TRADE SECRET DATA BEGINS  TRADE SECRET DATA ENDS] on lime for 2023. 

The information labeled as trade secret herein includes information related to Company generation and 
contractually-negotiated terms used by the Company and is trade secret information as defined by Minn. Stat. § 
13.37, subd. 1(b). This information has independent economic value from not being generally known to, and not 
being readily ascertainable by proper means by, other parties who could obtain economic value from its disclosure 
or use. The disclosure of this information could adversely impact contract negotiations, potentially increasing costs 
for these services for our customers. Thus, the Company maintains this information as trade secret. 
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Assigned Analyst(s):  Andrew Golden and Holly Soderbeck 
Email Address(es): andrew.golden@state.mn.us and holly.soderbeck@state.mn.us 
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Each response must be submitted as a text searchable PDF, unless otherwise directed. Please include the 
docket number, request number, and respondent name and title on the answers. If your response 
contains Trade Secret data, please include a public copy.  
Request Number: 3 
Topic: Reagent Price Contracts  
Reference(s): Petition, p. 5 

 

 

Request: 
 

A. Please provide a copy of Minnesota Power’s contracts in place for all reagents. 
 

B. For each reagent contract, please provide: 
a. Contract begin date 
b. Contract end date 
c. Fixed prices included in contract 
d. Variable prices included in contract 

 

Responses: 

A. Please see DOC IR 03.01 ATTACH PUB for the public version of the Chemical Supply Agreement 
to purchase ammonia from Hawkins, Inc.  

Please see DOC IR 03.02 ATTACH PUB for the public version of the Chemical Supply Agreement 
to purchase lime from Graymont LLC. 

Please see DOC IR 03.03 ATTACH PUB for the public version of the Chemical Supply Agreement 
to purchase carbon from ADA Carbon Solutions, LLC.  

Due to the limited amount of urea needed to control NOX Minnesota Power no longer purchases 
this reagent in bulk, rather it is priced upon request.   
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B. Below is a summary table with the information requested in items a. through d. 

 Ammonia Lime Carbon 
a. Contract begin date July 1, 2022 March 1, 2018 January 1, 2016 
b. Contract end date April 30, 2025 February 23, 2023 December 31, 2023 
c. Fixed Price   Found in Amendment No. 5 Found in Amendment No. 1 
d. Variable Price Found in Exhibit A 

Found in Exhibit D 
Found in Exhibit D Found in Section 6 

 

 

The information labeled as trade secret herein includes information related to specific vendors 
and contractually-negotiated terms used by the Company and is trade secret information as 
defined by Minn. Stat. § 13.37, subd. 1(b). This information has independent economic value from 
not being generally known to, and not being readily ascertainable by proper means by, other 
parties who could obtain economic value from its disclosure or use. The disclosure of this 
information could adversely impact contract negotiations, potentially increasing costs for these 
services for our customers. Thus, the Company maintains this information as trade secret. 
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CHEMICAL SUPPLY AGREEMENT 

This CHEMICAL SUPPLY AGREEMENT (this “Agreement”) is made and entered into as of 
the 01 day of May, 2022 (the “Effective Date”), by and between Hawkins, Inc.  (“Seller”), and 
ALLETE, Inc., a Minnesota corporation (“Buyer”).  Together, Seller and Buyer are “Parties” to 
this Agreement and either Seller or Buyer individually is a “Party” to this Agreement. 

NOW THEREFORE, in consideration of the mutual covenants and obligations stated in this 
Agreement, the receipt and sufficiency of which the Parties acknowledge, Seller and Buyer 
hereby agree as follows: 
SECTION 1. SALE AND PURCHASE OF PRODUCT 

1.1. Subject to the terms and condition of this Agreement, Seller shall sell to Buyer, and 
Buyer shall purchase from Seller from time to time, each of the product(s) set forth 
below in the amounts and at the price set forth below: 

“Product(s)” Those Products listed in Exhibit A 

“Price” The pricing structure for each Product as set forth in Exhibit A.  The 
applicable volume rebate schedule is also included in Exhibit A. 

Quantity of Product(s) Nothing in this Agreement shall require Buyer to purchase certain amounts 
of any Product from Seller, unless otherwise set forth in Exhibit A.   

Destination Buyer location-specific requirements are attached herein as Exhibit C. 

Other The Product’s Specification is attached herein as Exhibit B.  No changes to 
this specification will be allowed without prior written consent by Seller 
and Buyer.  Delivery requirements, including but not limited to timing, 
shall be included in Exhibit B. 

SECTION 2. TERM 
2.1. The “Term” of this Agreement shall begin on the Effective Date and shall continue 
thereafter to and including April 30, 2025 unless extended or earlier terminated in accordance 
with this Agreement. 

SECTION 3. CHEMICAL ORDERS 
3.1. Buyer may submit to Seller, via email, a written order for a specific amount of 
chemicals to be purchased by Buyer and delivered by Seller (“Order”). 
3.2. Orders shall be sent to: customer.service@hawkinsinc.com 
3.3. Acknowledgements/Notices of shipment shall be sent to the specific individual and 
site listed as the contact person in Exhibit A for each chemical. 

With a copy to: 
ALLETE, Inc. 
30 West Superior Street 
Duluth, MN 55802 
Attn: Purchasing Department 

3.4. Seller may change its contact information for Orders, and Buyer may change its 
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contact information for acknowledgements and notices of shipment, in each case by written 
Notice to the other Party. 
3.5. As more fully set forth in Section 20 (Complete Agreement), the terms and conditions 
of this Agreement will prevail notwithstanding any different, conflicting, or additional terms 
and conditions that may appear on any purchase order, invoice, acknowledgements or any 
such form or document even if signed by both Parties hereto. 

SECTION 4. WARRANTY 
4.1. Warranty.  Seller represents warrants that the goods and services furnished will be 
free from defects in materials and workmanship, merchantable and in full conformity with 
the applicable specifications set forth in Exhibit B, and Seller’s description, promises or 
samples, and that such goods will be fit for the Buyer’s intended use provided Seller has 
reason to know of such use, and that Seller will convey the good title to the goods, free and 
clear from all liens, claims and encumbrances.  No implied warranties of Seller are excluded 
or disclaimed.  Seller shall give prior notice to Buyer of any significant change(s) in 
materials, manufacturing processes, or test methods for mutual assessment of the probable 
effect on Buyer’s processes or product performance.  Seller warrants that the manufacture of 
the goods and any component part hereunder, and the use or resale of such goods do not 
infringe the claims of any U.S.  or foreign patent, copyright, trademark or trade secret.  Seller 
represents and warrants that the production and furnishing of the goods hereunder comply 
with all applicable laws, permits, rules and regulations, and further, that the delivery of such 
goods complies with all applicable laws, permits, rules and regulations regarding packaging, 
marking and shipping of the goods.  Seller also represents and warrants that the goods are 
listed on the TSCA Inventory maintained by the U.S.  Environmental Protection Agency 
under the Toxic Substances Control Act, and that Seller shall provide Buyer with 
documentation confirming such listing upon request.   
4.2. Compliance.  Seller represents and warrants that, if Seller is legally required to 
comply with the provisions of the following, all goods and services furnished under this 
Agreement shall be produced in compliance with and Seller shall abide by provisions of the 
following which are incorporated herein by reference to the extent that such provisions are 
applicable to Seller and this Agreement:  Employee Non-Discriminatory and Equal 
Opportunity requirements contained in Executive Orders No.  11246, 11758 and any 
subsequent related orders; Certification of Nonsegregated Facilities, as required by Order of 
the U.S.  Secretary of Labor cited at 32 Federal Register 7437 and any subsequent related 
orders; Employer Information Report (EEO-1, Standard Form 100) under Section 60-1.7 of 
Title 41 of the Code of Federal Regulations and any subsequent related regulations; 
Affirmative Action for Disabled Veterans and Veterans of the Vietnam Era as mentioned in 
38 United States Code Section 1787 and the Vietnam Era Veterans Readjustment Act and 
subsequent related law; laws relating to Utilization of Minority Business Enterprises and 
Minority Business Enterprises Subcontractor Program as provided in Section 800 of Title 10 
of the Code of Federal Regulations and any subsequent related regulations and orders; and 
laws relating to Employment of the Handicapped under Section 503 of the Rehabilitation Act 
of 1973 and subsequent related law. 
4.3. Environmental Laws.  Seller shall observe and comply with all federal, state or local 
laws, statutes, codes enactments, ordinances, rules, regulations, permits, consents, approvals, 
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authorizations, licenses, judgments, orders, writs, decrees, injunctions, common laws 
(including without limitation the common law respecting nuisance and tortious liability), or 
other requirements having the force and effect of law or regulation, relating to the protection 
of human health and safety, occupational health and safety, the environment, or natural 
resources and wildlife, including, without limitation (i) the Comprehensive Environmental 
Response, Compensation, and Liability Act  of 1980 (CERCLA), (ii) the Solid Waste 
Disposal Act, (iii) the Resource Conservation and Recovery Act (RCRA), (iv) the Toxic 
Substances Control Act (TSCA), (v) the Federal Insecticide, Fungicide and Rodenticide Act 
(FIFRA),  (vi) the Clean Water Act, (vii) the Clean Air Act,, (viii) the Occupational Safety 
and Health Act (OSHA), (ix) the Safe Drinking Water Act, (x) the Minnesota Environmental 
Response and Liability Act (MERLA), and (xi) the Department of Transportation rules on 
hazardous materials, all as amended and in effect from time to time (“Environmental Laws”). 
Seller shall consult with the Buyer in all cases where there is a question, or additional 
clarification is needed regarding compliance with Environmental Laws or permits. 
4.4. Safety and Health.  Seller specifically represents and warrants that all goods and 
services provided herein meet current safety standards established and promulgated under the 
Federal Occupational Safety and Health Act (OSHA) of 1970, or under any applicable law of 
a state in lieu thereof, for the protection of employees who will be affected by the use or 
performance of said articles and services.  In Minnesota the rules governing safety include, 
but are not limited to, the Minnesota Occupational Safety and Health Codes and the 
Minnesota Manual on Uniform Traffic Control Devices, Appendix B.  Additionally, the 
Contractor shall abide by and be signatory to Minnesota Power’s Contractor Safety 

Orientation Manual.  A copy of Minnesota Power’s Safety Manual is available upon request. 
4.5. Buyer’s Property.  Buyer has a strong regard for environmental stewardship and 
human health and safety.  Consistent with this policy, Seller is responsible for conducting its 
activities on Buyer’s property in such a manner as to protect human health and safety and the 
physical environment which may be associated with the Agreement.  Seller represents and 
warrants that all operations, products, services and reports are conducted or completed in 
compliance with all applicable Environmental Laws. 
Seller has a duty to understand when its actions or contemplated actions may have an effect 
on any environmental requirements stated or implied herein and shall demonstrate 
competency in environmental compliance. 
4.6. Remedy.  In the event Seller (i) offers or supplies any defective goods or services or 
any goods or services not in accordance with Buyer’s location-specific requirements, 
specifications, or Seller’s express or implied warranties hereunder, (ii) breaches any 
warranties or covenants, or (iii) fails to timely supply conforming goods or services 
hereunder, Buyer may, at its option:  (a) reject such goods or services; (b) terminate this 
Agreement or any part hereof, including but not limited to a product-specific termination or a 
location-specific termination; (c) return such goods and charge Seller all costs, expenses and 
damages related to the return; (d) cover and charge Seller for any loss, costs and damages 
incurred; (e) require Seller to replace or otherwise correct, without expense to Buyer, any 
such goods or services; or (f) retain such goods and charge Seller for any damages.  All rights 
and remedies stated herein shall be in addition to any rights and remedies provided by law, 
and shall survive any inspection, test, acceptance and payment.  In addition to the rights set 
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forth in this Section 4, Buyer may upon written notice to Seller, terminate this Agreement in 
whole or part, including but not limited to a product-specific termination or a location-
specific termination (a) if reasonable grounds for insecurity arise as to Seller’s expected 
performance (including timely performance) within ten (10) days after Buyer’s written 
demand for adequate assurance. 

SECTION 5. SHIPPING AND DELIVERY; ACCEPTANCE 
5.1. Information to be Provided by Seller.  Upon execution of the Agreement, Seller 
shall provide to Buyer the following information. 

5.1.1. Seller’s safety training program 
5.1.2. Seller’s certifications applicable to the goods and services provided hereunder 
5.1.3. Seller’s transportation and delivery spill response plans 
5.1.4. Seller’s driver training program, including DOT Hazardous Materials training, 

applicable to the goods and services to be provided hereunder 
5.1.5. A list of personal protective equipment for the transportation vehicles to be used 

for delivery of the goods to be furnished hereunder as well as documentation that 
drivers’ delivery of said goods have met all associated OSHA requirements for 
the use of the same 

5.2. Packaging, Packing Lists and Bills of Lading.  Seller shall be responsible for 
proper packaging, loading and tie-down, as applicable, to prevent damage during 
transportation.  Seller must bill all returnable containers on a separate memo invoice; return 
transportation charges will be collect and for Seller’s account.  Buyer’s weight and/or count 
will be accepted as final and conclusive on all shipments not accompanied by such packing 
list. 
5.3. Timing of Delivery.  Time of the essence.  Seller shall furnish sufficient labor and 
management forces, plant and equipment and shall work such hours (including night shift, 
overtime, weekend and holiday work) as may be required to assure timely delivery as set 
forth in Exhibit B. 
5.4. Title and Risk of Loss.  Title and risk of loss and damage to all goods shall remain in 
Seller until receipt of the goods at Buyer’s location.  Title shall pass to Buyer upon Buyer’s 
acceptance of goods at Buyer’s location.   
5.5. Inspection and Acceptance.  All goods furnished to Buyer hereunder shall be 
subject to Buyer’s inspection and acceptance or rejection within a reasonable time after 
delivery irrespective of payment date.  The making or failure to make any inspection of, 
payment for, or acceptance of the goods shall in no way impair Buyer’s right to reject or 
revoke its acceptance of non-conforming goods or to avail itself of any other remedies to 
which Buyer may be entitled, notwithstanding knowledge of the nonconformity, its 
substantiality or ease of discovery.  Buyer shall have a reasonable time to submit claims of 
count, weight, quantity, loss or damage to delivered goods. 
5.6. Testing and Lab Analyses.  Buyer reserves the right to sample all goods furnished 
hereunder to ensure the goods are compliant with specifications set forth in Exhibit B.  Seller 
shall provide Buyer copies of Seller’s ongoing quality assurance tests and quality control lab 
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analyses. 
SECTION 6. TAXES, FEES AND ROYALTIES 

6.1. All taxes, fees and royalties are included in the price of the goods and services as set 
forth in Exhibit A, other than any applicable state sales tax, which shall be to Buyer’s 
account. 

SECTION 7. INVOICING AND PAYMENT 
7.1. Seller shall invoice Buyer for each shipment of goods hereunder, and, unless 
otherwise specified, payment shall be 60 days after the date of an accepted invoice submitted 
as required by Buyer.  Buyer shall timely pay all undisputed amounts stated on Seller’s 
invoice.  All amounts due hereunder shall be subject to setoff and recoupment.  Payment 
shall not constitute acceptance for goods and services or waiver of any claims related thereto.  

SECTION 8. INSURANCE 
8.1. Without limiting any of the other obligations or liabilities of Seller, Seller shall 
provide and maintain such insurance as shall protect Seller and Buyer from claims which 
may in any way arise out of or be in any manner connected with the performance of the 
Agreement, whether such claims arise out of the act of failure to act of Seller, Buyer, or of 
the direct or indirect delegee, appointee or employee of either.  Such insurance shall be as 
specified below unless additional insurance is required by the purchase order, and, except for 
worker’s compensation, all insurance policies shall name Buyer and its Indemnitees under 
Section 11.2 as additional insureds with insurance companies that are (a) authorized to do 
business under the laws of the State(s) in which Seller conducts business related to this 
Agreement, and (b) rated A- or better by A.M.  Best rating service in amounts not less than:  

Type of Coverage Limits
8.1.1. Workers’ Compensation 

Coverage, including coverage under the United States 
Longshoremen’s and Harbor Workers’ Compensation Act, the 
Jones Act and the Federal Employers’ Liability Act, where 
applicable. 

Statutory 

8.1.2. Employers’ Liability Coverage $1,000,000
8.1.3. Commercial General Liability, occurrence form, providing 

bodily injury, personal injury, and property damage liability 
coverage, including but not limited to Broad Form Property 
Damage with no explosion, collapse and underground (XCU) 
exclusions, contractual liability coverage for the indemnity 
promise contained herein, and including MCS-90. 

General Aggregate $4,000,000
Products - Completed Operations  Aggregate $2,000,000
Personal & Advertising Injury $2,000,000
Each Occurrence $2,000,000
Contractual $2,000,000
Fire Damage (any one fire) $50,000
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Medical Expense (any one person) $5,000
8.1.4. Comprehensive Automobile Liability, covering all automobiles, 

trucks, tractors, trailers, motorcycles, mobile equipment or 
other automotive equipment whether owned, hired, or leased or 
used by the Seller, and including MCS-90. 

Bodily Injury/Property Damage 
Combined Single Limit 

$1,000,000

8.1.5. Professional Liability $1,000,000
8.1.6. Pollution Liability $5,000,000

SECTION 9. TERMINATION 
9.1. Termination for Convenience.  Buyer shall have the right to terminate the Agreement 
or any part thereof, including but not limited to a product-specific termination or a location-
specific termination, upon sixty (60) days written Notice to Seller; provided, however, that 
such termination shall not be effective as to any Orders placed prior to such termination. 
9.2. Termination by Buyer for Default.  Buyer shall have the right to terminate or suspend 
this Agreement, by written Notice to Seller, in whole or in part, including but not limited to a 
product-specific termination or a location-specific termination, in the case of a breach of this 
Agreement by Seller, if such breach is not cured by the later of (i) seven (7) days after 
written Notice from Buyer and (ii) the expiration of a time period established in a plan 
provided by Seller to Buyer within three (3) days of Seller’s receipt of such Notice, and 
acceptable to Buyer in its sole discretion, to commence a cure within seven (7) days after 
receipt of such Notice and diligently and continuously pursue a cure thereafter (a “Seller 
Event of Default”).  Seller shall have the right to terminate or suspend this Agreement, by 
written Notice to Buyer, in whole or in part, in the case of (a) a failure by Buyer to make any 
payment due hereunder (other than the disputed portion of any amount due hereunder that is 
being disputed in good faith) if such failure is not cured within ten (10) days after written 
Notice from Seller.  For the purpose of this Section 9.2, Seller shall be conclusively deemed 
to have breached this Agreement in the event Seller becomes insolvent or makes an 
assignment for the benefit of a creditor or commits an act of bankruptcy or files or has filed 
against it a petition in bankruptcy or reorganization proceedings. 

SECTION 10. FORCE MAJEURE 
10.1. Definition of Force Majeure.  “Force Majeure” means an event or condition that 
prevents or delays the performance by a Party of its obligations under this Agreement to the 
extent beyond the reasonable control, and without the fault or negligence, of the Party 
claiming relief, and which by the reasonable exercise of due diligence such claiming Party is 
unable to prevent or overcome.  Force Majeure is defined as fire, floods, earthquake, 
hurricane, tornado, explosion, accident, war or war-like operations (whether or not a state of 
war is declared), riot, Acts of God, acts of terrorism, insurrection, enactment of new 
applicable law or order, or changes in applicable law that prevent performance, and 
breakdowns of or damage to Buyer’s plants, equipment, facilities, or power systems 
interconnected with generating stations (including shutdowns for unplanned maintenance as 
may be necessary to mitigate or eliminate the imminent threat of such breakdowns or 
damage).  Force Majeure shall not include delays caused by unfavorable weather that is not 
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abnormal for the season and geographic area, unsuitable ground conditions, inadequate 
construction force, strikes or labor disturbances involving the personnel of Seller or any of its 
subcontractors, market conditions or the failure of either Party to place orders for equipment 
or materials sufficiently in advance to ensure delivery when needed. 
10.2. Effect of Force Majeure.  If Force Majeure prevents either Party from performing any 
of its obligations under this Agreement, and if such Party gives to the other Party Notice of 
the Force Majeure (which Notice (i) shall identify the event of Force Majeure and, to the 
extent known, the expected length of time during which the event of Force Majeure will be in 
effect and the plan of the Party experiencing the Force Majeure to correct or remove it and 
(ii) be delivered promptly after the start of the Force Majeure event), then the obligations of
the Party giving such Notice are excused to the extent made necessary by the Force Majeure
and during its continuance, which time period shall be called the “Force Majeure Period.”
An event of Force Majeure shall excuse the obligations of the notifying Party only to the
extent that the Party takes all commercially reasonable actions necessary to overcome the
Force Majeure with all reasonable dispatch.  Only the Party suffering a Force Majeure may
claim Force Majeure relief; provided, however, that the other Party shall be excused from its
obligations that depend upon the performance of the obligations excused by the Force
Majeure event.  An attempt by the Party suffering an event of Force Majeure to perform its
obligations notwithstanding the Force Majeure shall not constitute a waiver of the right to
claim Force Majeure if such attempt proves unsuccessful.  Notwithstanding the foregoing,
the Party affected by Force Majeure, in its sole discretion, shall not be required to submit to
unreasonable conditions or restrictions imposed by any governmental authority or contract
counterparty, or to make significant capital expenditures, to overcome the Force Majeure.  In
the event, and to the extent, a Force Majeure prevents Buyer from accepting goods and
services, Seller’s sole remedy shall be an extension of the Term of this Agreement for the
time period lost by reason of the Force Majeure.

SECTION 11. INDEMNIFICATION 
11.1. Intellectual Property.  Seller shall, at its own expense, hold harmless, protect and 
defend Buyer against any claim, suit or proceeding brought against Buyer which is based on 
a claim, whether rightful or otherwise, that the goods or any part thereof, furnished under this 
Agreement, constitute(s) an infringement of any U.S.  intellectual property rights, and Seller 
shall pay all damages, costs, and expenses arising from such claim. 
11.2. General Indemnification by Seller.  Seller shall completely indemnify, defend, and 
hold Buyer, its officers, agents and representatives (“Buyer Indemnitees”) harmless from and 
against all claims for personal injury, property damage, wrongful death or other damages, 
losses and expenses, including attorneys’ fees (“Claims”), arising out of, or resulting from, 
Seller’s negligence or willful misconduct.  It is expressly understood and agreed that this 
obligation to completely indemnify, defend and hold harmless shall apply and be enforceable 
for all Claims except to the extent caused by the negligence or willful misconduct of the 
Buyer Indemnitees.  If a Claim is made by an employee of Seller against a Buyer Indemnitee, 
Seller shall and hereby agrees to indemnify the Buyer Indemnitee to the same extent as if the 
Claim was made by a non-employee of the Seller without regard to any limitation on Seller’s 
liability for injuries to its employees, whether established by judicial decision, statute or 
otherwise.  This provision shall also be enforceable in addition to and beyond any insurance 
coverages required for the protection of Buyer as permitted by law. 
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SECTION 12. CHOICE OF LAW; VENUE 
This Agreement and the rights of all parties hereunder shall be construed under and governed 
by the laws of the State of Minnesota.  The Parties agree to submit to the exclusive 
jurisdiction of the State and Federal courts sitting in St. Louis County, Minnesota, and waive 
any objections to such location based on jurisdiction, venue or inconvenient forum. 

SECTION 13. ASSIGNMENTS 
Buyer reserves the right to assign this Agreement to successors, assigns, affiliates or 
subsidiaries without further notice to or consent of Seller.  No part of this Agreement may be 
assigned or subcontracted by Seller without Buyer’s written consent. 

SECTION 14. CONFIDENTIALITY 
Except as permitted or directed in writing by Buyer, Seller shall not during the term of this 
Agreement or thereafter divulge, furnish or make accessible to anyone or use in any way any 
confidential, trade secret, or proprietary information (including but not limited to personnel, 
financial or other matters) of Buyer that Seller has acquired or become acquainted with in the 
performance of any of its obligations under this Agreement, whether such information is 
developed by the Seller or others.  Seller shall promptly notify Buyer of any request by any 
entity for information covered by this Agreement.  Unless otherwise agreed to by the Parties 
in writing, all information of Buyer that Seller acquires or becomes acquainted with in the 
performance of any duty under this Agreement shall be considered confidential, trade secret 
or proprietary information belonging to Buyer. 

SECTION 15. NOTICES 
Except as otherwise specifically provided by this Agreement, any notice provided for 
pursuant to this Agreement or given or made in connection with this Agreement (“Notice”) 
shall be in writing and shall be deemed properly and sufficiently given or made if delivered 
in person with receipt acknowledged in writing by the recipient, or sent by registered or 
certified mail return receipt requested, to the respective Parties at the addresses specified 
below: 

If to Seller, addressed to: 
Hawkins, Inc. 
2831 Rosegate 
Roseville, MN 55113 
Attn:  Legal Counsel 

If to Buyer, addressed to: 
ALLETE, Inc. 
30 West Superior Street 
Duluth, Minnesota 55802 
Attn:  Manager of Purchasing and Contracts 

SECTION 16. SELLER AS AN INDEPENDENT CONTRACTOR 
It is agreed and understood that during the performance of this Agreement, Seller shall be 
considered an independent contractor, and not an agent of Buyer. 
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SECTION 17. WAIVERS 
The failure of either Party to require strict performance of any provision of this Agreement 
by the other Party, or the forbearance to exercise any right or remedy under this Agreement 
shall not be construed as a waiver by such Party of the right to require strict performance of 
any such provision or the relinquishment by such Party of any such right or remedy it might 
have with respect to any subsequent breach of such provisions.  All waivers shall be signed 
in writing, designated a waiver, and signed by the waiving Party, and shall recite the rights 
waived. 

SECTION 18. HEADINGS AND SECTION NUMBERS; CONSTRUCTION 
18.1. Headings Not to Affect Construction.  The headings of the sections of this 
Agreement are inserted for convenience only and shall have no effect on the construction, 
interpretation or meaning of this Agreement. 
18.2. References to Section Numbers.  All references in this Agreement to a section of 
this Agreement will be interpreted to refer to the entire section, including subsections.   

SECTION 19. AMENDMENTS 
Any and all amendments, supplements and modifications to this Agreement shall be effective 
only if in writing and signed by the Parties. 

SECTION 20. COMPLETE AGREEMENT 
This Agreement is the complete and total expression of all agreements, contracts, covenants 
and other promises between Seller and Buyer related to the sale of goods and services set 
forth herein to Buyer.  The terms and conditions of this Agreement will prevail 
notwithstanding any different, conflicting, or additional terms and conditions that may appear 
on any purchase order, invoice, acknowledgement or any other such form or document even 
if signed by both Parties.   No preprinted terms and conditions or other preprinted provisions 
contained in or attached to or referred to in any purchase order submitted by Buyer or in any 
order acknowledgment, acceptance, or invoice issued by Seller shall operate to amend, 
modify, supplement or supersede the provisions contained in this Agreement, and any 
provision or statement in any purchase order issued by Buyer or in any order 
acknowledgment, acceptance, or invoice issued by Seller that purports to make the terms of 
such document exclusive or binding shall be void as it relates to this Agreement. 

SECTION 21. COUNTERPARTS 
Buyer and Seller may execute this Agreement in two or more counterparts, each of which 
shall constitute an original document and all of which taken together shall constitute a single 
Agreement. 

SECTION 22. SURVIVAL 
The provisions of Sections 4 (Warranty), 5, (Shipping and Delivery; Acceptance), 6 (Taxes, 
Fees and Royalties), 7 (Invoicing and Payment), 8 (Insurance), 9 (Termination), 11 
(Indemnification), 12 (Choice of Law; Venue), 13 (Assignments), 14 (Confidentiality), 15 
(Notices), 16 (Seller as Independent Contractor), 18 (Headings and Section Numbers; 
Construction), 20 (Complete Agreement), 22 (Survival), and 23 (Severability) shall survive 
expiration or termination of this Agreement. 
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SECTION 23. SEVERABILITY 
Whenever possible, each provision of this Agreement shall be interpreted in such a manner 
as to be effective and valid under applicable law, but if any provision of this Agreement is 
held to be invalid, illegal or unenforceable in any respect under applicable law or rule in any 
jurisdiction, such invalidity, illegality or unenforceability shall not affect any other provision 
or any other jurisdiction, but this Agreement shall be reformed, construed and enforced in 
such jurisdiction as if such invalid, illegal or unenforceable provision had never been 
contained herein. 

SECTION 24. EQUAL EMPLOYMENT OPPORTUNITY 
When this Agreement is used for procurement in support of utility business, Supplier and its 
Subcontractors shall abide by the requirements of §§ 41 CFR 60-1.4(a) (as amended by E.O.  
13665 regarding pay transparency), 60-300.5(a) and 60-741.5(a).  These regulations prohibit 
discrimination against qualified individuals based on their status as protected veterans or 
individuals with disabilities, and prohibit discrimination against all individuals based on their 
race, color, religion, sex, sexual orientation, gender identity or national origin.  These 
regulations require that covered prime contractors and subcontractors take affirmative action 
to employ and advance in employment individuals without regard to race, color, religion, 
sex, sexual orientation, gender identity, national origin, disability or veteran status. 

THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK 
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IN WITNESS WHEREOF, the Parties have duly executed this Agreement in their respective 
corporate names as of the ____ day of ___________________, 2022. 

Hawkins, Inc., as Seller 

By:  
Name:    
Title:    

ALLETE, Inc., as Buyer 

By:  
Name:   
Title:    

John Ampe III

Sales Manager

28th June

Rachel Kritzeck
Procurement Analyst

PUBLIC DOCUMENT 
Docket No. E015/M-22-547 

Department Attachment 5 
Page 13 of 82



PUBLIC DOCUMENT 
Docket No. E015/M-22-547 

Department Attachment 5 
Page 14 of 82



PUBLIC DOCUMENT 
Docket No. E015/M-22-547 

Department Attachment 5 
Page 15 of 82



PUBLIC DOCUMENT 
Docket No. E015/M-22-547 

Department Attachment 5 
Page 16 of 82



PUBLIC DOCUMENT 
Docket No. E015/M-22-547 

Department Attachment 5 
Page 17 of 82



Page 16 

EXHIBIT C 
BUYER LOCATION-SPECIFIC REQUIREMENTS 

Boswell Energy Center 
All truck drivers hauling chemicals to Boswell Energy Center are directed to pull into the 
Information Center and park prior to the site access gate.  Either the truck driver or Information 
Center Personnel will contact an Environmental Systems Operator for assistance and access to 
the site and unloading assistance.  If a delivery arrives after Information Center receiving hours, 
contact #’s are posted on signs at the Information Center.  Drivers are prohibited from entering 
the site (passing thru the gate) without an ESO escort.   

Contact List for an ESO Chemical Unloading Escort 
Minnesota Power 
Site 

Chemical Onsite Contact 
Position 

Contact # Unloading Hours 

Boswell Energy 
Center 

Ammonia Unit 3 Control 
Room Operator 

218-313-4660 Daylight Hours only 
No exceptions 
Prior to 2:30 PM preferred 

Boswell Energy 
Center 

Sulfuric #3 
Cooling Tower 

Unit 3 Control 
Room Operator 

218-313-4660 Daylight Hours only 
No exceptions 
Prior to 2:30 PM  preferred 

Boswell Energy 
Center 

Sulfuric #4 
Cooling Tower 

Unit 4 Control 
Room Operator 

218-313-4661 Daylight Hours only 
No exceptions 
Prior to 2:30 PM  preferred 

Boswell Energy 
Center 

Urea ½ Unit 4 Control 
Room Operator 

218-313-4660 Daylight Hours only 
No exceptions 
Prior to 2:30 PM  preferred 

Boswell Energy 
Center 

Bleach (Bulk) Unit 4 Control 
Room Operator 

218-313-4661 Daylight Hours only 
No exceptions 
Prior to 2:30 PM  preferred 

Boswell Energy 
Center 

Bleach (Totes) Unit 1/2 Control 
Room Operator 

218-313-4660 Daylight Hours only 
No exceptions 
Prior to 2:30 PM  preferred 

Boswell Energy 
Center 

Caustic (Bulk) Unit 4 Control 
Room Operator 

218-313-4661 Daylight Hours only 
No exceptions 
Prior to 2:30 PM  preferred 

Boswell Energy 
Center 

Sulfuric Acid 
Totes (40%) 

Unit 4 Control 
Room Operator 

218-313-4661 Daylight Hours only 
No exceptions 
Prior to 2:30 PM  preferred 
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NOTE:   If there any environmental concerns or questions please contact one of the following 
individuals:   

Contact List for any Environmental Questions or Concerns 
Name Extension Phone # Email 
Andrew Paul 4290 218-259-9708 apaul@mnpower.com 
Teresa Larson 4466 218-491-3985 tlarson@mnpower.com 
Misty Hanson 4482 218-256-1245 mahanson@mnpower.com 

Rapids Energy Center 
Contact List for a Plant Attendant Chemical Unloading Escort 

Minnesota Power 
Site 

Chemical Onsite Contact 
Position 

Contact # Unloading Hours 

Rapids Energy 
Center 

Sulfuric Acid Rick Fannin or 
Control Room 
Operator 

218-256-0457
or
218-326-3801

Daylight Hours Only 
7:00am to 6:30pm 

Rapids Energy 
Center 

Sodium 
Hydroxide 

Rick Fannin or 
Control Room 
Operator 

218-256-0457
or
218-326-3801

Daylight Hours Only 
7:00am to 6:30pm 

NOTE:   If there any environmental concerns or questions please contact one of the following 
individuals:   

Contact List for any Environmental Questions or Concerns 
Name Extension Phone # Email 
Rick Fannin 6927 218-256-0457 rfannin@mnpower.com 

Hibbard Renewable Energy Center 
Contact List for a Plant Attendant Chemical Unloading Escort 

Minnesota Power 
Site 

Chemical Onsite Contact 
Position 

Contact # Unloading Hours 

Hibbard Renewable 
Energy Center 

Sulfuric Acid Control Room 
Operator 

218-628-3627
x5732

Daylight Hours Only 
7:00am to 5:00pm 

NOTE:   If there any environmental concerns or questions please contact one of the following 
individuals:   

Contact List for any Environmental Questions or Concerns 
Name Extension Phone # Email 
Jacob Weerts 5726 218-336-5726 jweerts@mnpower.com 
Ron Ulseth 5791 218-256-8437 rulseth@mnpower.com 
Cherese Hietala 3401 218-310-5306 chietala@mnpower.com 
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Oscar Velasquez

National Sales Manager

Dec. 13, 2017

PUBLIC DOCUMENT 
Docket No. E015/M-22-547 

Department Attachment 5 
Page 82 of 82



Minnesota Department of Commerce 
85 7th Place East │ Suite 280 │ St. Paul, MN 55101 

Information Request 

Docket Number: E015/M-22-547 
Requested From: Minnesota Power 
Type of Inquiry: Financial 

☐Nonpublic  ☒Public
Date of Request: 10/27/2022
Response Due: 11/7/2022

SEND RESPONSE VIA EMAIL TO: Utility.Discovery@state.mn.us as well as the assigned analyst(s). 

Response Date: November 7, 2022 
Response by: Laurel Udenberg  
Email Address: ludenberg@mnpower.com 
Phone Number: (218) 723-7537

To be completed by responder  

Assigned Analyst(s):  Andrew Golden and Holly Soderbeck 
Email Address(es): andrew.golden@state.mn.us and holly.soderbeck@state.mn.us 
Phone Number(s): 651-539-1819 and 651-539-1849 

ADDITIONAL INSTRUCTIONS: 
Each response must be submitted as a text searchable PDF, unless otherwise directed. Please include the 
docket number, request number, and respondent name and title on the answers. If your response 
contains Trade Secret data, please include a public copy. 
Request Number: 4 
Topic: Economic Dispatch 
Reference(s): Petition, pp. 5-6 

Request: 

A. Please explain how Minnesota Power considers reagent costs when determining if Boswell 3 or
Boswell 4 meet factors for economic dispatch.

B. Please explain the conditions or scenarios for Minnesota Power being able to determine market
dispatch for Boswell 3 and 4 units and for Midcontinent Independent System Operator (MISO) to
determine dispatch either unit.

Responses: 
A. Reagent costs are calculated based on reagent purchase prices, usage rates, and are calculated on a

$/MWH basis. These $/MWH values are then used as an adder when developing Boswell 3 and 4’s
energy offer that is submitted to MISO.  The reagents considered include Limestone, Aqueous
Ammonia, Activated Carbon, Urea, and Lime.

B. MISO determines market dispatch for generating units.  Minnesota Power submits an offer for each
of its generators to MISO for dispatch.  The generation offer parameters include: Start Up Costs,
Daily Run Times, No Load Costs, Start Up and Notification Times, Unit Limits (ie: minimums and
maximums), Ramp Rates, Energy Offers, and Reserve Offers (Ancillary Services).

The unit parameters are evaluated by MISO to determine market dispatch levels.  In the event the
units are required by MISO to serve load or run for transmission reliability, MISO will dispatch the
units accordingly. MISO indicates a market dispatch with varying generation levels one day prior to
the actual dispatch. Due to the increased volatility in energy market prices and transmission
reliability, and because of the short term nature of MISO dispatching units, it is difficult for
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Minnesota Power to determine when, how long, or how much the units will be dispatched. While 
the difficulty applies to both Units 3 and 4, Unit 3’s market dispatch is increasingly difficult to 
determine because of its economic status, meaning the unit has the potential to come off and on 
based MISO’s market dispatch with minimal notice. Conditions that impact the need to dispatch 
generation and energy market prices include load level, transmission and generation availability. 
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