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m COMMERCE
DEPARTMENT
Before the Minnesota Public Utilities Commission

PUBLIC Comments of the Minnesota Department of Commerce

Docket No. EO15/AA-24-64

. INTRODUCTION

On March 3, 2026, Minnesota Power (MP or the Company) filed its Annual Automatic Adjustment 2025
True-Up Report (Petition) of the Company’s Fuel and Purchased Energy (FPE) rates for calendar year
2025 with the Minnesota Public Utilities Commission (Commission). The Company submitted its
Petition? pursuant to the Commission’s Order? and the applicable reporting requirements provided for
in Minn. R. 7825.2800 to 7825.2840. MP requests the Commission approve the 2025 true-up for the
Company’s Forecasted Fuel and Purchased Energy rates and find the Company’s filing complies with
the applicable reporting requirements.

On November 8, 2024, the Commission authorized MP to implement its 2025 FPE forecast based on
forecasted sales of 8,997,900 MWh and forecasted fuel costs of $271,596,420.3

In the current Petition, the Company’s actual 2025 sales were 8,192,436 (8.95% lower than initially
forecasted) and actual fuel costs were $252,456,333 (5.22% lower than initially forecasted, and 7.05%
lower than the revised forecast).* MP proposes a net true-up charge of approximately $3.5 million to
be collected over a 12-month period beginning September 1, 2026, following Commission approval.®

1. PROCEDURAL BACKGROUND

May 1, 2024 Minnesota Power filed a petition requesting approval of its 2025 annual
automatic adjustment forecasted fuel and purchased energy rates.

November 8, 2024 The Commission filed an order approving Minnesota Power’s petition.
January 30, 2025 Minnesota Power filed a compliance filing requesting approval of an

adjustment to rates as a result of the settlement agreement in Docket
No. E0O15/GR-23-155, as well as a revised 2025 FCA Forecast calculation.

! Link to public version of Petition.

2 In the Matter of an Investigation into the Appropriateness of Continuing to Permit Electric Energy Cost Adjustments,
Minnesota Public Utilities Commission, Order, June 12, 2019, Docket No. E999/CI-03-802, (eDockets) 20196-153514-01.

3 In the Matter of Minnesota Power’s Petition for Approval of the Annual Forecast of Automatic Adjustment Charges for the
Period of January 2025 through December 2025, Minnesota Public Utilities Commission, Order, November 8, 2024, Docket
No. E015/AA-24-64, (eDockets) 202411-211817-01. (Note: Based on the Commission’s November 25, 2024 Order in Docket
No. E-15/GR-23-155, the Company is now allowed to request a true-up of its Reagent expenses and NOx charges in the
instant Petition, resulting in an updated forecasted total cost of fuel of $271,596,420, compared to the $266,372,540
original forecasted total cost of fuel. See Order at 6, settlement item 56. Also see MP’s January 30, 2025 Compliance Filing
for the revised 2025 FCA Forecast).

4 Petition, at 22-23.

5 Petition, at 2.
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March 3, 2026 Minnesota Power filed a Petition requesting approval of its 2025 annual
automatic adjustment true-up report of forecasted fuel and purchased
energy rates.

1l. DEPARTMENT ANALYSIS

The Department reviewed the Company’s Petition to determine (1) whether the Company’s actual
2025 energy costs were reasonable and prudent, (2) whether the Company correctly calculated the
2025 true-up for its FPE rates, and (3) whether the Petition complies with the reporting requirements
set forth in the applicable Minnesota Rules and Commission Orders. MP’s FPE and Fuel Clause
Adjustment (FCA) refer to essentially the same cost recovery mechanism and are used interchangeably
throughout the instant comments.

A. SUMMARY OF RECENT FUEL CLAUSE ADJUSTMENT REFORM

Minnesota Statutes § 216B.16, subd. 7 authorizes the Commission to allow a public utility to
automatically adjust charges for the cost of fuel. Prior to 2020, utilities would (1) adjust their FCA rates
monthly to reflect, on a per kWh basis, deviations from the base cost of energy established in the
utility’s most recent general rate case and (2) file monthly and annual reports to be reviewed for
accuracy and prudence.

In 2003, the Commission initiated an investigation to explore possible changes to the FCA and invited
stakeholders to comment on the purpose, structure, rationale, and relevance of the FCA. The
Commission’s Order approved certain reforms to the FCA mechanism.® Specifically, Order Point 1 of
the Order approved the Department’s FCA reform proposals as follows:

a. The Commission will set recovery of the electric utility’s fuel, power purchase agreement, and
other related costs (fuel rates) in a rate case or an annual fuel clause adjustment filing unless a
utility can show a significant unforeseen impact.

b. Each electric utility will publish the monthly fuel rates in advance of each year to give customers
notice of the next year’s monthly electric fuel rates.

c. The monthly fuel clause adjustment will not operate — each electric utility will charge an
approved monthly rate.

d. Each electric utility will be allowed to track any changes in S/MWh fuel clause costs that occur
over the year and there will be no carrying charge on the tracker.

6 In the Matter of an Investigation into the Appropriateness of Continuing to Permit Electric Energy Cost Adjustments,
Minnesota Public Utilities Commission, Order, December 19, 2017, Docket No. E999/CI-03-802, (eDockets) 202311-200374-01.
2
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e. Annually, each electric utility will report actual $/MWh fuel costs in each month by fuel type
(including identification of costs from specific power purchase agreements) and compare the
annual revenue based on the fuel rates set by the Commission with annual revenues based on
actual costs for the year. The emphasis is on the overall average actual S/MWh even if actual
monthly costs vary from expected monthly costs.

f.  Each electric utility will refund any over-collections and show the prudence of costs before recovering
under-collections. If annual revenues collected are higher than total actual costs, the utility must refund
the over-collection through a true-up mechanism. If annual revenues collected are lower than total
actual costs, the utility must show why it is reasonable to charge the higher costs (under collections) to
ratepayers through a true-up mechanism.

The Commission’s December 12, 2018 Order modified the FCA reform previously approved in the
Commission’s December 19, 2017 Order in the same docket. In particular, the December 12, 2018
Order:

e Established aJanuary 1, 2020 implementation date for the FCA reform.

e Required the utilities, following the implementation of the FCA reform,
to file an annual true-up by March 1 of each year following the relevant
calendar year.

e Discontinued the requirement for utilities to submit monthly
automatic adjustment filings.

e Granted the relevant utilities a variance to Minnesota Rule 7825.2600,
subpart 3, which requires the FCA to be applied to base recovery of fuel
costs on a monthly basis. Under the new FCA process, the monthly FCA
would be irrelevant, because, instead, the Commission would use an
annual forecast of fuel costs to adjust base rates annually.

The Commission’s June 12, 2019 Order in Docket No. E999/CI-03-802 provided additional details to
finalize the FCA reform. Specifically, the June 12, 2019 Order approved, among other things:

e Variances to Minnesota Rules 7825.2800 through 7825.2840 to
accommodate the new FCA process by modifying the filing deadlines
contained in these Rules.

e A procedural schedule, as shown in Appendix A of the Order.

e Athreshold of plus or minus 5 percent of all FCA costs and revenues to
determine whether an event qualifies as a significant, unforeseen
impact that may justify an adjustment to the approved fuel rates.
Utilities are permitted to implement revised rates following a 30-day
notice period, subject to a full refund, if no party objects to the revised
rates.
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e Tracking under or over-recovered FCA costs as regulatory assets or
liabilities, respectively, using FERC Account 182.3.

e Information requirements for the annual forecast and true-up filings
for all electric utilities, including the reporting requirement changes
outlined in Attachments 1, 2, and 3 of the March 1, 2019 joint
comments’ in Docket No. E999/CI-03-802 and the requirement that
the annual true-up filings include a complete analysis and discussion of
the consequences of self-commitment and self-scheduling of their
generators, including the annual difference between production costs
and corresponding prevailing market prices.

e Tariff changes reflected in Attachments 4, 5, and 6 of the March 1, 2019
joint comments® in Docket No. E999/CI-03-802.

The current Petition provides the true-up between the Company’s forecasted fuel and purchased
power cost recovery through its FPE and the actual corresponding fuel and purchased power costs
incurred by MP for the period of January 1 through December 31, 2025.

B. PURPOSE OF MINNESOTA POWER’S PETITION

In its Petition, MP: (1) demonstrated the Company’s fuel and purchased power costs for 2025 were
reasonable and prudent,® (2) requested Commission approval for a true-up of the under-recovered
$3.5 million in fuel costs to be collected over a 12-month period beginning September 1, 2026, after
Commission approval,i® and (3) requested Commission approval of the FCA true-up compliance
reporting required by Minn. R. 7825.2800 — 7825.2840 and applicable Commission orders.!! The
Department discusses each of these three areas in the following sections.

C. PRUDENCY AND REASONABLENESS OF MINNESOTA POWER’S ACTUAL
2025 FUEL AND PURCHASED POWER COSTS

Minnesota Power stated the primary driver impacting 2025 fuel and purchase power costs and the
resulting under collection was due to lower than forecasted company generation (which was replaced
by higher priced market purchases). The Company stated actual 2025 Locational Market Prices (LMP)
were approximately 20 percent higher than forecasted, about 59 percent higher than in 2024, which

7 Joint Comments of the Electric Utilities (Minnesota Power, Otter Tail Power and Xcel Energy) and Consumer Advocates
(Minnesota Department of Commerce — Division of Energy Resources, Minnesota Office of Attorney General — Residential
Utilities and Antitrust Division, Minnesota Chamber of Commerce, and Minnesota Large Industrial Group), Minnesota
Power, Joint Comments, March 1, 2019, (eDockets) 20193-150778-01, Attachment 1.

8 Joint Comments of the Electric Utilities (Minnesota Power, Otter Tail Power and Xcel Energy) and Consumer Advocates
(Minnesota Department of Commerce — Division of Energy Resources, Minnesota Office of Attorney General — Residential
Utilities and Antitrust Division, Minnesota Chamber of Commerce, and Minnesota Large Industrial Group), Minnesota
Power, Joint Comments, March 1, 2019, (eDockets) 20193-150778-01, Attachment 4.

° Petition, at 22-31.

10 petition, at 2.

11 petition, at 3-21.
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increased the MISO market purchase price. Additionally, MP stated actual wind and hydro generation
was below forecasted amounts, and were replaced by higher cost market purchases and company
generation which resulted in increased total costs for 2025. The Company stated under-collection was
compounded by a reduction in 2025’s actual sales (total sales declined by approximately 9 percent),
due to a decrease in Large Power mining sales. According to MP, total fuel costs were slightly under
forecasted, but on a S/MWh basis, actual fuel costs were 2 percent higher than forecasted, leading to
the under-collection.?

As noted in its Petition, MP’s total actual 2025 fuel clause sales were 9 percent under forecast, mainly
due to decreased Large Power Taconite sales and Paper and Pulp sales.'? Large Power Taconite sales
were more than 17 percent lower than forecast, which the Company explained was “due to an iron ore
industry slowdown due to poor market conditions within the steelmaking industry.”** Inter System
sales were 721,724 MWhs or 19.7 percent higher than forecast due to increased MISO Market prices
and Retail Loss of Load sales, though these sales are removed from fuel adjustment clause total sales
of electricity since they are non-FAC MWhs. %

MP saw higher Company owned actual generation costs of $135.56 million compared to its forecast of
$131.82 million, a $3.74 million or 2.84 percent increase. The Company provided several reasons for
this, noting that the increase was primarily due to a rise in Locational Market Prices (LMPs) at the
Laskin facility, as well as higher actual market prices than 2024, reducing generation activity (resulting
in facilities being cleared by MISO more frequently than forecasted) at the Company’s Laskin, Boswell,
and Hibbard facilities. MP also notes transmission outages and drought conditions in Canada also
drove higher priced generation being dispatched in the Company’s region.'®

MP’s actual market purchase costs of $64.47 million were 138.12 percent higher than its forecasted
$27.07 million'” because it purchased more energy from the market to cover load, due to decreased
company generation of wind and hydro.® Overall power market purchase costs were $20.07 million
above forecast due to these $37.39 million above-forecast market purchases, as well as counter party
purchases. MP said it made these purchases to cover load, which “can happen when generation is
lower than expected, load is high, market prices are lower than expected, or MP has generating units
off for outage.”?®

12 petition, at 22.

13 petition, at 23.

14 petition, Attachment 2, at 1.

15 petition, at 23.

16 petition, at 22 and Attachment 2, at 3.
17 petition, Attachment 2, at 7.

18 petition, Attachment 2, at 5.

19 petition, Attachment 2, at 5.
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The Department notes the Company’s actual MISO charges were $42.42 million, higher than its 2025
forecast of $39.30 million, or a 7.91 percent increase.?® As previously stated above, the lower priced
and less volatile MISO market seen in 2023-2024 flipped in 2025, resulting in higher MISO charges.?!

Minnesota Power stated participation in a 2025 study (together with neighboring utilities) by the Grid
North Partners group, which identified transmission solutions in the medium term, specifically
involving Grid Enhancing Technologies (GETs) to identify and address Minnesota congestion. The
Company also expects to see reduced congestion in the medium term, resulting from FERC Order 881
compliance, which the Commission ordered to take effect in July 2025. However, MP requested and
received a Commission extension for a final implementation date of no later than December 31, 2028.
This compliance filing will require transmission providers to use Ambient Adjusted Ratings, which use
actual ambient temperatures (rather than default seasonal temperature assumptions) to evaluate
near-term transmission service.?>2 MP currently has 19 transmission lines that have Ambient-Adjusted
ratings developed for real-time use in its operations.?3

In the longer term, MP expects reduced congestion due to the expansion and placing into service of
transmission projects such as the Long Range Transmission Plan and Northland Reliability Project
currently underway, though level of congestion and related costs are difficult to predict.?* MP and

American Transmission Company submitted a Certificate of Need and Route Permit with the Commission
for the Iron Range — St. Louis County — Arrowhead Transmission Line Project, to enhance gid reliability in
the Upper Midwest, and increase grid efficiency and regional transfer capability. The Company also
submitted a joint application with Otter Tail Power Company and Great River Energy for a Certificate of
Need to build the MISO-approved Maple River — Cuyuna Project with the Commission, to better support
regional transmission system reliability, and provide additional transmission capacity.?> The Department

notes these efforts will reduce congestion costs flowed through to customers via MISO charges, as well
as move the Company towards meeting the Minnesota Carbon Free Standard.

The following table summarizes and compares select energy sales and cost data relevant to MP’s 2025

FCA true-up:

Table 1: Comparison of Select Forecasted to Actual Data for MP’s 2025
Fuel Clause Adjustment True-up?2®

2025 Forecast Dollar Percentage
Data Description (A) 2025 Actual (B) Difference Difference

(B-A) (B-A)/A
MWh Sales Subject to FPE 8,997,900 8,192,436 -805,464 -8.95%
Total Cost of Fuel/Purchased Power $ 271,596,420 | $ 252,456,333 | $(19,140,087) -7.05%
Average Fuel/Purchased Power Cost perMWh | §$ 30.18 | $ 30.82 $ 0.64 2.12%

20 petition, at 22.

21 petition, at 24.

22 petition, at 28.

23 petition, at 27.

24 petition, at 29.

2 petition, at 29-30.

26 petition, Tables 1 & 2, at 22-23.
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Table 1 shows MP’s relevant 2025 MWh actual sales were approximately 9 percent lower than
forecasted and the Company’s total system actual fuel/purchased power costs recoverable through the
FPE for 2025 were about 7 percent lower than the 2025 forecast costs. Table 1 also shows the average
fuel and purchase power actual costs were about 2 percent higher than forecasted costs on a per MWh
basis.

The cost and offsetting credit/revenue components of the Company’s actual and forecasted 2025 Fuel

and purchased power costs recoverable through the FPE can be broken into several major categories,
as summarized in the following table:

Table 2: MP’s Forecasted and Actual 2025 Fuel and Purchased Power
Costs and Offsetting Credits/Revenues by Major Category?’

Fuel/?urchased Power Cost, 2025 Forecast (A) 2025 Actual (B) Dollar Difference T;;:;Z?f’:
Credit, or Revenue Category (B-A)
(B-A)/A

Plant Generation Costs $ 131,822,689 $ 135,562,244 | $ 3,739,555 2.84%
Plus: Purchased Power Costs $ 228,880,278 $ 245,300,420 $ 16,420,142 7.17%
Plus: MISO Charges $ 39,304,154 $ 42,415,048 $ 3,110,894 7.91%
Plus: Reagent Expenses $ 4,925,978 $ 4,927,028 $ 1,050 0.02%
Plus: NOx Charges $ - $ - $ - N/A
Less: MISO Schedule 16,17,&24 | $ (306,699) | $ (840,768) | $  (534,069) 174.13%
Less: Fuel Cost Recovered through | ¢ 155 433585 | § 176,631,581 | $ 44,197,996 33.37%
Inter System Sales
Less: Costs Related to Solar $ 2,597,139 $ 2,199,704 $ (397,435) -15.30%
Plus: Time of Generationand Solar | 4 387347 | $ 2,242,109 | $ 854,762 61.61%
Energy Adjustment
Initial Forecasted Cost of Fuel®® $ 266,372,540 | $ - $ - N/A
Significant Events Filing $ - $ - $ - N/A
Total Cost of Fuel $ 271,596,420 $ 252,456,333 $ (19,140,087) -7.05%
Total FPE or FCA Sales (MWh) $ 8,997,900 $ 8,192,436 $ (805,464) -8.95%
Average Cost of Fuel $ 30.18 $ 30.82 $ 0.64 2.12%

Table 2 shows MP’s actual 2025 plant generation and purchased power costs (the two largest

components of the total net fuel and purchased costs) were higher than forecasted at approximately 3
percent and 7 percent, respectively. The Company provided data in its Petition showing the average

27 petition, Table 1, at 22.

28 |n the Matter of Minnesota Power’s Petition for Approval of the Annual Forecast of Automatic Adjustment Charges for the
Period of January 2025 through December 2025, Minnesota Public Utilities Commission, Order, November 8, 2024, Docket
No. E015/AA-24-64, (eDockets) 202411-211817-01.

7
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MISO market price was forecasted to be [TRADE SECRET DATA HAS BEEN EXCISED] than forecasted.?’
Market purchase price per MWh was higher than forecasted due to actual MISO market prices coming
in at 20 percent above forecast. MP purchased more energy from the market to cover load due to a
decrease in (wind and hydro) generation, and decreased Boswell 3 generation due to planned and
unplanned outages.3° Boswell 4 was cleared at higher levels by MISO due to the higher than forecasted
market prices. MISO did not clear Boswell 3 or Hibbard as often, due to longer unplanned and planned
outages, and increase in fuel costs compared to forecast, respectively.3?

Table 3: MP Sales Reconciliation Difference between Forecasted and
Actual 2025 Sales3?

. %
2025 Sales (MWh) F;fl::?:’;d ACt“?éf‘ales D'f{;fi';ce Difference
(B-A)/A

Total Sales of Electricity 12,710,739 12,619,493 -91,246 -0.72%
Residential 1,040,641 1,014,950 -25,691 -2.47%
Commercial 1,202,801 1,157,055 -45,746 -3.80%
Large Power Taconite 4,190,960 3,462,018 -728,942 -17.39%
Large Power Paper and Pulp 601,791 566,135 -35,656 -5.92%
Large Power Pipeline 321,073 319,824 -1,249 -0.39%
Other Miscellaneous 318,858 315,888 -2,970 -0.93%
Municipals 1,378,882 1,406,168 27,286 1.98%
Inter System Sales 3,655,733 4,377,457 721,724 19.74%
Customer intersystem Sales 1,011,240 907,534 -103,706 -10.26%
Market Sales 2,640,408 3,107,070 466,662 17.67%
Station Service 4,085 4,833 748 18.31%
Sales due to Retail and Resale Loss of Load - 358,020 358,020 N/A
Less: Solar Generation & Purchases 57,106 49,601 -7,505 -13.14%
Total Fuel Clause Sales 8,997,900 8,192,436 -805,464 -8.95%

The Department notes that total actual customer sales decreased by approximately 91,246 MWhs, or
0.72 percent, under forecasted sales. MP stated this decrease was mainly due to decreased Large
Power Taconite and Paper and Pulp sales.3 Inter System sales, meanwhile, increased by 721,724
MWhs, or 19.7 percent, from forecasted sales mainly due to increased MISO market sales and Retail
Loss of Load sales. The Company also confirmed Inter System Sales and related costs are removed from
the Total Sales of Electricity as they are non-FAC MWhes.

2 petition, Table 4, at 24.

30 petition, Attachment 2, at 5.
31 petition, Attachment 2, at 3
32 petition, Table 2, at 23.

33 petition, at 23.
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The Company experienced lower sales than forecasted, but also higher MISO Charges, higher plant
generation costs, and higher purchased power costs in 2025. Total cost of fuel and purchased power
was 7.05 percent lower than forecasted in 2025. However, lower sales increased the average costs of
fuel charged to customers through the FPE to a 2.1 percent increase over forecasted costs.3* Based on
MP’s actual experience in 2025, the Department concludes it is reasonable that the Company’s actual
2025 fuel and purchased costs recoverable through the FPE were slightly more than those forecasted.
The Department notes that most of the reasons for increased actual fuel and purchase power costs
included increased energy market purchases, and lower wind and hydro generation, were mostly
beyond MP’s control, although continued cost controls and efficiency are important to keep fuel costs
reasonable. The Department recommends the Commission find MP’s actual 2025 fuel and purchased
power costs recoverable through the FCA were reasonable.

D. MP’S 2025 FUEL CLAUSE ADJUSTMENT TRUE-UP

In its Petition, MP requests a net true-up recovery of $3,468,780 in FCA under collections, attributed to
lower than forecasted company generation that was replaced by higher priced market purchases, with
recovery over a 12-month period effective September 1, 2026, following Commission approval.3®> The
true-up charge reflects total under-collection of $3,972,834 for 2025, plus $504,765 net
overcollection from its 2023 True-Up recovery in 2024 and 2025, and minus $711 small cancel rebill
adjustments in the General Ledger. See Table 4 below for a summary of the Company’s calculation:

Table 4: Over/(Under) Collection Calculation3’
2025 Actual Collections from Customers $ 206,422,619
Less: Actual Costs and Actual Sales $ 210,395,453

Plus: 2023 True-Up Recovery Under-

collection (2024)% $ (125,171)
Plus: 2023 True-Up Recovery

Overcollection (2025)% $ 629,936
Plus: Small cancel rebill adjustments in $ (711)

General Ledger

Remaining Under Collection = Net 2025
FCA True-Up Amount

$ (3,468,780)

The Department finds MP correctly calculated its 2025 FCA/FPE Rider under collection of $3,468,780.
The Department considers the Company’s proposal to recover the under collection from customers
effective over the 12 month period beginning September 1, 2026, following Commission approval to be
reasonable.

34 Instant comments, Table 2.

35 petition, at 2, and the Attachment 2 Live Excel Spreadsheet.
36 $206,422,619 - $210,395,453 = -$3,972,834.

37 petition, Attachment 2 Live Excel Spreadsheet.

38 Docket No. EO15/AA-22-216.

39 |bid.
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The Department notes that MP did not provide its proposed true-up factor and asks MP to provide its
2025 true-up factor and supporting calculations in its reply comments.

E.

COMPLIANCE WITH REPORTING REQUIREMENTS

The Department verified the instant Petition included the information required per the following:

e Minn. R. 7825.2800 — 7825.2840, as revised on pages 3 —4 and approved in Point 1 of the
Commission’s Order.4°

O

MP filed its Petition on March 3, 2026.

e Annual FCA true-up general reporting guidelines, as outlined on page 7 and approved in Point 5
of the Commission’s Order.**

@)
O

MP’s filing included a submittal letter.

MP’s filing included comparison of 2025 forecast and 2025 actual, including variances by
month*? of the following:

= retail fuel and purchased energy adjustment

= sales for 2025

= MISO costs

= unit outage information

MP’s filing included an explanation of why the forecasted rate differed from actual costs
and why it is reasonable to credit ratepayers the difference.*?

e Annual FCA true-up reporting compliance matrix specific to MP as shown in Attachment 1 of
the March 1, 2019 joint comments and approved in Point 7 of the Commission’s Order.**

O

MP’s filing included:

= Fuel & Energy Source Procurement and Energy Dispatching Policies, Petition pages 5
through 10.

= Independent Auditor’s Report, Attachment No. 1.

= Annual Report of Automatic Adjustment Charges, Attachment No. 2.

= Notice of Reports Availability, Attachment No. 10.

=  Monthly MISO Day 2 Charges and Allocation, Attachment No. 3.

= Annual and Daily Ancillary Services Market Charges and Summary, Attachment No. 6.

= Auction Revenue Rights (ARR) Process Information, Attachment No. 4.

= Generation Facilities Maintenance Expenses, Attachment No. 9.

40 In the Matter of an Investigation into the Appropriateness of Continuing to Permit Electric Energy Cost Adjustments,
Minnesota Public Utilities Commission, Order, June 12, 2019, Docket No. E999/CI-03-802, (eDockets) 20196-153514-01.
(MPUC Order in Docket No. E999/CI-03-802).

41 MPUC Order in Docket No. E999/CI-03-802.

42 petition, Attachment 2.

43 petition, at 22-31.

4 MPUC Order in Docket No. E999/CI-03-802.
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= Offsetting Revenues and/or Compensation Received by Investor-Owned Utilities,
Attachment No. 8.

= Plant Outage Reporting, Attachment No. 5.

=  Wind Curtailment Reporting, Attachment No. 7.

The Department notes Order Points 4 and 5 of Commission’s August 7, 2025 Order, in MP’s 2024 FCA
True-Up petition requires the Company to provide additional ARR/FTR information, as well as a list of
strategies considered and implemented to address congestion and curtailment of energy.*> The

Department expects this to be addressed in MP’s upcoming 2027 FCA Forecast filing on May 1, 2026.

E.1.  Maintenance Expenses of Generation Plants and Correlation to Incremental
Forced Outage Costs (In the Matter of the Review of the 2005 AAA of Charges for
all Electric Utilities, Docket No. E999/AA-06-1208)

The Commission required all electric utilities subject to automatic adjustment filing requirements,
except for Dakota Electric, to include in future annual automatic adjustment filings the actual expenses
pertaining to maintenance of generation plants, with a comparison to the generation maintenance
budget from the utility’s most recent rate case.*®

This requirement stems from the drastic increase in investor-owned utilities (IOUs) outage costs during
FYEO6 and FYEO7. When a plant experiences a forced outage, the utility must replace the megawatt
hours the plant would have produced if it had been operating, usually through wholesale market
purchases. The cost of those market purchases flows through the FCA directly to ratepayers. The high
outage costs incurred by investor-owned utilities in fiscal years 2006 and 2007 raised questions as to
whether the utilities were (1) maintaining plants appropriately to prevent forced outages, and (2)
spending as much on plant maintenance as they were charging to their customers in base rates. The
Commission agreed with the Department and the Large Power Intervenors that “utilities have a duty to
minimize unplanned facility outages through adequate maintenance and to minimize the costs of
scheduled outages through careful planning, prudent timing, and efficient completion of schedule
work” (Order 06-1208, p. 5).

The Department reviewed the Company’s approved and actual Minnesota jurisdiction generation
maintenance expenses for 2025 and found them reasonable. Steam power generation maintenance
actual expenses in 2025 exceeded amounts approved in rates, while hydraulic power generation
maintenance was approximately $0.6 million lower than amounts approved in rates. MP reports a new
FERC account 558 (per FERC Order 898) for the maintenance of wind and solar panels, structures,
equipment and plant, which was not in place in the last rate case. 4’ The Department will continue to
monitor the Company’s generation maintenance expenses in future filings, to ensure underspending

4 In the Matter of Minnesota Power’s Petition for Approval of Annual Automatic Adjustment Charges for the Period of
January 2024 through December 2024, Minnesota Public Utilities Commission, Order, August 7, 2025, Docket No. E015/AA-
23-180, (eDockets) 20258-221853-01.

4% In the Matter of the Review of the 2006 Annual Automatic Adjustment of Charges for All Electric and Gas Utilities,
Minnesota Public Utilities Commission, Order, February 6, 2008, Docket No. E999/AA-06-1208, (eDockets) 4928266.

47 petition, Attachment 9, at 2.
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on generation maintenance expenses does not result in increased outage costs passed on to the
ratepayers through the FPE.

The Department reviewed MP’s incremental forced outage costs for 2025 as reported on MP’s
Attachment No. 5. The Company’s incremental forced outage costs of $7,459,193 were higher than
their forecasted incremental forced outage costs of $3,452,777, largely due to unplanned outages with
the Company’s Boswell Unit 3 and Unit 4.

Boswell Unit 3 experienced bottom ash system pluggage in January 2025, and also damage to turbine
bearings #3 and #4. The Department reviewed MP’s explanations for plant outages as provided in the
supplement to attachment 5 — 2025 Unplanned Outages. The Company stated the bottom ash system
pluggage experienced in Boswell Unit 3 was due to multiple failures on its 3-1 conveyor chain, leading
to hopper overfilling and bridging. The Company stated the Boswell Unit 3 turbine bearing issues
experienced in mid-2025 were due to a loss of oil suction pressure when the turning gear oil pump was
shut off per standard procedure for that portion of the unit start-up, causing damage to the #4 bearing.
The Company identified failure in the motor suction pump running as intended, leading to the loss of
oil suction pressure. MP states after a planned outage in the fall of 2025, the #3 turbine bearing
temperature increased. The Company identified the #3 bearing damage was due to the #4 bearing
damage and Lube Oil Setpoint set too high at slow speeds. The Department requested further
information from the Company in Information Request #2.4 MP responded that the bearing damage
was not due to human error, but from a lack of oil pressure to the bearings during critical operation.
The Company states system design, monitoring, and change-management corrective actions have been
or are in progress to be implemented. In addition, the Lube Qil Setpoint is believed to be a possible
contributing factor, but MP confirmed the speeds were set in accordance with the turbine
manufacturer guidance, and corrective actions were implemented to run the turbine in accordance
with OEM guidance.

The Department notes two additional unplanned outages that attributed to a higher change in energy
cost, per the event log for Attachment 5, provided in the Company’s response to Information Request
#1.%° MP’s Boswell Unit 4 experienced thermal fatigue cracking in a superheat tube, resulting in a one
day unplanned outage in mid-February 2025. Boswell 4 also experienced a slag buildup in the reheat
section of the boiler, restricting airflow through the boiler and limiting safe operation, resulting in a
four day unplanned outage in late-December 2025. Both instances appear to be due to normal wear
and tear and result in short-term outages.

The Department found the Company’s explanations to be reasonable as true equipment failure. As a
result, the Department will accept MP’s forced outage costs for the 2025 true-up.

The Department concludes MP’s Petition complies with the applicable reporting requirements. The
Department recommends the Commission approve the compliance reporting portions of the
Company’s Petition.

8 Department Attachment 1.
4 Department Attachment 2.
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V. DEPARTMENT RECOMMENDATIONS

Based on our review, the Department concludes (1) MP’s actual fuel and purchased power costs for
2025 were reasonable and prudent, (2) MP correctly calculated its 2025 FCA/FPE Rider under collection
of $3,972,834, (3) MP correctly calculated its total 2023 over-collected amount of $504,765, included
in the 2025 FCA True-Up for a net total under-collection of $3,468,069, (4) MP to provide its 2025 true-
up factor and supporting calculations, and (5) MP’s Petition complies with the applicable reporting
requirements.

Therefore, the Department recommends the Commission take the following actions:

e Find MP’s actual 2025 fuel and purchased power costs recoverable through the FCA/FPE rider
were reasonable for 2025.

e Find MP correctly calculated its 2025 FCA/FPE Rider net under-collection of $3,468,069.

e Allow MN Power to collect $3,468,069 in the 12-month period, beginning September 1, 2026,
following approval by the Commission.

e Require MP to provide its 2025 true-up factor and supporting calculations in its reply
comments.

e Approve the compliance reporting portions of MP’s Petition.
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FY)) SOMMERCE Page 1 of 2
Y DEPARTMENT

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

Docket Number: E015/AA-24-64 CINonpublic XPublic
Requested From: Minnesota Power Date of Request: 3/25/2026
Type of Inquiry: Financial Response Due: 4/6/2026

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

Email Address(es): justin.taylor@state.mn.us

Phone Number(s): 651-539-1031

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: 2

Topic: Boswell Energy Center Units 3 & 4 — Unplanned Outage
Reference(s): Petition, Attachment 5, page 7 of 7

Request:

A. Please explain if the Boswell Unit 3 #3 bearing damage was due to human error.

B. Please explain how the Lube Oil Setpoint was set too high at slow speeds.

To be completed by responder

Response Date: 4/6/26

Response by: Amanda Kluge

Email Address: akluge@mnpower.com
Phone Number: 218-313-4412



mailto:Utility.Discovery@state.mn.us
mailto:akluge@mnpower.com

E015/AA-24-64
Department Attachment 1

YY) SOMMERCE Page 2 of 2
© DEPARTMENT
Minnesota Department of Commerce

85 7th Place East | Suite 280 | St. Paul, MN 55101
Information Request

Docket Number: E015/AA-24-64 CINonpublic XPublic
Requested From: Minnesota Power Date of Request: 3/25/2026
Type of Inquiry: Financial Response Due: 4/6/2026

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

Email Address(es): justin.taylor@state.mn.us

Phone Number(s): 651-539-1031

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.

Response:

A. Please explain if the Boswell Unit 3 #3 bearing damage was due to human error.

a. The Boswell Unit 3 #3 bearing damage was not attributable to human error. The bearing damage
resulted from a lack of oil pressure to the bearings during critical operation. The investigation
identified system design, monitoring, and change-management deficiencies as contributing
factors. Corrective actions have been implemented or are in progress to strengthen controls,
procedures, and safeguards to prevent recurrence.

B. Please explain how the Lube Oil Setpoint was set too high at slow speeds.

a. The lube oil temperature setpoint had been established in accordance with turbine manufacturer
guidance for high-speed operation. The internal review identified that the turbine manual
specifies different setpoints for high-speed and turning-gear (low-speed) operation, and the high-
speed setpoint had been applied during low-speed conditions. While this was not identified as the
direct cause of the bearing damage, it may have been a contributing factor. Corrective actions
were implemented to align the lube oil setpoint with turbine RPM in accordance with OEM
guidance and to require formal Management of Change review for future setpoint modifications.

To be completed by responder

Response Date: 4/6/26

Response by: Amanda Kluge

Email Address: akluge@mnpower.com
Phone Number: 218-313-4412
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Y DEPARTMENT

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

Docket Number: E015/AA-24-64 CINonpublic XPublic
Requested From: Minnesota Power Date of Request: 3/25/2026
Type of Inquiry: Financial Response Due: 4/6/2026

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

Email Address(es): justin.taylor@state.mn.us

Phone Number(s): 651-539-1031

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: 2025 Unplanned Outages
Reference(s): Petition, page 18 & Attachment 5
Request:

Please provide the unplanned outages and associated costs “event log” for Attachment 5, as stated to be included
in the initial filing on page 18.

To be completed by responder

Response Date: 4/6/2026

Response by: Amanda Kluge

Email Address: akluge@mnpower.com
Phone Number: 218-313-4412
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FY)) SOMMERCE Page 2 of 4
Y DEPARTMENT

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

Docket Number: E015/AA-24-64 CINonpublic XPublic
Requested From: Minnesota Power Date of Request: 3/25/2026
Type of Inquiry: Financial Response Due: 4/6/2026

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

Email Address(es): justin.taylor@state.mn.us

Phone Number(s): 651-539-1031

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.

Response:

The unplanned outages and associated costs “event log” for Attachment 5 can be found in Attachment 1 of this
information request.

To be completed by responder

Response Date: 4/6/2026

Response by: Amanda Kluge

Email Address: akluge@mnpower.com
Phone Number: 218-313-4412
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. : Start Date/Time of End Date/Time of o . ; Failure cause and steps taken to alleviate .
Unit Event Type Primary Reason for the Outage Actual Outage Actual Outage Description of Equipment Failure reOCCUITENnce Change in Energy
BEC 3 ngdf‘;g”:d Bottom Ash System Pluggage 1/6/25 11:42 11525 23:32  [SeeSubplement o Attachment 5 See Supplement to Attachment 5 $ 620,380
Inspected bearing, replaced wedges and
shoes, added saturated superheat and
. N . . |saturated reheat Turbine Trips both units.
BEC 4 Urg)pll?:n:d Generator Protection Trip on Turbine Due to Steam Quality 1/28/25 15:22 2/1/25 15:04 -I;:;ZT;: dv;:rglf: d:set;g?te:ollr]:gct’:ion Made revisions to U4 Carbon Control Screen| $ 216,868
9 9 9 P- |to avoid confusion on appropriate start-up
sequence. Added spare wedges and shoes
to warehouse inventory.
Unplanned Superheat tube thermal fatigue Tube sectioned out; inspection planned for
BEC 4 Outage Tube Leak Rear Superheat 2/18/25 23:18 2/19/25 21:10 cracking next outage to determine long-term repair | $ 635,351
) plan.
BEC 4 Unplanned Tube Leak Reheat 2/92/25 21:02 2/24/25 16:10 Reheat tube Ieak. caused by thermal Area was pad weldeq and will continue to $ 12,168
Outage fatigue. monitor.
Unplanned Superheat tube thermal fatigue Tube sectioned out; inspection planned for
BEC 4 Outage Tube Leak Rear Superheat 3/31/25 12:23 4/2/25 2:39 cracking next outage to determine long-term repair | $ 47,104
) plan.
Capacitors and surge arrestors were
removed, and the iso-phase duct was hi-pot
tested, confirming no active ground. The
generator was also tested, with resistance
During a strong storm, water ingress |values within expected ranges. The unit was
BEC 3 Unplanned Iso Phase Ground 4/28/25 15:58 5/2/25 23:34 into the iso-phase duct caused a returned to service without recurrence of the $ 150.689
Outage ' ' ground fault, resulting in an 87 relay [fault. The issue was attributed to water ’
trip. ingress, and the iso-phase duct was cleaned.
Transformer boots were temporarily
wrapped to limit water ingress, with
replacement planned for the next available
outage opportunity.
BEC 3 Unplanned Tube Leak Waterwall 5/3/25 11:35 5/4/25 11:24 Waterwall tube Igak due to thermal Area was pad welded and section . $ 17.712
Outage fatigue. replacement for next outage opportunity.
U4 developed an EHC leak and came Replaced two o-rings associated with the #3
BEC 4 Unplanned EHC Leak 5/15/25 16:53 5/16/25 14:28 offline due to due the volume of the |9°Vemor valve. EHC was returned to service | (3,640)
Outage leak and loss of storage tank level with no leaks. Valves will be overhauled in
"~ 12027.
Unplanned ) ) Superheat tube thermal fatigue .
BEC 3 Outage Tube Leak Superheat 5/20/25 12:49 5/22/25 23:56 cracking Area was pad welded and section replaced. | $ 74,101
Leak occurred at a high-pressure, high-
temperature flange. The gasket design likely
contributed to the failure under cycling
conditions. Replaced gasket and installed
Leak at the 6" flange in the piping to new studs/nuts as a precaution. Verified
BEC 3 Unplanned Desuperheat Spray Inlet Flange Leak 6/2/25 22:47 6/4/25 5:33 the superheater desuperheater spray umfor'r'n clamping forcg by stretching studs to $ 24,316
Outage water control valve 0.018" rather than relying on a torque or
impact tools. Future practice involves using
proven gasket style (without inner ring) and
maintained controlled stud tensioning to
ensure even load distribution.
BEC 3 Unplanned Tube Leak Waterwall 6/4/25 1850 6/6/25 9:46 Waterwall tube Igak due to thermal Area was pad welded and section . $ 147,182
Outage fatigue. replacement for next outage opportunity.
BEC 3 Unplanned Tube Leak Waterwall 6/11/25 17-51 6/13/25 755 Waterwall tube Igak due to thermal Area was pad welded and section . $ (315)
Outage fatigue. replacement for next outage opportunity.
BEC 3 Unplanned Tube Leak Waterwall 7/7/25 13:13 2/9/25 13:09 Waterwall tube Igak due to thermal Area was pad welded and section . $ 59,100
Outage fatigue. replacement for next outage opportunity.
A leak was found in tubing from the hot The tubing was replaced. The DA Heater
reheat line to the water lab sample leak was repaired. The cause of the leak
Unol d . | hile Unit 3 Iread was the tubing rubbing against a nearby
BEC 3 nopu?angn: Hot Reheat Sample Line Leak 7/16/25 14:18 7/20/25 0:57 operc:t%:rv:\i/thlz DEiA hg:tsefsr::ll ?/eak. piece of unitsrut. The replacgment tubing $ 83,881
The combined issues led to the unit [V@S routed away from the unitsrut.
shutdown.
The welds were repaired. One of the welds
leaked due to a wormhole which worked its
L ) way through the weld, the other weld leaked
BEC 3 Unplanned iler Circulati 7/31/25 21:23 8/1/25 18:26 Leakst'at thecljntjr? orosenre gauge |C1e fo missing the st pass. Consider $ 12,732
Outage 3C Boiler Circulating Water Pump Leak : : connec |or1 and the pressure g.auge having these welds made in the shop, or by ,
connection on the pump casing. e vendor so that these welds are not made
in the field.
Area was pad welded. Inspect during next
BEC 4 ngdf‘;g”:d Tube Leak Reheat 8/2/25 22:03 8/4/25 14:49 Reheat tube 'e;figjgsed bythermal 1available outage. $ (10,388)
Valve was disassembled and repaired.
Failure occurred due to breakage of Operational procedures have been revised
Unplanned : . . L based on failure mode analysis to better
BEC 4 Outage Deaerator Level Control Bypass Valve Repair 8/4/25 16:36 8/6/25 23:33 CrItI(f[a| mter:al val;/edf:cl)(mp(l)dnents protect this valve from wear induced failure $ 363,791
(stem, collar and disk guide). in the future.
4A bottom ash grinder plugged with Pluggage resulted from hardened slag
hardened slag, causing East bottom formation and shedding following the
ash hoppers to bridge with slag/ash. previous week's reheat leak outage and start-
Unplanned With no ability to remove bottom ash, |up. The unit was fully deslagged and
BEC 4 Oputa o Bottom Ash Plugging 8/10/25 18:49 8/12/25 7:20 the unit was taken offline to prevent hoppers were unplugged, cleaned, and $ 382,710
9 equipment damage. inspected. The 4A bottom ash grinder was
inspected, repaired, and tested to ensure it
was operable post pluggage.
Area was pad welded and tubes were
Unplanned Reheat tube leak caused by thermal
BEC 3 Oputage Tube Leak Reheat 8/16/25 21:54 8/18/25 21:08 fatigue y sectioned out during fall planned outage. $ 125,959
Area was pad welded and tube was
Unplanned Reheat tube leak caused by thermal
BEC 3 Oputage Tube Leak Reheat 8/31/25 9:10 9/2/25 6:04 fatigue. y sectioned out during planned fall outage. $ 85,244
Area was pad welded. Tube was sectioned
BEC 3 Ur(‘)pu'fa”g”:d Tube Leak Reheat 9/3/25 23:08 9/5/25 13:48 Reheat tube 'eg:igj;‘sed bythermal | | i during planned fall outage. $ (12,144)
Area was pad welded. UT corners during
Unplanned _ _ Waterwall tube leak due to thermal |maintenance outage and potential section-
BEC 3 Outage Tube Leak Waterwall 9/14/25 17:12 9/16/25 5:59 fatigue. out during longer planned outage. $ 109,632
Area was pad welded. UT corners during
maintenance outage and potential section-
BEC 3 Unplanned Tube Leak Waterwall 9/19/25 11:18 9/21/25 1:54 Waterwall tube leak due to thermal g P $ 237,159

Outage

fatigue.

out during longer planned outage.




E015/AA-24-64

Department Attachment 2

Page 4 of 4
The high pressure vacuum breaker |A temporary repair was performed until a
Unplanned solenoid leaked air, preventing it from |new style actuator less prone to failure can
BEC 4 Oputa e Low Vacuum Trip Due Bad Vacuum Breaker 10/2/25 20:02 10/3/25 22:38 holding the vacuum breaker valve |be installed during the spring outage. 250,222
9 closed. This resulted in a full-load
vacuum trip.
On 10/02/25, both main steam safety |The valve was repaired. The full load unit trip
valves and at least two of the six drum |caused the safety valves to lift as designed.
BEC 4 Unplanned Drum Safety Repair 10/28/25 23:51 10/30/25 23:06 safety valves lifted during a pressure 104,992
Outage excursion. All valves reseated
afterward, but the SE drum safety valve
leaked.
Unplanned External tube leak identified aftera |Area was pad welded. Tube leaks are a
BEC 3 Oputa o External Tube Leak 11/3/25 15:43 11/4/25 22:04 Master Fuel Trip caused by a Main  |known risk following hard unit trips. 42,593
9 Boiler Feed Pump frip.
BEC 3 ngdf‘;g”:d Number 3 and 4 Turbine Bearing Inspection 11/25/25 20:53 12/4/25 1:00  |°&&Supplementio Altachment 5 =ee Supplement io Adlachment S 1,144,571
Cleaning restored airflow, and operating
Unolanned Slag buildup in the reheat section of [limits were tightened so future slag buildup
BEC 4 Oputa e Boiler Deslag Outage 12/18/25 0:21 12/22/25 1:56 the boiler restricted airflow through the |can be addressed before it restricts airflow 652,472
9 boiler, limiting safe operation. enough to require another outage.
Area was pad welded. UT corners during
BEC 3 Unplanned Tube Leak Waterwall 12/22/25 12:02 12/23/25 20-53 Waterwall tube Igak due to thermal malnter.1ance outage and potential section- 132,517
Outage fatigue. out during longer planned outage.
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Sasha Bergman
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
St. Paul, Minnesota 55101-2147  





RE:	PUBLIC Comments of the Minnesota Department of Commerce

	Docket No.  E015/AA-24-64





Dear Ms. Bergman,



Attached are the PUBLIC comments of the Minnesota Department of Commerce (Department) in the following matter:

Petition of Minnesota Power for Approval of the Annual Automatic Adjustment True-Up Report of the Forecasted Fuel and Purchased Energy Rates for the Calendar Year 2025.

The Petition was filed by Minnesota Power on  March 3, 2026.



The Department recommends approval and is available to answer any questions the Minnesota Public Utilities Commission may have.





Sincerely,







/s/ Dr. SYDNIE LIEB                                                     

Assistant Commissioner of Regulatory Analysis   
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Before the Minnesota Public Utilities Commission

		

PUBLIC Comments of the Minnesota Department of Commerce



Docket No. E015/AA-24-64



[bookmark: _Toc174055957]INTRODUCTION 

On March 3, 2026, Minnesota Power (MP or the Company) filed its Annual Automatic Adjustment 2025 True-Up Report (Petition) of the Company’s Fuel and Purchased Energy (FPE) rates for calendar year 2025 with the Minnesota Public Utilities Commission (Commission). The Company submitted its Petition[footnoteRef:2] pursuant to the Commission’s Order[footnoteRef:3] and the applicable reporting requirements provided for in Minn. R. 7825.2800 to 7825.2840. MP requests the Commission approve the 2025 true-up for the Company’s Forecasted Fuel and Purchased Energy rates and find the Company’s filing complies with the applicable reporting requirements. [2:  Link to public version of Petition.]  [3:  In the Matter of an Investigation into the Appropriateness of Continuing to Permit Electric Energy Cost Adjustments,
Minnesota Public Utilities Commission, Order, June 12, 2019, Docket No. E999/CI-03-802, (eDockets) 20196-153514-01.] 




On November 8, 2024, the Commission authorized MP to implement its 2025 FPE forecast based on forecasted sales of 8,997,900 MWh and forecasted fuel costs of $271,596,420.[footnoteRef:4] [4:  In the Matter of Minnesota Power’s Petition for Approval of the Annual Forecast of Automatic Adjustment Charges for the
Period of January 2025 through December 2025, Minnesota Public Utilities Commission, Order, November 8, 2024, Docket
No. E015/AA-24-64, (eDockets) 202411-211817-01. (Note: Based on the Commission’s November 25, 2024 Order in Docket No. E-15/GR-23-155, the Company is now allowed to request a true-up of its Reagent expenses and NOx charges in the instant Petition, resulting in an updated forecasted total cost of fuel of $271,596,420, compared to the $266,372,540 original forecasted total cost of fuel.  See Order at 6, settlement item 56. Also see MP’s January 30, 2025 Compliance Filing for the revised 2025 FCA Forecast).] 




In the current Petition, the Company’s actual 2025 sales were 8,192,436 (8.95% lower than initially forecasted) and actual fuel costs were $252,456,333 (5.22% lower than initially forecasted, and 7.05% lower than the revised forecast).[footnoteRef:5] MP proposes a net true-up charge of approximately $3.5 million to be collected over a 12-month period beginning September 1, 2026,  following Commission approval.[footnoteRef:6] [5:  Petition, at 22-23.]  [6:  Petition, at 2.] 


[bookmark: _Toc174055958]PROCEDURAL BACKGROUND  

		May 1, 2024

		Minnesota Power filed a petition requesting approval of its 2025 annual automatic adjustment forecasted fuel and purchased energy rates.





		November 8, 2024

		The Commission filed an order approving Minnesota Power’s petition.





		January 30, 2025



		Minnesota Power filed a compliance filing requesting approval of an adjustment to rates as a result of the settlement agreement in Docket No. E015/GR-23-155, as well as a revised 2025 FCA Forecast calculation.





		March 3, 2026

		Minnesota Power filed a Petition requesting approval of its 2025 annual automatic adjustment true-up report of forecasted fuel and purchased energy rates.







Department analysis 

The Department reviewed the Company’s Petition to determine (1) whether the Company’s actual 2025 energy costs were reasonable and prudent, (2) whether the Company correctly calculated the 2025 true-up for its FPE rates, and (3) whether the Petition complies with the reporting requirements set forth in the applicable Minnesota Rules and Commission Orders. MP’s FPE and Fuel Clause Adjustment (FCA) refer to essentially the same cost recovery mechanism and are used interchangeably throughout the instant comments.

summary of recent fuel clause adjustment reform

Minnesota Statutes § 216B.16, subd. 7 authorizes the Commission to allow a public utility to automatically adjust charges for the cost of fuel. Prior to 2020, utilities would (1) adjust their FCA rates monthly to reflect, on a per kWh basis, deviations from the base cost of energy established in the utility’s most recent general rate case and (2) file monthly and annual reports to be reviewed for accuracy and prudence.



In 2003, the Commission initiated an investigation to explore possible changes to the FCA and invited stakeholders to comment on the purpose, structure, rationale, and relevance of the FCA. The Commission’s Order approved certain reforms to the FCA mechanism.[footnoteRef:7] Specifically, Order Point 1 of the Order approved the Department’s FCA reform proposals as follows: [7:  In the Matter of an Investigation into the Appropriateness of Continuing to Permit Electric Energy Cost Adjustments,
Minnesota Public Utilities Commission, Order, December 19, 2017, Docket No. E999/CI-03-802, (eDockets) 202311-200374-01.] 


a. The Commission will set recovery of the electric utility’s fuel, power purchase agreement, and other related costs (fuel rates) in a rate case or an annual fuel clause adjustment filing unless a utility can show a significant unforeseen impact.

b. Each electric utility will publish the monthly fuel rates in advance of each year to give customers notice of the next year’s monthly electric fuel rates.

c. The monthly fuel clause adjustment will not operate – each electric utility will charge an approved monthly rate.

d. Each electric utility will be allowed to track any changes in $/MWh fuel clause costs that occur over the year and there will be no carrying charge on the tracker.



e. Annually, each electric utility will report actual $/MWh fuel costs in each month by fuel type (including identification of costs from specific power purchase agreements) and compare the annual revenue based on the fuel rates set by the Commission with annual revenues based on actual costs for the year. The emphasis is on the overall average actual $/MWh even if actual monthly costs vary from expected monthly costs.

f. Each electric utility will refund any over-collections and show the prudence of costs before recovering under-collections. If annual revenues collected are higher than total actual costs, the utility must refund the over-collection through a true-up mechanism. If annual revenues collected are lower than total actual costs, the utility must show why it is reasonable to charge the higher costs (under collections) to ratepayers through a true-up mechanism.



The Commission’s December 12, 2018 Order modified the FCA reform previously approved in the Commission’s December 19, 2017 Order in the same docket. In particular, the December 12, 2018 Order:



· Established a January 1, 2020 implementation date for the FCA reform.

· Required the utilities, following the implementation of the FCA reform, to file an annual true-up by March 1 of each year following the relevant calendar year.

· Discontinued the requirement for utilities to submit monthly automatic adjustment filings.

· Granted the relevant utilities a variance to Minnesota Rule 7825.2600, subpart 3, which requires the FCA to be applied to base recovery of fuel costs on a monthly basis. Under the new FCA process, the monthly FCA would be irrelevant, because, instead, the Commission would use an annual forecast of fuel costs to adjust base rates annually.



The Commission’s June 12, 2019 Order in Docket No. E999/CI-03-802 provided additional details to

finalize the FCA reform. Specifically, the June 12, 2019 Order approved, among other things:



· Variances to Minnesota Rules 7825.2800 through 7825.2840 to accommodate the new FCA process by modifying the filing deadlines contained in these Rules.

· A procedural schedule, as shown in Appendix A of the Order.

· A threshold of plus or minus 5 percent of all FCA costs and revenues to determine whether an event qualifies as a significant, unforeseen impact that may justify an adjustment to the approved fuel rates. Utilities are permitted to implement revised rates following a 30-day notice period, subject to a full refund, if no party objects to the revised rates.

· Tracking under or over-recovered FCA costs as regulatory assets or liabilities, respectively, using FERC Account 182.3.

· Information requirements for the annual forecast and true-up filings for all electric utilities, including the reporting requirement changes outlined in Attachments 1, 2, and 3 of the March 1, 2019 joint comments[footnoteRef:8] in Docket No. E999/CI-03-802 and the requirement that the annual true-up filings include a complete analysis and discussion of the consequences of self-commitment and self-scheduling of their generators, including the annual difference between production costs and corresponding prevailing market prices. [8:  Joint Comments of the Electric Utilities (Minnesota Power, Otter Tail Power and Xcel Energy) and Consumer Advocates
(Minnesota Department of Commerce – Division of Energy Resources, Minnesota Office of Attorney General – Residential
Utilities and Antitrust Division, Minnesota Chamber of Commerce, and Minnesota Large Industrial Group), Minnesota
Power, Joint Comments, March 1, 2019, (eDockets) 20193-150778-01, Attachment 1.] 


· Tariff changes reflected in Attachments 4, 5, and 6 of the March 1, 2019 joint comments[footnoteRef:9] in Docket No. E999/CI-03-802. [9:  Joint Comments of the Electric Utilities (Minnesota Power, Otter Tail Power and Xcel Energy) and Consumer Advocates
(Minnesota Department of Commerce – Division of Energy Resources, Minnesota Office of Attorney General – Residential
Utilities and Antitrust Division, Minnesota Chamber of Commerce, and Minnesota Large Industrial Group), Minnesota
Power, Joint Comments, March 1, 2019, (eDockets) 20193-150778-01, Attachment 4.] 




The current Petition provides the true-up between the Company’s forecasted fuel and purchased power cost recovery through its FPE and the actual corresponding fuel and purchased power costs incurred by MP for the period of January 1 through December 31, 2025.

purpose of minnesota Power’s petition

In its Petition, MP: (1) demonstrated the Company’s fuel and purchased power costs for 2025 were reasonable and prudent,[footnoteRef:10] (2) requested Commission approval for a true-up of the under-recovered $3.5 million in fuel costs to be collected over a 12-month period beginning September 1, 2026, after Commission approval,[footnoteRef:11] and (3) requested Commission approval of the FCA true-up compliance reporting required by Minn. R. 7825.2800 – 7825.2840 and applicable Commission orders.[footnoteRef:12] The Department discusses each of these three areas in the following sections. [10:  Petition, at 22-31.]  [11:  Petition, at 2.]  [12:  Petition, at 3-21.] 


Prudency and reasonableness of minnesota power’s Actual 2025 fuel and purchased power costs

Minnesota Power stated the primary driver impacting 2025 fuel and purchase power costs and the resulting under collection was due to lower than forecasted company generation (which was replaced by higher priced market purchases). The Company stated actual 2025 Locational Market Prices (LMP) were approximately 20 percent higher than forecasted, about 59 percent higher than in 2024, which increased the MISO market purchase price. Additionally, MP stated actual wind and hydro generation was below forecasted amounts, and were replaced by higher cost market purchases and company generation which resulted in increased total costs for 2025.  The Company stated under-collection was compounded by a reduction in 2025’s actual sales (total sales declined by approximately 9 percent), due to a decrease in Large Power mining sales.  According to MP, total fuel costs were slightly under forecasted, but on a $/MWh basis, actual fuel costs were 2 percent higher than forecasted, leading to the under-collection.[footnoteRef:13] [13:  Petition, at 22.] 




As noted in its Petition, MP’s total actual 2025 fuel clause sales were 9 percent under forecast, mainly due to decreased Large Power Taconite sales and Paper and Pulp sales.[footnoteRef:14] Large Power Taconite sales were more than 17 percent lower than forecast, which the Company explained was “due to an iron ore industry slowdown due to poor market conditions within the steelmaking industry.”[footnoteRef:15] Inter System sales were 721,724 MWhs or 19.7 percent higher than forecast due to increased MISO Market prices and Retail Loss of Load sales, though these sales are removed from fuel adjustment clause total sales of electricity since they are non-FAC MWhs.[footnoteRef:16] [14:  Petition, at 23.]  [15:  Petition, Attachment 2, at 1.]  [16:  Petition, at 23.] 




MP saw higher Company owned actual generation costs of $135.56 million compared to its forecast of $131.82 million, a $3.74 million or 2.84 percent increase. The Company provided several reasons for this, noting that the increase was primarily due to a rise in Locational Market Prices (LMPs) at the Laskin facility, as well as higher actual market prices than 2024, reducing generation activity (resulting in facilities being cleared by MISO more frequently than forecasted) at the Company’s Laskin, Boswell, and Hibbard facilities.  MP also notes transmission outages and drought conditions in Canada also drove higher priced generation being dispatched in the Company’s region.[footnoteRef:17]  [17:  Petition, at 22 and Attachment 2, at 3.] 




MP’s actual market purchase costs of $64.47 million were 138.12 percent higher than its forecasted $27.07 million[footnoteRef:18] because it purchased more energy from the market to cover load, due to decreased company generation of wind and hydro.[footnoteRef:19] Overall power market purchase costs were $20.07 million above forecast due to these $37.39 million above-forecast market purchases, as well as counter party purchases. MP said it made these purchases to cover load, which “can happen when generation is lower than expected, load is high, market prices are lower than expected, or MP has generating units off for outage.”[footnoteRef:20]
 [18:  Petition, Attachment 2, at 7.]  [19:  Petition, Attachment 2, at 5.]  [20:  Petition, Attachment 2, at 5.] 


The Department notes the Company’s actual MISO charges were $42.42 million, higher than its 2025 forecast of $39.30 million, or a 7.91 percent increase.[footnoteRef:21] As previously stated above, the lower priced and less volatile MISO market seen in 2023-2024 flipped in 2025, resulting in higher MISO charges.[footnoteRef:22] [21:  Petition, at 22.]  [22:  Petition, at 24.] 




Minnesota Power stated participation in a 2025 study (together with neighboring utilities) by the Grid North Partners group, which identified transmission solutions in the medium term, specifically involving Grid Enhancing Technologies (GETs) to identify and address Minnesota congestion. The Company also expects to see reduced congestion in the medium term, resulting from FERC Order 881 compliance, which the Commission ordered to take effect in July 2025. However, MP requested and received a Commission extension for a final implementation date of no later than December 31, 2028. This compliance filing will require transmission providers to use Ambient Adjusted Ratings, which use actual ambient temperatures (rather than default seasonal temperature assumptions) to evaluate near-term transmission service.[footnoteRef:23] MP currently has 19 transmission lines that have Ambient-Adjusted ratings developed for real-time use in its operations.[footnoteRef:24] [23:  Petition, at 28.]  [24:  Petition, at 27.] 




In the longer term, MP expects reduced congestion due to the expansion and placing into service of transmission projects such as the Long Range Transmission Plan and Northland Reliability Project currently underway, though level of congestion and related costs are difficult to predict.[footnoteRef:25] MP and American Transmission Company submitted a Certificate of Need and Route Permit with the Commission for the Iron Range – St. Louis County – Arrowhead Transmission Line Project, to enhance gid reliability in the Upper Midwest, and increase grid efficiency and regional transfer capability.  The Company also submitted a joint application with Otter Tail Power Company and Great River Energy  for a Certificate of Need to build the MISO-approved Maple River – Cuyuna Project with the Commission, to better support regional transmission system reliability, and provide additional transmission capacity.[footnoteRef:26] The Department notes these efforts will reduce congestion costs flowed through to customers via MISO charges, as well as move the Company towards meeting the Minnesota Carbon Free Standard. [25:  Petition, at 29.]  [26:  Petition, at 29-30.] 




The following table summarizes and compares select energy sales and cost data relevant to MP’s 2025 FCA true-up:

Table 1: Comparison of Select Forecasted to Actual Data for MP’s 2025 Fuel Clause Adjustment True-up[footnoteRef:27] [27:  Petition, Tables 1 & 2, at 22-23.] 


		Data Description

		2025 Forecast (A)

		2025 Actual (B)

		Dollar Difference     (B-A)

		Percentage Difference (B-A)/A



		MWh Sales Subject to FPE

		8,997,900

		8,192,436

		-805,464

		-8.95%



		Total Cost of Fuel/Purchased Power

		$  271,596,420

		$        252,456,333

		$ (19,140,087)

		-7.05%



		Average Fuel/Purchased Power Cost per MWh

		$               30.18

		$                     30.82

		$                 0.64

		2.12%





Table 1 shows MP’s relevant 2025 MWh actual sales were approximately 9 percent lower than forecasted and the Company’s total system actual fuel/purchased power costs recoverable through the FPE for 2025 were about 7 percent lower than the 2025 forecast costs. Table 1 also shows the average fuel and purchase power actual costs were about 2 percent higher than forecasted costs on a per MWh basis.



The cost and offsetting credit/revenue components of the Company’s actual and forecasted 2025 Fuel and purchased power costs recoverable through the FPE can be broken into several major categories, as summarized in the following table:



Table 2: MP’s Forecasted and Actual 2025 Fuel and Purchased Power Costs and Offsetting Credits/Revenues by Major Category[footnoteRef:28] [28:  Petition, Table 1, at 22.] 


		Fuel/Purchased Power Cost, Credit, or Revenue Category

		2025 Forecast (A)

		2025 Actual (B)

		Dollar Difference     (B-A)

		Percentage Difference (B-A)/A



		Plant Generation Costs

		 $        131,822,689 

		 $       135,562,244 

		 $        3,739,555 

		2.84%



		Plus: Purchased Power Costs

		 $        228,880,278 

		 $       245,300,420 

		 $     16,420,142 

		7.17%



		Plus: MISO Charges

		 $          39,304,154 

		 $         42,415,048 

		 $        3,110,894 

		7.91%



		Plus: Reagent Expenses

		 $             4,925,978 

		 $           4,927,028 

		 $                1,050 

		0.02%



		Plus: NOx Charges

		 $                            -   

		 $                           -   

		 $                       -   

		N/A



		Less: MISO Schedule 16, 17, & 24

		 $              (306,699)

		 $             (840,768)

		 $         (534,069)

		174.13%



		Less: Fuel Cost Recovered through Inter System Sales

		 $        132,433,585 

		 $       176,631,581 

		 $     44,197,996 

		33.37%



		Less: Costs Related to Solar

		 $             2,597,139 

		 $           2,199,704 

		 $         (397,435)

		-15.30%



		Plus: Time of Generation and Solar Energy Adjustment

		 $             1,387,347 

		 $           2,242,109 

		 $           854,762 

		61.61%



		Initial Forecasted Cost of Fuel[footnoteRef:29] [29:  In the Matter of Minnesota Power’s Petition for Approval of the Annual Forecast of Automatic Adjustment Charges for the
Period of January 2025 through December 2025, Minnesota Public Utilities Commission, Order, November 8, 2024, Docket No. E015/AA-24-64, (eDockets) 202411-211817-01.] 


		 $        266,372,540 

		 $                           -   

		 $                       -   

		N/A



		Significant Events Filing

		 $                            -   

		 $                           -   

		 $                       -   

		N/A



		Total Cost of Fuel

		 $        271,596,420 

		 $       252,456,333 

		 $   (19,140,087)

		-7.05%



		Total FPE or FCA Sales (MWh)

		 $             8,997,900 

		 $           8,192,436 

		 $         (805,464)

		-8.95%



		Average Cost of Fuel

		 $                     30.18 

		 $                    30.82 

		 $                  0.64 

		2.12%







Table 2 shows MP’s actual 2025 plant generation and purchased power costs (the two largest components of the total net fuel and purchased costs) were higher than forecasted at approximately 3 percent and 7 percent, respectively. The Company provided data in its Petition showing the average MISO market price was forecasted to be [TRADE SECRET DATA HAS BEEN EXCISED] than forecasted.[footnoteRef:30] Market purchase price per MWh was higher than forecasted due to actual MISO market prices coming in at 20 percent above forecast. MP purchased more energy from the market to cover load due to a decrease in (wind and hydro) generation, and decreased Boswell 3 generation due to planned and unplanned outages.[footnoteRef:31] Boswell 4 was cleared at higher levels by MISO due to the higher than forecasted market prices.  MISO did not clear Boswell 3 or Hibbard as often, due to longer unplanned and planned outages, and increase in fuel costs compared to forecast, respectively.[footnoteRef:32] [30:  Petition, Table 4, at 24.]  [31:  Petition, Attachment 2, at 5.]  [32:  Petition, Attachment 2, at 3] 




Table 3: MP Sales Reconciliation Difference between Forecasted and Actual 2025 Sales[footnoteRef:33] [33:  Petition, Table 2, at 23.] 


		2025 Sales (MWh)

		Forecasted Sales (A)

		Actual Sales (B)

		Difference   (B-A)

		% Difference  (B-A)/A



		Total Sales of Electricity

		12,710,739

		12,619,493

		-91,246

		-0.72%



		    Residential

		1,040,641

		1,014,950

		-25,691

		-2.47%



		    Commercial

		1,202,801

		1,157,055

		-45,746

		-3.80%



		    Large Power Taconite

		4,190,960

		3,462,018

		-728,942

		-17.39%



		    Large Power Paper and Pulp

		601,791

		566,135

		-35,656

		-5.92%



		    Large Power Pipeline

		321,073

		319,824

		-1,249

		-0.39%



		    Other Miscellaneous

		318,858

		315,888

		-2,970

		-0.93%



		    Municipals

		1,378,882

		1,406,168

		27,286

		1.98%



		Inter System Sales

		3,655,733

		4,377,457

		721,724

		19.74%



		    Customer intersystem Sales

		1,011,240

		907,534

		-103,706

		-10.26%



		    Market Sales

		2,640,408

		3,107,070

		466,662

		17.67%



		    Station Service

		4,085

		4,833

		748

		18.31%



		    Sales due to Retail and Resale Loss of Load

		     -     

		358,020

		358,020

		N/A



		Less: Solar Generation & Purchases

		57,106

		49,601

		-7,505

		-13.14%



		Total Fuel Clause Sales

		8,997,900

		8,192,436

		-805,464

		-8.95%







The Department notes that total actual customer sales decreased by approximately 91,246 MWhs, or 0.72 percent, under forecasted sales. MP stated this decrease was mainly due to decreased Large Power Taconite and Paper and Pulp sales.[footnoteRef:34] Inter System sales, meanwhile, increased by 721,724 MWhs, or 19.7 percent, from forecasted sales mainly due to increased MISO market sales and Retail Loss of Load sales. The Company also confirmed Inter System Sales and related costs are removed from the Total Sales of Electricity as they are non-FAC MWhs. [34:  Petition, at 23.] 




The Company experienced lower sales than forecasted, but also higher MISO Charges, higher plant generation costs, and higher purchased power costs in 2025. Total cost of fuel and purchased power was 7.05 percent lower than forecasted in 2025. However, lower sales increased the average costs of fuel charged to customers through the FPE to a 2.1 percent increase over forecasted costs.[footnoteRef:35] Based on MP’s actual experience in 2025, the Department concludes it is reasonable that the Company’s actual 2025 fuel and purchased costs recoverable through the FPE were slightly more than those forecasted. The Department notes that most of the reasons for increased actual fuel and purchase power costs included increased energy market purchases, and lower wind and hydro generation, were mostly beyond MP’s control, although continued cost controls and efficiency are important to keep fuel costs reasonable. The Department recommends the Commission find MP’s actual 2025 fuel and purchased power costs recoverable through the FCA were reasonable. [35:  Instant comments, Table 2.] 


mp’s 2025 fuel clause adjustment true-up

In its Petition, MP requests a net true-up recovery of $3,468,780 in FCA under collections, attributed to lower than forecasted company generation that was replaced by higher priced market purchases, with recovery over a 12-month period effective September 1, 2026, following Commission approval.[footnoteRef:36] The true-up charge reflects total under-collection of $3,972,834 for 2025,[footnoteRef:37] plus $504,765 net overcollection from its 2023 True-Up recovery in 2024 and 2025, and minus $711 small cancel rebill adjustments in the General Ledger. See Table 4 below for a summary of the Company’s calculation: [36:  Petition, at 2, and the Attachment 2 Live Excel Spreadsheet.]  [37:  $206,422,619 - $210,395,453 = -$3,972,834.] 




Table 4: Over/(Under) Collection Calculation[footnoteRef:38] [38:  Petition, Attachment 2 Live Excel Spreadsheet.] 


		2025 Actual Collections from Customers

		 $  206,422,619 



		    Less: Actual Costs and Actual Sales

		 $  210,395,453 



		Plus: 2023 True-Up Recovery Under-collection (2024)[footnoteRef:39] [39:  Docket No. E015/AA-22-216.] 


		 $        (125,171)



		Plus: 2023 True-Up Recovery Overcollection (2025)[footnoteRef:40] [40:  Ibid.] 


		 $          629,936 



		Plus: Small cancel rebill adjustments in General Ledger

		 $                (711)



		Remaining Under Collection = Net 2025 FCA True-Up Amount

		 $    (3,468,780)







The Department finds MP correctly calculated its 2025 FCA/FPE Rider under collection of $3,468,780. The Department considers the Company’s proposal to recover the under collection from customers effective over the 12 month period beginning September 1, 2026, following Commission approval to be reasonable.



The Department notes that MP did not provide its proposed true-up factor and asks MP to provide its 2025 true-up factor and supporting calculations in its reply comments.

[bookmark: _Toc174055968]Compliance with reporting requirements

The Department verified the instant Petition included the information required per the following:



· Minn. R. 7825.2800 – 7825.2840, as revised on pages 3 – 4 and approved in Point 1 of the Commission’s Order.[footnoteRef:41] [41:  In the Matter of an Investigation into the Appropriateness of Continuing to Permit Electric Energy Cost Adjustments,
Minnesota Public Utilities Commission, Order, June 12, 2019, Docket No. E999/CI-03-802, (eDockets) 20196-153514-01. (MPUC Order in Docket No. E999/CI-03-802).] 


· MP filed its Petition on March 3, 2026.



· Annual FCA true-up general reporting guidelines, as outlined on page 7 and approved in Point 5 of the Commission’s Order.[footnoteRef:42] [42:  MPUC Order in Docket No. E999/CI-03-802.] 


· MP’s filing included a submittal letter.

· MP’s filing included comparison of 2025 forecast and 2025 actual, including variances by month[footnoteRef:43] of the following: [43:  Petition, Attachment 2.] 


· retail fuel and purchased energy adjustment

· sales for 2025

· MISO costs

· unit outage information

· MP’s filing included an explanation of why the forecasted rate differed from actual costs and why it is reasonable to credit ratepayers the difference.[footnoteRef:44] [44:  Petition, at 22-31.] 




· Annual FCA true-up reporting compliance matrix specific to MP as shown in Attachment 1 of the March 1, 2019 joint comments and approved in Point 7 of the Commission’s Order.[footnoteRef:45] [45:  MPUC Order in Docket No. E999/CI-03-802.] 


· MP’s filing included:

· Fuel & Energy Source Procurement and Energy Dispatching Policies, Petition pages 5 through 10.

· Independent Auditor’s Report, Attachment No. 1.

· Annual Report of Automatic Adjustment Charges, Attachment No. 2.

· Notice of Reports Availability, Attachment No. 10.

· Monthly MISO Day 2 Charges and Allocation, Attachment No. 3.

· Annual and Daily Ancillary Services Market Charges and Summary, Attachment No. 6.

· Auction Revenue Rights (ARR) Process Information, Attachment No. 4.

· Generation Facilities Maintenance Expenses, Attachment No. 9.

· Offsetting Revenues and/or Compensation Received by Investor-Owned Utilities, Attachment No. 8.

· Plant Outage Reporting, Attachment No. 5.

· Wind Curtailment Reporting, Attachment No. 7.



The Department notes Order Points 4 and 5 of Commission’s August 7, 2025 Order, in MP’s 2024 FCA True-Up petition requires the Company to provide additional ARR/FTR information, as well as a list of strategies considered and implemented to address congestion and curtailment of energy.[footnoteRef:46] The Department expects this to be addressed in MP’s upcoming 2027 FCA Forecast filing on May 1, 2026. [46:  In the Matter of Minnesota Power’s Petition for Approval of Annual Automatic Adjustment Charges for the Period of January 2024 through December 2024, Minnesota Public Utilities Commission, Order, August 7, 2025, Docket No. E015/AA-23-180, (eDockets) 20258-221853-01.] 




Maintenance Expenses of Generation Plants and Correlation to Incremental Forced Outage Costs (In the Matter of the Review of the 2005 AAA of Charges for all Electric Utilities, Docket No. E999/AA-06-1208)



The Commission required all electric utilities subject to automatic adjustment filing requirements, except for Dakota Electric, to include in future annual automatic adjustment filings the actual expenses pertaining to maintenance of generation plants, with a comparison to the generation maintenance budget from the utility’s most recent rate case.[footnoteRef:47] [47:  In the Matter of the Review of the 2006 Annual Automatic Adjustment of Charges for All Electric and Gas Utilities,
Minnesota Public Utilities Commission, Order, February 6, 2008, Docket No. E999/AA-06-1208, (eDockets) 4928266.] 




This requirement stems from the drastic increase in investor-owned utilities (IOUs) outage costs during FYE06 and FYE07. When a plant experiences a forced outage, the utility must replace the megawatt hours the plant would have produced if it had been operating, usually through wholesale market purchases. The cost of those market purchases flows through the FCA directly to ratepayers. The high outage costs incurred by investor-owned utilities in fiscal years 2006 and 2007 raised questions as to whether the utilities were (1) maintaining plants appropriately to prevent forced outages, and (2) spending as much on plant maintenance as they were charging to their customers in base rates. The Commission agreed with the Department and the Large Power Intervenors that “utilities have a duty to minimize unplanned facility outages through adequate maintenance and to minimize the costs of scheduled outages through careful planning, prudent timing, and efficient completion of schedule work” (Order 06-1208, p. 5).



The Department reviewed the Company’s approved and actual Minnesota jurisdiction generation maintenance expenses for 2025 and found them reasonable. Steam power generation maintenance actual expenses in 2025 exceeded amounts approved in rates, while hydraulic power generation maintenance was approximately $0.6 million lower than amounts approved in rates. MP reports a new FERC account 558 (per FERC Order 898) for the maintenance of wind and solar panels, structures, equipment and plant, which was not in place in the last rate case. [footnoteRef:48] The Department will continue to monitor the Company’s generation maintenance expenses in future filings, to ensure underspending on generation maintenance expenses does not result in increased outage costs passed on to the ratepayers through the FPE. [48:  Petition, Attachment 9, at 2.] 




The Department reviewed MP’s incremental forced outage costs for 2025 as reported on MP’s Attachment No. 5. The Company’s incremental forced outage costs of $7,459,193 were higher than their forecasted incremental forced outage costs of $3,452,777, largely due to unplanned outages with the Company’s Boswell Unit 3 and Unit 4.  



Boswell Unit 3 experienced bottom ash system pluggage in January 2025, and also damage to turbine bearings #3 and #4. The Department reviewed MP’s explanations for plant outages as provided in the supplement to attachment 5 – 2025 Unplanned Outages. The Company stated the bottom ash system pluggage experienced in Boswell Unit 3 was due to multiple failures on its 3-1 conveyor chain, leading to hopper overfilling and bridging. The Company stated the Boswell Unit 3 turbine bearing issues experienced in mid-2025 were due to a loss of oil suction pressure when the turning gear oil pump was shut off per standard procedure for that portion of the unit start-up, causing damage to the #4 bearing. The Company identified failure in the motor suction pump running as intended, leading to the loss of oil suction pressure. MP states after a planned outage in the fall of 2025, the #3 turbine bearing temperature increased. The Company identified the #3 bearing damage was due to the #4 bearing damage and Lube Oil Setpoint set too high at slow speeds. The Department requested further information from the Company in Information Request #2.[footnoteRef:49] MP responded that the bearing damage was not due to human error, but from a lack of oil pressure to the bearings during critical operation. The Company states system design, monitoring, and change-management corrective actions have been or are in progress to be implemented. In addition, the Lube Oil Setpoint is believed to be a possible contributing factor, but MP confirmed the speeds were set in accordance with the turbine manufacturer guidance, and corrective actions were implemented to run the turbine in accordance with OEM guidance.  [49:  Department Attachment 1.] 




The Department notes two additional unplanned outages that attributed to a higher change in energy cost, per the event log for Attachment 5, provided in the Company’s response to Information Request #1.[footnoteRef:50] MP’s Boswell Unit 4 experienced thermal fatigue cracking in a superheat tube, resulting in a one day unplanned outage in mid-February 2025. Boswell 4 also experienced a slag buildup in the reheat section of the boiler, restricting airflow through the boiler and limiting safe operation, resulting in a four day unplanned outage in late-December 2025. Both instances appear to be due to normal wear and tear and result in short-term outages. [50:  Department Attachment 2.] 




The Department found the Company’s explanations to be reasonable as true equipment failure. As a result, the Department will accept MP’s forced outage costs for the 2025 true-up.



The Department concludes MP’s Petition complies with the applicable reporting requirements. The Department recommends the Commission approve the compliance reporting portions of the Company’s Petition.

DEPARTMENT RECOMMENDATIONS 

Based on our review, the Department concludes (1) MP’s actual fuel and purchased power costs for 2025 were reasonable and prudent, (2) MP correctly calculated its 2025 FCA/FPE Rider under collection of $3,972,834, (3) MP correctly calculated its total 2023 over-collected amount of $504,765, included in the 2025 FCA True-Up for a net total under-collection of $3,468,069, (4) MP to provide its 2025 true-up factor and supporting calculations, and (5) MP’s Petition complies with the applicable reporting requirements.



Therefore, the Department recommends the Commission take the following actions:



· Find MP’s actual 2025 fuel and purchased power costs recoverable through the FCA/FPE rider were reasonable for 2025.

· Find MP correctly calculated its 2025 FCA/FPE Rider net under-collection of $3,468,069.

· Allow MN Power to collect $3,468,069 in the 12-month period, beginning September 1, 2026, following approval by the Commission.

· Require MP to provide its 2025 true-up factor and supporting calculations in its reply comments.

· Approve the compliance reporting portions of MP’s Petition.
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Event Log

		Unit		Event Type		Primary Reason for the Outage		Start Date/Time of Actual Outage		End Date/Time of Actual Outage		Description of Equipment Failure		Failure cause and steps taken to alleviate reoccurrence		Change in Energy

		BEC 3		Unplanned Outage		Bottom Ash System Pluggage		1/6/25 11:42		1/15/25 23:32		See Supplement to Attachment 5		See Supplement to Attachment 5		$   620,380

		BEC 4		Unplanned Outage		Generator Protection Trip on Turbine Due to Steam Quality		1/28/25 15:22		2/1/25 15:04		Turbine vibration due to water induction resulted in false generator ground trip.		Inspected bearing, replaced wedges and shoes, added saturated superheat and saturated reheat Turbine Trips both units.  Made revisions to U4 Carbon Control Screen to avoid confusion on appropriate start-up sequence.  Added spare wedges and shoes to warehouse inventory.  		$   216,868

		BEC 4		Unplanned Outage		Tube Leak Rear Superheat		2/18/25 23:18		2/19/25 21:10		Superheat tube thermal fatigue cracking.		Tube sectioned out; inspection planned for next outage to determine long-term repair plan.		$   635,351

		BEC 4		Unplanned Outage		Tube Leak Reheat		2/22/25 21:02		2/24/25 16:10		Reheat tube leak caused by thermal fatigue.		Area was pad welded and will continue to monitor.		$   12,168

		BEC 4		Unplanned Outage		Tube Leak Rear Superheat		3/31/25 12:23		4/2/25 2:39		Superheat tube thermal fatigue cracking.		Tube sectioned out; inspection planned for next outage to determine long-term repair plan.		$   47,104

		BEC 3		Unplanned Outage		Iso Phase Ground		4/28/25 15:58		5/2/25 23:34		During a strong storm, water ingress into the iso-phase duct caused a ground fault, resulting in an 87 relay trip.		Capacitors and surge arrestors were removed, and the iso-phase duct was hi-pot tested, confirming no active ground. The generator was also tested, with resistance values within expected ranges. The unit was returned to service without recurrence of the fault. The issue was attributed to water ingress, and the iso-phase duct was cleaned. Transformer boots were temporarily wrapped to limit water ingress, with replacement planned for the next available outage opportunity.		$   150,689

		BEC 3		Unplanned Outage		Tube Leak Waterwall		5/3/25 11:35		5/4/25 11:24		Waterwall tube leak due to thermal fatigue.		Area was pad welded and section replacement for next outage opportunity.		$   17,712

		BEC 4		Unplanned Outage		EHC Leak		5/15/25 16:53		5/16/25 14:28		U4 developed an EHC leak and came offline due to due the volume of the leak and loss of storage tank level. 		Replaced two o-rings associated with the #3 governor valve. EHC was returned to service with no leaks. Valves will be overhauled in 2027.		$   (3,640)

		BEC 3		Unplanned Outage		Tube Leak Superheat		5/20/25 12:49		5/22/25 23:56		Superheat tube thermal fatigue cracking.		Area was pad welded and section replaced.		$   74,101

		BEC 3		Unplanned Outage		Desuperheat Spray Inlet Flange Leak		6/2/25 22:47		6/4/25 5:33		Leak at the 6" flange in the piping to the superheater desuperheater spray water control valve		Leak occurred at a high-pressure, high-temperature flange. The gasket design likely contributed to the failure under cycling conditions. Replaced gasket and installed new studs/nuts as a precaution. Verified uniform clamping force by stretching studs to 0.018" rather than relying on a torque or impact tools. Future practice involves using proven gasket style (without inner ring) and maintained controlled stud tensioning to ensure even load distribution.		$   24,316

		BEC 3		Unplanned Outage		Tube Leak Waterwall		6/4/25 18:50		6/6/25 9:46		Waterwall tube leak due to thermal fatigue.		Area was pad welded and section replacement for next outage opportunity.		$   147,182

		BEC 3		Unplanned Outage		Tube Leak Waterwall		6/11/25 17:51		6/13/25 7:55		Waterwall tube leak due to thermal fatigue.		Area was pad welded and section replacement for next outage opportunity.		$   (315)

		BEC 3		Unplanned Outage		Tube Leak Waterwall		7/7/25 13:13		7/9/25 13:09		Waterwall tube leak due to thermal fatigue.		Area was pad welded and section replacement for next outage opportunity.		$   59,100

		BEC 3		Unplanned Outage		Hot Reheat Sample Line Leak		7/16/25 14:18		7/20/25 0:57		A leak was found in tubing from the hot reheat line to the water lab sample cooler while Unit 3 was already operating with a DEA heater shell leak. The combined issues led to the unit shutdown.		The tubing was replaced. The DA Heater leak was repaired. The cause of the leak was the tubing rubbing against a nearby piece of unitsrut.  The replacement tubing was routed away from the unitsrut.		$   83,881

		BEC 3		Unplanned Outage		3C Boiler Circulating Water Pump Leak		7/31/25 21:23		8/1/25 18:26		Leaks at the injection water inlet connection and the pressure gauge connection on the pump casing.  		The welds were repaired. One of the welds leaked due to a wormhole which worked its way through the weld, the other weld leaked due to missing the last pass.  Consider having these welds made in the shop, or by the vendor so that these welds are not made in the field.		$   12,732

		BEC 4		Unplanned Outage		Tube Leak Reheat		8/2/25 22:03		8/4/25 14:49		Reheat tube leak caused by thermal fatigue.		Area was pad welded. Inspect during next available outage.		$   (10,388)

		BEC 4		Unplanned Outage		Deaerator Level Control Bypass Valve Repair		8/4/25 16:36		8/6/25 23:33		Failure occurred due to breakage of critical internal valve components (stem, collar and disk guide).  		Valve was disassembled and repaired.  Operational procedures have been revised based on failure mode analysis to better protect this valve from wear induced failure in the future. 		$   363,791

		BEC 4		Unplanned Outage		Bottom Ash Plugging		8/10/25 18:49		8/12/25 7:20		4A bottom ash grinder plugged with hardened slag, causing East bottom ash hoppers to bridge with slag/ash.  With no ability to remove bottom ash, the unit was taken offline to prevent equipment damage.  		Pluggage resulted from hardened slag formation and shedding following the previous week's reheat leak outage and start-up.  The unit was fully deslagged and hoppers were unplugged, cleaned, and inspected.  The 4A bottom ash grinder was inspected, repaired, and tested to ensure it was operable post pluggage.		$   382,710

		BEC 3		Unplanned Outage		Tube Leak Reheat		8/16/25 21:54		8/18/25 21:08		Reheat tube leak caused by thermal fatigue.		Area was pad welded and tubes were sectioned out during fall planned outage.		$   125,959

		BEC 3		Unplanned Outage		Tube Leak Reheat		8/31/25 9:10		9/2/25 6:04		Reheat tube leak caused by thermal fatigue.		Area was pad welded and tube was sectioned out during planned fall outage.		$   85,244

		BEC 3		Unplanned Outage		Tube Leak Reheat		9/3/25 23:08		9/5/25 13:48		Reheat tube leak caused by thermal fatigue.		Area was pad welded. Tube was sectioned out during planned fall outage.		$   (12,144)

		BEC 3		Unplanned Outage		Tube Leak Waterwall		9/14/25 17:12		9/16/25 5:59		Waterwall tube leak due to thermal fatigue.		Area was pad welded. UT corners during maintenance outage and potential section-out during longer planned outage.		$   109,632

		BEC 3		Unplanned Outage		Tube Leak Waterwall		9/19/25 11:18		9/21/25 1:54		Waterwall tube leak due to thermal fatigue.		Area was pad welded. UT corners during maintenance outage and potential section-out during longer planned outage.		$   237,159

		BEC 4		Unplanned Outage		Low Vacuum Trip Due Bad Vacuum Breaker		10/2/25 20:02		10/3/25 22:38		The high pressure vacuum breaker solenoid leaked air, preventing it from holding the vacuum breaker valve closed. This resulted in a full-load vacuum trip.		A temporary repair was performed until a new style actuator less prone to failure can be installed during the spring outage.		$   250,222

		BEC 4		Unplanned Outage		Drum Safety Repair		10/28/25 23:51		10/30/25 23:06		On 10/02/25, both main steam safety valves and at least two of the six drum safety valves lifted during a pressure excursion. All valves reseated afterward, but the SE drum safety valve leaked.		The valve was repaired. The full load unit trip caused the safety valves to lift as designed.		$   104,992

		BEC 3		Unplanned Outage		External Tube Leak		11/3/25 15:43		11/4/25 22:04		External tube leak identified after a Master Fuel Trip caused by a Main Boiler Feed Pump trip. 		Area was pad welded. Tube leaks are a known risk following hard unit trips.		$   42,593

		BEC 3		Unplanned Outage		Number 3 and 4 Turbine Bearing Inspection		11/25/25 20:53		12/4/25 1:00		See Supplement to Attachment 5		See Supplement to Attachment 5		$   1,144,571

		BEC 4		Unplanned Outage		Boiler Deslag Outage		12/18/25 0:21		12/22/25 1:56		Slag buildup in the reheat section of the boiler restricted airflow through the boiler, limiting safe operation.		Cleaning restored airflow, and operating limits were tightened so future slag buildup can be addressed before it restricts airflow enough to require another outage.  		$   652,472

		BEC 3		Unplanned Outage		Tube Leak Waterwall		12/22/25 12:02		12/23/25 20:53		Waterwall tube leak due to thermal fatigue.		Area was pad welded. UT corners during maintenance outage and potential section-out during longer planned outage.		$   132,517
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