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I. INTRODUCTION 

 

These comments, submitted on behalf of the Izaak Walton League – Midwest Office, 

Fresh Energy, Sierra Club and Minnesota Center for Environmental Advocacy (collectively, 

“Environmental Intervenors”), concern Minnesota Power’s proposed Boswell Energy Center Unit 

4 Environmental Retrofit Project (“BEC4 Retrofit Project”). As a general matter, Environmental 

Intervenors certainly welcome improvements to air and water quality, and we of course agree that 

the Minnesota Mercury Emissions Reduction Act (“MERA”) and federal Mercury Air Toxics 

Standard (“MATS”) are important public health measures with which Minnesota Power should 

plan to comply.  Environmental Organizations, however, maintain that the “bigger picture” of the 

pollution created by extended BEC4 operations far into the future requires much more careful 

attention.  

 

Minnesota Power’s proposal extends the operating life of BEC4 another 12 years from 

previous company expectations, to 2035. During that time BEC4 would emit around 4 million 

tons of carbon dioxide each year for the life of the plant. With national atmospheric reports 

showing record-setting and increasingly dangerous carbon dioxide levels, Minnesota must 

prioritize rapid reductions in greenhouse gas pollution. The long-term environmental impacts of 

the BEC4 life extension move Minnesota in the opposite direction from the imperative to stabilize 

and reduce the effects of climate change. Environmental Intervenors believe that clean energy 

alternatives are better for ratepayers and the environment than paying hundreds of millions of 

dollars to retrofit aging plants.  
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Here, the Commission is called upon to determine whether spending money on control 

technologies to meet MATS and MERA at BEC4 is a worthwhile investment for ratepayers.  But 

these comments show that the plan before the Commission is not designed to establish MATS and 

MERA compliance -- our analysis shows those standards can potentially be met with much 

simpler and more cost-effective measures. Yet Minnesota Power left such measures unexamined. 

These facts strongly suggest that, contrary to Minnesota Power’s assertions, MERA and MATS 

compliance is not actually the driving purpose of the BEC4 Retrofit Project. Instead, the retrofits 

proposed are more likely designed to: a) satisfy the 2008 EPA Notice of Violation against 

Minnesota Power and/or b) cement cost recovery for the plant's operations until at least 2035. 

 Both of those scenarios are inappropriate for this proceeding, a proceeding ostensibly about 

MATS and MERA compliance only.   

 

First, it is shareholders, not ratepayers, who should be responsible for the costs of 

scenario a).  And second, if the scenario b) goal is to continue the operating lifespan of the plant 

indefinitely, then Minnesota Power must do a full and comprehensive analysis of all alternatives 

for Commission review.  Using the MATS/MERA deadline to force the Commission to make a 

myopic determination in lieu of comprehensive lifespan analysis and alternatives is clearly not in 

the ratepayers' interests. 

 

Environmental Intervenors submit that the BEC4 Retrofit Project that Minnesota Power 

has proposed is a Trojan horse that conceals massive unnecessary capital investment in coal, and 

significantly delays the fundamental transition to cleaner, low-carbon energy alternatives.  The 

record Minnesota Power has placed before the Commission does not support approval of the 

BEC4 Retrofit Project.  

 

II. THE BEC4 RETROFIT PROJECT IS NOT NEEDED FOR MATS OR MERA 

COMPLIANCE. 

 

Minnesota Power represents that MATS and MERA are the only regulatory requirements 

driving the BEC4 Retrofit Proposal. On this basis, Minnesota Power claims that the entire $350 

million cost of its share of the BEC4 retrofit should be allocated to compliance with MATS and 

MERA alone.
1
  As the technical analysis below shows, however, it is essential for the 

Commission to recognize that BEC4 does not need the proposed massive capital investment to 

achieve MATS and MERA pollutant reductions.
2
 

  

                                                 
1
 “Minnesota Power believes that all BEC4 project costs are appropriately allocated to achieving 

compliance with the requirements of the Minnesota Mercury Emissions Reduction Act (“MERA”) and 

the EPA-issued Mercury and Air Toxics Standard (“MATS” Rule).” See, MP Response to OAG IR 105, 

included within Exhibit 1 to these comments. 
2
 The Environmental Intervenors retained technical engineering analysis from Dr. Ranajit Sahu, whose 

expertise is detailed in Exhibit 2.  
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A. Requirements of the Mercury Air Toxics Standard and Mercury Emissions 

Reduction Act. 

 

Mercury and Air Toxics Standard (“MATS”) 

On December 16, 2011, the Environmental Protection Agency (“EPA”) signed its 

mercury and air toxics standards (“MATS”) rule for power plants, which is applicable to new 

and existing coal and oil-fired electric utility steam generating units (“EGUs”).   

MATS applies to EGUs larger than 25 megawatts (“MW”) that burn coal or oil for the 

purpose of generating electricity for sale and distribution.  These include investor-owned units, 

as well as units owned by the Federal government, municipalities, and cooperatives.  All 

operating coal and oil powered EGUs are required to limit their toxic air emissions. Thus, MATS 

applies to each of the four BEC units. 

For all existing and new coal-fired EGUs, the rule establishes numerical emission limits 

for mercury, filterable PM (as a surrogate for toxic non-mercury metals), and hydrogen chloride 

(“HCl”) (a surrogate for all toxic acid gases).  The rule establishes alternative numeric emission 

standards, including SO2 (as an alternate to HCl), individual non-mercury metal air toxics (as an 

alternate to PM), and total non-mercury metal air toxics (as an alternate to PM) for certain power 

plants.
3
 

Existing sources generally will have until 2015 (or possibly 2016 with request for 

extension) to comply with MATS.  This includes the 3 years provided to all sources by the Clean 

Air Act, as well as one additional year that may be granted by state permitting authorities if 

needed for technology installation. Reliability-critical units may be granted up to one additional 

year for compliance. 

The MATS Rule emission limits applicable to BEC4 are provided below.  

 
HCl PM Mercury 

 Lb/mmbtu Lb/Tbtu 

Mercury and Air Toxic Standards 

(MATS), existing coal boilers 
0.002 0.030 1.2 

 

While MATS requires compliance with these limits at each applicable unit, it is important to note 

that the MATS rule provides compliance flexibility via the use of averaging emissions of these 

pollutants at multiple units at a plant.  Thus, the BEC plant can and will likely use these 

averaging provisions for MATS compliance.
4
 

                                                 
3
 Note that in addition to meeting the mercury requirements for MATS, Minnesota Power has stated that it 

will use filterable PM (as the surrogate for non-mercury metals) and either SO2 or HCl for acid gases. See 

MP Response to OAG IR 106, included in Exhibit1 to these comments. 
4
  See the discussion of averaging in Section H, “Emissions Averaging,” 77 FR 9384, Feb. 16, 2012. 
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Mercury Emissions Reduction Act 

 

MERA requires utilities with the largest coal plants in Minnesota to obtain Commission 

approval of mercury reduction plans,
5
 and for Minnesota Power in particular, the option to file a 

plan “designed to achieve total mercury reduction at targeted and supplemental units owned by 

the utility equivalent to a goal of 90 percent [mercury] reduction.”
6
  Minnesota Power lobbied for 

the 2010 amendments that gave the utility more compliance flexibility, that is, extending the 

deadline to implement mercury reduction plans, and establishing the 90 percent mercury 

reduction goal as one that Minnesota Power can meet through a combination of emissions 

reductions at both “targeted units” and “supplemental units.” (E.g., Boswell 3 and 4).
7
 

 

In addition, MERA states that to encourage utilities to address multiple pollutants, a 

utility required to submit mercury reduction plans “may also propose plans for investments and 

related expenses in pollution control equipment . . . to comply with state or federal emission-

control statutes or regulations that became effective after December 31, 2004.”
8
  MERA allows 

utilities to petition for a rider pursuant to Minn. Stat. § 216B.1692 to recover the costs of the 

pollution control upgrades for mercury and other pollutants
9
 and, if approved, to begin 

recovering the project costs (including the shareholders’ rate of return) before completing the 

projects.
10

 

Here, Commission review is authorized by Minn. Stat. § 216B.6851, Subd. 6., and the 

standards for this review are contained in Minn. Stat. § 216B.6851, Subd. 6(b): 

 

                                                 
5
 Minn. Stat. § 216B.685.  

6
 Minn. Stat. §216B.6851, Subd. 3.  Although Minn. Stat. § 216B.6851 does not expressly state that it 

applies exclusively to Minnesota Power, the conditions contained in Subdivision 1 make clear that 

Minnesota Power is the only utility that benefits from the increased regulatory flexibility provided by this 

section.  
7
 Id.  

8
 Minn. Stat. § 216B.686.   

9
 Various belt and suspenders provisions in MERA authorize use of Minn. Stat. § 216B.1692 to recover 

costs related to pollution emission reductions, including: Minn. Stat. § 216B.683, Subd.1 (“A public 

utility . . . may also file for approval of emissions-reduction rate riders pursuant to section 216B.1692, 

subdivision 3, for its mercury control and other environmental improvement initiatives under sections 

216B.68 to 216B.688.”); Minn. Stat. § 216B.683, Subd. 3 (“Section 216B.1692 applies to plans and 

emissions-control riders proposed under sections 216B.68 to 216B.688 . . . .”); See also Minn. Stat. § 

216B.682, Subd. 3(c) (“The utility may submit an emissions rate rider to the commission under section 

216B.683 to recover the costs associated with plans filed under this section.”); Minn. Stat. § 216B.6851, 

Subd. 1 (“Plans under this section are subject to section 216B.682, subdivision 3.”); Minn. Stat. 

216B.686, Subd. 2 (“A public utility that files a plan under this section may also file for approval of an 

emissions-reduction rate rider under section 216B.683, subdivision 1.”). 
10

 Minn. Stat. § 216B.683, Subd. 1(b). 
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In its review, the commission shall consider [1] the environmental 

and public health benefits, [2] the agency's determination of 

technical feasibility, [3] competitiveness of customer rates, and [4] 

cost-effectiveness of the utility's proposed mercury-control 

initiatives . . . . 

* * * 

[T]he commission shall approve a . . . plan that the commission 

reasonably expects will come closest to achieving total mercury 

reductions at targeted and supplemental units owned by the utility 

equivalent to a goal of 90 percent reduction of mercury emissions 

at the utility's targeted units . . . in a manner that provides for 

increased environmental and public health benefits without 

imposing excessive costs on the utility's customers. If the 

commission is unable to approve the utility's . . . plan . . . , the 

commission . . . shall order the utility to implement the most 

stringent mercury-control alternative proposed by the utility . . . 

that provides for increased environmental and public health 

benefits without imposing excessive costs on the utility's 

customers. 

 

Thus, MERA requires that the Commission approve the mercury-control alternative that comes 

closest to a 90% reduction in mercury emissions without imposing excessive costs on ratepayers.   

In contrast, the portions of Minnesota Power’s plan related to controlling emissions of pollutants 

other than mercury are subject to the standard contained in Minn. Stat. § 216B.686, Subd. 1(b) 

and Subd. 4: 

[T]he utility must show that the investments in pollution control 

equipment to be installed at facilities in Minnesota under the plan 

will provide for increased environmental and public health 

benefits, do not impose excessive costs on the utility's customers, 

and will achieve at least the pollution control required by 

applicable state or federal regulations. 

* * * 

The commission shall consider the overall environmental and 

public health benefits, total costs, and competitiveness of customer 

rates. [T]he commission shall approve the plan and associated 

emissions-reduction rider if the commission finds that it meets the 

requirements of subdivision 1, paragraph (b). 
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Thus, the review standard for emissions control plans for pollutants other than mercury is 

broader in that it requires the Commission to consider “overall” benefits, impacts to costs and 

rates, and compliance with state and federal pollution control requirements.   

 

B. NEITHER MATS NOR MERA COMPLIANCE REQUIRES THE BEC4 

RETROFIT PROJECT. 

 

Minnesota Power has not included in its Petition the whole factual story that the 

Commission needs to consider before taking action on the BEC4 Retrofit Project proposal. Facts 

related to BEC4 emissions data show that current BEC4 equipment is already capable of meeting 

both MATS and MERA.
11

 We discuss first the facts that show there is no basis for Minnesota 

Power’s insistence that MATS compliance requires a major BEC4 retrofit, and second the BEC4 

operational scenarios Minnesota Power has already tested that could provide MERA compliance 

without the BEC4 Retrofit. 

MATS 

1. BEC4 already meets the emissions rates for acid gases that MATS 

requires. 

In response to Environmental Intervenors’ information request for Boswell emissions test 

data, it is apparent that current operations at BEC4 amply satisfy MATS requirements for 

emissions of acid gases. Actual test data for BEC4 shows that the unit emissions were 

substantially below the MATS Hydrochloric acid (“HCl”) standard, with an ample margin. See 

Exhibit 3 hereto. This is also true for the other BEC units for which test data is available.  In 

addition a review of the coal chlorine content data for Minnesota Power’s expected future coals
12

 

indicates that HCl emissions are expected to be similarly low in the future as well. Quite clearly, 

MATS does not require further reductions in BEC4 emissions of acid gases.
13

  

2. The most recent testing at BEC4 shows that it can meet the MATS limit 

for filterable particulate matter as well.
14

 

Minnesota Power’s Petition overstates BEC4’s actual PM emissions prior to applying the 

MATS rule that sets a 0.03 lbs/MMbtu standard for filterable PM emissions. This means that 

                                                 
11

 As discussed further herein, Minnesota Power has also failed to investigate lower cost methods to 

supplement its MATS and MERA pollutant reductions.  
12

 See MP Response to MCEA IR No. 23, included in Exhibit 1. 
13

 MATS allows a surrogate method for measuring acid gases through SO2 proxies. However, it is clear 

that there will be no need to use a surrogate approach in this case since MP can and has shown 

compliance with the HCl limit directly.  
14

 The MATS limit only applies to filterable particulate matter, i.e., that fraction of particulate that is 

captured on a Method 5 (or similar) filter.  It does not include particulate matter that is only formed upon 

condensation of precursor gases at lower temperatures (so-called “condensable” PM). 
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Minnesota Power overstated reductions in PM emissions that are necessary for BEC4 to reach 

MATS requirements. On the other hand, Minnesota Power understated or disregarded alternative 

and lower cost means by which BEC4 could meet the MATS particulate standard. 

 

Minnesota Power states in Table 7 of its Petition that its current baseline for BEC4 PM 

emissions is 0.06 lb/MMBtu.
15

  The most recent testing at BEC4, however, shows that BEC4 PM 

emissions rates are between 0.0352 and 0.0405 lb/MMBtu. In other words, the necessary BEC4 

reductions in PM to meet the MATS limit of 0.03 lb/MMBtu are much smaller than Minnesota 

Power maintains in the BEC4 Petition.
16

 

 

Moreover, the MATS rule allows site-wide averaging to establish compliance with the 

PM emissions limit, as discussed above. Using the approved calculation methods under MATS, 

and the test data Minnesota Power has completed for each of its four BEC units, it is clear that 

Minnesota Power  can easily rely upon current plant-wide particulate controls to achieve the 

small PM reductions that MATS requires. According to our expert’s calculations, Minnesota 

Power could meet the PM standard with a 22% compliance margin without the BEC4 Retrofit 

Project. See, Exhibit 3 to these comments. 

 

It should be noted also that, all of the above notwithstanding, Minnesota Power has not 

analyzed two additional approaches that might further reduce filterable PM emissions at BEC4 – 

which would also further lower the site-wide PM average and enhance the compliance margin 

for the MATS rule limit.  The first is exploring the option (or the ramifications) of using all four 

existing BEC4 scrubbers (as opposed to the usual current mode of operating three out of the four 

scrubbers and leaving the fourth one as spare).  Since excess scrubber capacity currently exists, 

the ability to use it should be fully fleshed out in the record.  The second is the option of 

lowering the bypass gas stream (which passes through a small electro-static precipitator) to less 

than 5%, which is the typical bypass amount.  Again, the record is silent as to the ramifications 

of this option.   

 

Finally, we note that the MATS limit is a 30-day rolling average limit and that, of course, 

provides additional flexibility, especially coupled with the site-wide averaging and the ability to 

use more scrubber capacity and less bypass. 

 

At a minimum, it is premature to justify the enormous expense associated with the BEC4 

Retrofit Project in order to meet MATS compliance. 

 

                                                 
15

 Petition, p. 37. 
16

  It is important to note that BEC4 has 4 venturi scrubbers, and only 3 were running during emissions 

testing. Although the presence of the fourth scrubber as a “spare” is how BEC4 is normally operated now, 

Minnesota Power did not consider the option of running all 4 venturi scrubbers at some level and the 

additional emissions reductions that that option could provide.   
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MERA 

 

3. Neither Does Minnesota Power Need A Project of The Scope or Expense 

Proposed in this Docket To Satisfy MERA Mercury Reduction 

Standards. 

 

Environmental Intervenors recognize that MERA – not MATS - is in the driver’s seat for 

mercury reductions at BEC4. MATS is not controlling for BEC4 mercury reductions because 

MERA’s 90 percent mercury reduction goal is more stringent.  Yet Minnesota Power’s massive 

and expensive BEC4 Retrofit Project scope is unnecessary to meet the Minnesota mercury 

reduction law. Quite simply, Minnesota Power has already tested low-cost mercury controls that 

can achieve the statutory goals without the BEC4 Retrofit’s significant capital investment. 

Minnesota Power’s Petition states that Mer-Cure and KNX Powdered Activated Carbon 

(“PAC”) injection system is a component of the BEC4 Retrofit Project. Petition, Exhibit 1, p. 22. 

It is apparent, however, that operating BEC4 with the Mer-Cure/KNX system is likely all that is 

required to meet MERA’s mercury reduction goals. In March 2012, Minnesota Power tested the 

Mer-Cure/KNX PAC carbon injection system at BEC4, with results in a range of 80 to 90 

percent mercury reduction with existing particulate controls and without an added fabric filter.
17

 

These tests show that mercury emissions as low as [TRADE SECRET BEGINS… 0.5 lb/TBtu 

…TRADE SECRET ENDS] were achieved at an injection rate of [TRADE SECRET 

BEGINS… 270 lb/hr ... TRADE SECRET ENDS]
18

 Although Mer-Cure PAC carbon injection 

rates were varied in this testing and can be adjusted lower or higher over a range of [TRADE 

SECRET BEGINS…150 lbs/hr to 270 lbs/hr… TRADE SECRET ENDS] Minnesota Power 

has stated that its projected injection rate is [TRADE SECRET BEGINS…210 lbs/hr… 

TRADE SECRET ENDS]. It is not clear why and how this “projected” rate was established.
19

 

                                                 
17

 While there are unanswered questions about the baseline for mercury emissions that PCA will establish 

to measure the pollutant reductions, in testing and in the Petition Minnesota Power used 2011 mercury 

emissions as the baseline from which to measure its projected mercury reductions. It should be kept in 

mind that since the MERA baseline has not yet been established, it is quite likely that a system-wide 

baseline for mercury will require less than 90% reduction of mercury at BEC4, given planned shutdown 

or repowering prior to the MERA compliance date of the Laskin and Taconite Harbor 3 coal plants. 
18

 See TRADE SECRET test data summary provided as a Trade Secret response to MCEA IR 21. 
19

 Minnesota Power mentions its concern that a higher Mer-Cure injection rates might have a negative 

impact on BEC4’s ability to meet its permitted opacity limits. Minnesota Power, however, appears not to 

have explored solutions to prevent opacity problems other than its proposal to spend $350 million on the 

BEC4 Retrofit Project.   For example, the various options discussed earlier for additional PM control – 

such as fully utilizing scrubbers, lowering bypass, and likely other optimization of the current control 

system can provide further opacity reductions.  Minnesota Power has an obligation to fully and 

thoroughly explore the lower-cost enhancement of existing controls before attempting to justify the BEC4 

Retrofit Project.  
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Clearly, its own tests show that at slightly higher PAC injection rates, greater mercury reductions 

– i.e., 90% reduction or 0.5 lb/Tbtu – can be achieved.
20

  

 

Further, MERA expressly allows Minnesota Power to rely on “supplemental units” to 

provide mercury reductions to supplement those technically feasible at a “targeted unit” such as 

BEC4. Minn. Stat. § 216B. 6851. Minnesota Power did not examine using supplemental units’ 

“over-compliance” with mercury reductions to reduce control costs and technology feasibility at 

BEC4, due to its “preference” not to do so. The Commission should require Minnesota Power to 

submit a complete record of compliance options before taking action in this docket.  

 

 Finally, the Commission should keep in mind that other mercury reductions are planned 

with Minnesota Power’s announcement to convert Laskin Energy Center to a gas peaking unit 

and to retire Taconite Harbor 3. Ceasing coal combustion at Laskin and Taconite Harbor 3 

reduces Minnesota Power’s system-wide mercury emissions by another 50-60 lbs per year. Even 

though Laskin and Taconite Harbor 3 are not “supplemental units” as MERA defines the term, 

the Commission should consider the environmental impact of those plant changes. 

  

C. Minnesota Power’s flawed assessment of BEC4’s present capabilities to meet 

MATS and MERA strongly suggests that those regulatory requirements are 

not the primary objectives of the BEC4 Retrofit Project. 

 

 Although Minnesota Power asserts that the BEC4 Retrofit Project is needed for MATS or 

MERA compliance, it appears that the opposite is true. Minnesota Power’s flawed assessment of 

BEC4’s present capabilities to meet MATS and MERA strongly suggests that those regulatory 

requirements are not the primary objectives of the BEC4 Retrofit Project. Environmental 

Intervenors submit that Minnesota Power’s proposal more likely relates to extending BEC4’s 

operating life until 2035 and/or to resolving EPA-identified violations of the Clean Air Act 

alleged to have taken place at the Boswell facility between the years 1981 and 2001. See, Exhibit 

No. 3. The standards under MERA were not established to consider twenty-year life extension 

projects for coal, nor to weigh the prudence of imposing on ratepayers hundreds of millions of 

dollars to make up for a utility’s prior environmental infractions. The Commission should not 

allow Minnesota Power to use this MERA proceeding for either purpose. 

  

  

                                                 
20

 Id. 
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III. The Record of PCA’s Review of the BEC4 Retrofit Project Strongly Indicates a 

Direct Link between the Proposal and Anticipated EPA settlement requirements 

to resolve the 2008 NOV. 

 

Minnesota Power refuses to provide information in this docket regarding corrective 

measures that may be included in a settlement with EPA to resolve the 2008 NOV. In fact, 

Minnesota Power states that no portion of its proposed retrofit is or should be allocated to 

settlement terms that may have been reached between EPA and the utility. See Exhibit 1 MP 

response to OAG R 102,105. Minnesota Power’s choice to shield information about, and 

disclaim any connection with, the scope of the proposed project and the EPA NOV leaves the 

Commission with a woefully incomplete record. Yet the potential link to a pending EPA 

enforcement action is relevant to stakeholders in this case. 

 

The Commission is charged with deciding whether the proposed project imposes 

excessive costs on ratepayers. Environmental Intervenors submit that costs to resolve the utility’s 

past conduct that ran afoul of the Clean Air Act – and the associated return to shareholders on 

such capital investments – would be an excessive cost burden on ratepayers. Minnesota Power 

“blames” MATS and MERA for the need to make an unprecedented level of investment that 

extends BEC4’s operating life another 20 years; however, this claim is neither supported by the 

actual MATS and MERA compliance requirements (discussed above), nor the statutory purpose 

of MERA.  

 

To evaluate the likelihood of the connection of the BEC4 to EPA negotiations of NOV 

settlement terms, Environmental Intervenors made a request to PCA on March 7, 2013 under the 

Minnesota Data Practices Act for all of its files concerning PCA’s analysis of the Boswell 4 

retrofit project.  That document review showed us that PCA’s recommendation in its final report 

to the Commission to investigate further the Minnesota Power’s emissions limits on SO2 (and 

consequently the proposed CDS scrubber investment) was, at best, restrained. Although the last 

paragraph of the PCA Report states that one of the benefits of the BEC4 project is “resolving 

environmental violations,” PCA states that it cannot describe the violations to which it refers.
21

  

The PCA document review confirms, however, that the record Minnesota Power has put before 

the Commission is anything but transparent, and prevents Commission review of relevant details.  

                                                 
21

 The PCA Report suggests that the Commission attempt to use other discovery means “to ensure this 

data is part of the record.” PCA Final Report, p. 27. The Office of the Attorney General and the DOC 

attempted to follow up with the PCA suggestion, submitting information requests to Minnesota Power. 

Minnesota Power provided extremely limited responses. See, for example, MP Response to OAG 102, 

105 included in Exhibit 1. 
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Despite the lack of transparency in the Commission record, certain documents and 

information in the PCA’s project review files allow the Commission to reasonably determine that 

the SO2 emissions rates (and the associated scrubber investment) for BEC4 are key to resolving 

EPA’s enforcement action against Minnesota Power. The most obvious evidence in the PCA 

record is a draft version of PCA’s report to the Commission that states the “proposed SO2 limit is 

intended to reflect BACT [Best Available Control Technology] level of performance – resolution 

of the alleged NSR violations involves installing pollution equipment that meets or exceeds 

present day BACT.” Exhibit 4. Indeed, PCA also considered including in its Report the 

statement “MP’s proposal is clearly a BACT proposal, and is considerably below existing permit 

limits for BEC4.” Jackson files FOIA 2/27/2013 Boswell 4 Upgrade Review, pg. 29. However, 

this sentence was also removed from the final report submitted to the Commission. 

  

Although Minnesota Power states at page 36 of its Petition that “BEC4 is not required to 

meet BACT,” that statement does not appear genuine. Indeed, it appears likely that EPA would – 

at least in part - require BEC4 to meet present day BACT for SO2.    

 

 In Environmental Intervenors’ view, it is a reasonable conclusion from the foregoing that 

the scope of the proposed BEC4 Retrofit Project is driven in large part (and expense) by 

Minnesota Power’s desire to fix in place cost recovery for its Clean Air Act “penance” to EPA. 

In any event, however, the Commission should not accept an attempt to wedge a 20 year life 

extension project into a mercury reduction proceeding; a life extension project docket demands a 

more rigorous record than Minnesota Power has provided on the costs and environmental effects 

of all of its alternative electric generation options. 

 

IV. Minnesota Power’s Consideration of Low Carbon Alternatives Is Inadequate 

 

Given that practical, lower cost options exist to comply with MERA and MATS, Minnesota 

Power’s alternatives analysis is insufficient.  The Petition considered the following three 

alternative paths:  

 Path a – the proposed BEC4 Project; 

 Path b – delaying the BEC4 Project by temporarily shutting down BEC4 and building a 

213 MW combustion turbine natural gas unit in the interim to help with replacement 

power; and 

 Path c – shutting down BEC4 in 2016 and replacing it natural gas-fired generation.
22

 

Each of the two alternatives to the proposed project assume that BEC4 cannot comply with 

MERA other than through the proposed retrofit, thereby necessitating a near-term shutdown of 

BEC4 to avoid non-compliance with regulatory requirements.
23

  In particular, Path b assumes 

                                                 
22

 Petition App. A at 6. 
23

 See discussion of alternatives in Petition App. A at 8-12. 
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market purchases for a period of 5 years, between 2016 and 2021, at an estimated cost of 

$43/MWh (energy) and $1/Mwh (capacity).  Path c assumes replacement in 2016 to avoid non-

compliance with MERA.  Since Minnesota Power can comply with MERA at far lower cost, it 

also has substantially more flexibility with regard to the timing of its transition to cleaner fuel 

alternatives, and this flexibility would impact the Petition’s alternatives cost analysis. 

The Petition’s alternatives analysis is defective because it fails to consider: 

 the financial impacts of the lower cost mercury control options presented herein; 

 the impact of re-fueling of Laskin 1 and 2 and closure of Taconite Harbor 3, as proposed 

in Minnesota Power’s IRP; the modeling assumes these units continue to run on coal;  

 the option of accelerating construction of a new combined cycle unit in the early 2020s to 

replace smaller coal units, which is proposed by the IRP;  

 the impacts of mid-range CO2 costs on the base case; and  

 increased use of renewable energy to meet customer demands. 

 We discuss some of the changes necessary to make Minnesota Power’s modeling more 

reflective of reality.   

 First, Laskin 1 & 2 and Taconite Harbor 3 must be properly modeled, i.e. retired or 

converted to peaking.  Second, the Company should size the CC slightly larger.  Since the 

Company already assumes it is purchasing a portion of the CC, it can simply increase that 

portion.  There is no reason to limit the size just so it is comparable to BEC 4.  The Company 

itself is forecasting a need for additional capacity in the years to come and additional energy 

from the CC could compare favorably to existing units, which must run more in the absence of 

more CC capacity. 

 In addition, the minimal cost differences between the alternatives proposed by Minnesota 

Power also indicate that the Commission should require a revision of the Petition’s alternatives 

analysis.  Petition App. A, Table 1, shows the present value cost differences over the 23 year 

study period, but does not express these differences in terms of percentages, nor does it estimate 

the average per-ratepayer impact of choosing a lower-carbon alternative on an annual or monthly 

basis.  The following table is based on Table 1, but it also shows the percent difference among 

the alternatives studied given various sensitivities.   
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Strategist PVRR power supply cost comparison 

The BEC4 Project vs. Natural Gas Resource Alternatives 

 

With the Energy Market Outlook 

*Power 

Supply 

Costs for the 

BEC4 

Project 

Alternative 

Change in Cost 

with 

the “Direct 

Replacement” 

Option 

Additional Cost 

(Less Cost) 

% 

Difference 

Change in Cost 

with 

the “Ownership 

Share” 

Replacement 

Option 

Additional Cost 

(Less Cost) 

% 

Difference 

Base $8,093,506 $373,160 4.61% $209,821 2.59% 

High Capital Cost $8,205,945 $406,793 4.96% $228,274 2.78% 

Low Capital Cost $7,981,068 $339,525 4.25% $191,371 2.40% 

CO2-$40 Start in 

2021 

$9,378,273 $89,498 0.95% ($58,624) -0.63% 

CO2-$0 $7,501,205 $480,026 6.40% $320,155 4.27% 

High Coal 

Forecast 

$8,615,016 $231,830 2.69% $67,212 0.78% 

Low Coal Forecast $7,668,684 $513,217 6.69% $349,724 4.56% 

High Externality 

Values 

$8,077,939 $407,188 5.04% $246,442 3.05% 

Low Externality 

Values 

$7,557,853 $477,724 6.32% $315,998 4.18% 

Plus 50% Natural 

Gas Forecast 

$8,183,541 $679,227 8.30% $530,343 6.48% 

Minus 50% 

Natural Gas 

Forecast 

$8,046,904 ($101,094) -1.26% ($292,355) -3.63% 

High Load 

Forecast 

$8,371,828 $359,524 4.29% $197,164 2.36% 

Low Load 

Forecast 

$6,944,126 $369,296 5.32% $206,258 2.97% 

Plus 50% 

Wholesale Mkt 

Forecast 

$8,573,016 $355,967 4.15% $153,475 1.79% 

Minus 50% 

Wholesale Mkt 

Forecast 

$7,572,637 $291,041 3.84% $152,997 2.02% 

DSM Alternative 

2 Combination 

$8,093,506 $362,640 4.48% $199,179 2.46% 

Stringent EPA $8,161,524 $305,142 3.74% $141,804 1.74% 

* Power supply costs modeled in Strategist for the 2012-2035 study period 

- Dollar amounts are shown in thousands and represent the present value of power supply cost is 2012 dollars over the study period 
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 As can be seen, the cost difference between Minnesota Power’s preferred coal option is 

not substantially different from cleaner alternatives.  However, the differences in costs in Table 1 

may be overstated, because the costs provided to Intervenors in response to their IR1, indicate 

that the cost differences may be lower than that provided in Appendix A. 

 Even assuming that Minnesota’s Power alternatives analysis is not defective, the 

difference between the proposed project and replacement with cleaner, lower carbon fuel sources 

is only 2.59%, and many of the sensitivities show similar or lower costs.   

 Finally, with regard to carbon costs, it appears that the Petition fails to include CO2 costs 

appropriately, because it considers only CO2 externality values and not regulatory costs within its 

base case.  At page 1 of Attachment 2 of Appendix A to the Petition, the Company states “the 

base forecasts utilized for market energy prices, market capacity prices, CO2 costs, and natural 

gas prices over the study period [include]: (a) Carbon cost range: $10/tonne starting in 2021 to 

$25/tonne in 2035…”  However, the CO2 externality values are the only CO2 costs shown in the 

Strategist outputs, with the exception of three sensitivities using the Commission’s low, mid and 

high CO2 cost range.  There are no CO2 regulatory costs in the base case or in twenty-one of the 

other scenarios modeled by the Company. 

 Given the unique risk posed by carbon dioxide regulation and the Commission’s 

emphasis on examining this risk, we believe a more prudent course of action would have been to 

conduct a matrix of runs similar to that made by Ottertail Power for purposes of its Baseload 

Diversification Study.  Conducting additional runs looking at a range of CO2 costs in addition to 

sensitivities on other base case variables would give a much more complete picture of the risks 

of the BEC 4 retrofit and its alternatives. 

 At present, the modeling done by Minnesota Power in support of its Petition to retrofit 

BEC 4 does not support moving forward with the project.  In fact, the modeling largely reflects a 

system the Company already knows will not be in place for the next twenty-two years (because it 

has decided to retire TH3 and repower Laskin) and one in which carbon regulation will have no 

impact.  This simply does not make sense and is in contravention to Commission orders 

regarding resource planning. 

  Given the deficiencies in Minnesota Power’s alternatives analysis and the small cost 

differences among the alternatives considered, the Commission must order Minnesota Power to 

re-analyze these cost differences and do so in light of the following factors: 

 the Commission’s standard of review under MERA, which requires that it consider 

“overall” health benefits, total costs, and customer rates  and then select an option whose 

costs are not “excessive;”
24

 and 

                                                 
24

 Minn. Stat. § 216B.686, Subd. 1(b), Subd. 4.   
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 the state’s clear policy preference for cleaner energy and its carbon emission reduction 

goals. 

Cost increases for cleaner energy of approximately 2-3% are not “excessive,” particularly when 

considered over the 23 year planning period and in light of the substantial future regulatory risk 

faced by coal power and the increasing impacts to Minnesota’s health and welfare caused by 

climate change.   

IV. CONCLUSION 

 

For the foregoing reasons Minnesota Power has failed to provide a record on which the 

Commission can take action to approve the BEC4 Retrofit Project.  

 

Dated: May 14, 2013 Respectfully submitted, 

 

/s/Elizabeth Goodpaster 

 

Elizabeth Goodpaster 

Minnesota Center for Environmental Advocacy 

26 E. Exchange Street, Ste. 206 

St. Paul, MN 55101 

(651) 287-4880 

 

Attorney for Izaak Walton League of America – 

Midwest Office, Fresh Energy, Sierra Club, 

and Minnesota Center for Environmental 

Advocacy 
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