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Policy Manager
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December 20, 2013

VIA E-FILING

Dr. Burl W. Haar

Executive Secretary

Minnesota Public Utilities Commission
121 7w Place East, Suite 350

St. Paul, MN 55101-2147

Re:  Inthe Matter of Minnesota Power’s Utility
Renewable Energy Cost Impact Report
Required by Minn. Stat. § 216B.1691, subd. 2e.
Docket No. E-999/CI-11-852

Dear Dr. Haar:

The Minnesota Public Utilities Commission (“Commission”) issued a Notice of
Comment Period on Cost Impact Reports (“Notice”) on November 6, 2013, in the above
referenced docket. Minnesota Power respectfully submits its Comments in response to the
Notice.

Please contact me at the number provided above with any questions or concerns.

Yours truly,
Lori Hoyum

Attachment
cc: Service List
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STATE OF MINNESOTA ) AFFIDAVIT OF SERVICE VIA
) ss ELECTRONIC FILING

COUNTY OF ST. LOUIS )

Jodi Nash of the City of Duluth, County of St. Louis, State of Minnesota, says that on the
20th day of December, 2013, she served Minnesota Power’s Comments on Cost Impact
Reports on the Minnesota Public Utilities Commission via electronic filing. The
remaining parties on the attached service list were served as so indicated on the list.

VA |
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Subscribed and sworn to before
me this 20" day of December. 2013,

Notary Public - Minnesota
My Commission Expires 1/31/2015

Affidavit of service.doc
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Service List Member Information

Elactronic Service Momberis)

. View
First Name Email Company Name ?éiiizg fs’%é%
SECtet
Aafedt David daafedt@winthrop.com Winthrop & Weinstine, P A, Electronic Service] No
Anderson Christopher canderson@allete com Minnesota Power Electronic Service] No
Anderson Julig Julia. Anderson@ag.state. mn.us Office of the Attomey General-DOC Electronic Service] Yes
Blazar William A, bblazar@mnchamber.com Minnesota Chamber Of Commerce Electronic Service] No
Bradiey Michael mike bradley@lawmoss.com Moss & Bamett Electronic Service] No
Brekke Jon ibrekke@@grenergy.com Great River Energy Electronic Service] No
Bring Mark B. mbring@olpco.com Otter Tail Power Company Electronic Service] No
Brown 8. Andrew brown andrew@dorsey com Dorsey & Whitney LLP Electronic Service] No
Brusven Christina cbrusven@frediaw.com Fredrikson & Byron, P.A. Electronic Service] No
Carino Tammie tcarino@GREnergy.com Great River Energy Electronic Service] No
Colburm Kenneth A. keolbum@symbioticstrategies.com Symbiotic Strategies, LLC Electronic Service] No
Crocker George gwillc@nawo.org North American Water Office Electronic Service] No
Dahlberg Mark F. markdahiberg@nweco.com Northwestern Wisconsin Electric Company Electronic Service] No
Daugherty Jeffrey A, jeffrey.daugherty@centerpointenergy.com ] CenterPoint Energy Electronic Service] No
Dieren Curt cdieren@dgmet.com L&O Power Cooperative Electronic Service] No
Dobson lan ian.dobson@ag state.mn.us Office of the Attomey General-RUD Electronic Service] No
Ferguson Sharon sharon.ferguson@state.mn.us Department of Commerce Electronic Service] No
Frisk Thompson Lori lorift@emmpa.org Central MN MPA Electronic Service] No
Fuller John john fuller@senate.mn MN Senate Electronic Service] No
Gerber Benjamin bgerber@mnchambear.com Minnesota Chamber of Commerce Electronic Service] No
Goodpaster Elizabeth bgoodpaster@mncenter.org MN Center for Environmental Advocacy Electronic Service] No
Guerrero Todd J. todd.guerrero@kutakrock.com Kutak Rock LLP Electronic Service] No
Haar Burt W. burl haar@state.mn.us Public Utiliies Commission Electronic Service] Yes
Hainault Tony anthony hainault@co hennepin.mn.us Hennepin County DES Electronic Service] No
Heaney Bilt billheaney@billheansy.com IBEW Minnesota State Council Electronic Service] No
Helmers John helmers john@co.olmsted.mn.us Olmsted County Waste to Energy Electronic Service] No
Henkel Annete mui@mnutilitylnvestors.org Minnesota Utility Investors Electronic Service] No
Hennesy Jessy jessy. hennesy@avantenergy.com Avant Energy Electronic Service] No
Hoyum Lori thoyum@mnpower.com Minnesota Power Electronic Service] No
Jacobson Casey cjacobson@bepc.com Basin Electric Power Cooperative Electronic Service] No
Jensen Eric ejensen@iwla.org Izaak Walton League of America Electronic Service] No
Koegel Hank hank koegel@edf-re.com EDF Renewable Eenrgy Electronic Service] No
Larson Douglas dlarson@dakotaelectric.com Dakota Electric Association Electronic Service] No
Lindelt John agorud.ecf@ag.state.mn.us Office of the Attorney General-RUD Electronic Service]  Yes
Marshali Pam pam@energycents.org Energy CENTS Coalition Electronic Service} No
McWilliams John jmm@dalrynet.com Dairyland Power Cooperative Electronic Service] No
Msans Valerie valerie. means@lawmoss.com Moss & Bamett Electronic Service]  No
Meloy Brian brian. meloy@leonard com Leonard, Street & Deinard Electronic Service] No
Mewis Peder Peder Mewis@senate.mn Senate Energy, Ut and Telecom Commiltes Electronic Service] No
Milter Stacy stacy. miller@state. mn.us Department of Commerce Electronic Service] No
Moeller David dmoeller@allete com Minnesota Power Electronic Service]  No
Moratzka Andrew apmoratzka@stoel.com Stoel Rives LLP Electronic Service] No
Neison Carl cneison@@mncee org Center for Energy and Environment Electronic Service]  No
Niles David W, éavid.nii;s@avantenergy.mm Minnesota Municipal Power Agency Electronic Service] No
Peranteau Mary Bath mperanteau@wheelerfaw.com Wheeler Van Sickle & Anderson $C Electronic Service]  No
Ragsdale Kent kentragsdale@alliantensrgy com Alfiant Energy-Interstate Power and Light Company Electronic Service] No
Rustad Craig crustad@minnkota.com Minnkota Power Electronic Service]  Neo
Sahr Robert K. bsahr@eastriver.coop East River Electric Power Cooperative Electronic Service] No
Sand Raymond rms@@dairynet.com Dairyland Power Cooperative Electronic Service] No
Savelkout Richard rsavelkoul@martinsqguires.com Martin & Squires, P A, Electronic Service] No
Schuerger P.E. Matthew J. misreg@earthiink.net Energy Systems Consulting Services, LLC Electronic Service}  No
Schulle Robert H, rhs@schulteassociates.com Schulte Assodiates LLO Electronic Service] No
Serri Andrew aseri@beps.com Basin Electric Power Coopertive Electronic Service] No
Sirmon Mg mrgsimongmrenergy.com Missourt River Energy Services Electronic Service]  No
Soholt Beth H, bsoholigbwindonthewires. org Wind on the Wires Electronic Service] No
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Stojan Ruccolo Erin ruccolo@fresh-energy org Fresh Energy Electronic Service]  No
Strommen James M. jstrommeng@kennedy-graven com Kennedy & Graven, Chartered Electronic Service]  No
Swanson Eric eswanson@winthrop.com Winthrop Weinstine Electronic Service] No
Thompson SaGonna Regulatory Records@xcelenergy.com Xcel Energy Electronic Service] No
Tiffany Douglas HHal02@umn edu University of Minnesota Electronic Service] No
Tregeter Pat pat eplaw@comcast.net Paulson Law Office LTD Electronic Service]  No
Warehime Roger warehimer@owatonnautilities.com Owatonna Public Utilites Electronic Service]  No
White Paul paul.white@prewind.com Project Resources Corp./Tamarac Line LLC/Ridgewind] Electronic Service]  No
Woasts Robyn robynwoeste@alliantenergy.com Interstate Power and Light Company Electronic Service] No
Paper Service Memberis)

Last Hame ?;;zi Company Name Address gjj ;;2? Em{iﬁa

Secrel

Carnival Douglas M. IMcGrann Shea Anderson Carnival Straugn & Lamb, 800 Nicollet Mall, Suite 2600, Minneapolis, MN-554027035] Paper Service] No
Eide Tollefson}Kristen R-CURE P O Box 129, Frontenac, MN-55026 Paper Service] No
Eteff Bob Regulated Industries Cmite 100 Rev Dr Martin Luther King Jr Bivd, Room 600, St. Paul, MN-55155 Paper Service] No
Fergen Pam Henepin County Government Center CAO | A2000, 300 S. Sixth Street, Minneapolis, MN-55487 Paper Service] No
Garvey Edward Residence 32 Lawton St, Saint Paul, MN-55102 Paper Service] No
Gerber Darrell Clean Water Action Alliance of Minnesota  }308 Hennepin Ave. E., Minneapolis, MN-55414 Paper Service] No
Gower Bryan APX, Inc. 224 Airport Parkway, Suite 600, San Jose, CA-95110 Paper Service] No
Houston Ashley N/A 120 Fairway Rd, Chestnut Hill, MA-24671850 Paper Service}] No
Johnston Larry SMMPA 500 1st Ave SW, Rochester, MN-55902-3303 Paper Service] No
Kelly Nancy Eureka Recycling 2828 Kennedy Street NE, Minneapolis, MN-55413 Paper Service] No
Ketchum Julie Waste Management 20520 Keokuk Ave, Lakeville, MN-55044 Paper Service No
Lindquist Mark The Minnesota Project 57107 422nd St, New Ulm, MN-56073-4321 Paper Service] No
McDowell Mike Heartland Consumers Power District PO Box 248, Madison, SD-570420248 Paper Service] No
McNary Dave Hennepin County DES 701 Fourth Avenue South, suite 700, Minneapolis, MN-55415-1842 Paper Service}] No
Osteraas Thomas L. }Exceisior Energy 150 South 5th Street Suite 2300, Minneapolis, MN-55402 Paper Service] No
Pearson Joshua enXco, Inc. 15445 Innovation Drive, San Diego, CA-92128 Paper Service] No
Reinhardt John C. Laura A. Reinhardt 3552 26Th Avenue South, Minneapolis, MN-55406 Paper Service No
Reuther Kevin MN Center for Environmental Advocacy 26 E Exchange St, Ste 206, St. Paul, MN-551011667 Paper Service] No
Richter Trudy Minnesota Resource Recovery Assn. 477 Selby Averue, St. Paul, MN-55102 Paper Service] No
Sedgwick Dean Itasca Power Comparny PO Box 457, Bigfork, MN-56628-0457 Paper Service] No
Thompson Steve Central Minnesota Municipal Power Agency {459 S Grove St, Blue Earth, MN-56013-2629 Paper Service] No
Tveitbakk Darryl Northern Municipal Power Agency 123 Second Street West, Thief River Falls, MN-56701 Paper Service] No
Zaremba Thomas J. JWHEELER, VAN SICKLE & ANDERSON | Suite 801, 25 West Main Street, Madison, WI-537033398 Paper Service] No
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STATE OF MINNESOTA
BEFORE THE
MINNESOTA PUBLIC UTILITIES COMMISSION

In the Matter Utility Renewable Energy Docket No. E-999/CI1-11-852
Cost Impact Reports Required by

Minnesota Statutes Section, MINNESOTA POWER’S
Section 216B.1691, Subd.2e COMMENTS

l. Introduction

The Minnesota Public Utilities Commission (“Commission”) issued a Notice of
Comment Period on Cost Impact Reports Required by Minnesota Statutes Section 216B.1691,
Subd.2e (“Notice”) on November 6, 2013 (Docket No. E-999/CI-11-852). Minnesota Power (or

the “Company”) respectfully submits its Comments in response to the Notice.

I1. General Comments

In its 2013 Integrated Resource Plan (“2013 IRP”)!, Minnesota Power presented the
methods utilized to communicate its cost impact of activities necessary to comply with Minn.
Stat. § 216B.1691. In the 2013 IRP and its past Cost Impact reporting, the Company has
followed the method of utilizing aggregated renewable project costs as annual and levelized
revenue requirements. The Company recommends the Commission consider a similar approach

for the Streamlining process.

! E015/RP-13-53



I11.  Responses to Topic/s Open for Comment
General Guiding Principles:

Minnesota Power generally agrees with the four proposed guiding principles as stated in
the Notice. Creating a uniform reporting system by which stakeholders can easily make cost
impact comparisons across utilities is certainly a worthwhile undertaking. However, Minnesota
Power cautions that in order to comply with the statute, the methods ultimately chosen need to be
an accurate representation of the actual and potential costs to customers. Simplifying
assumptions to such a level where the granularity of the diverse utility systems in Minnesota are

no longer incorporated could mask or overestimate the impact for customers.

Uniform Reporting System:

A. Staff proposes a start date of 2005 out through 15 years from each utility’s next filed IRP.
Does this provide a reasonable and useful format to capture a starting point (benchmark)
as well as forecast of cost impacts to comply with the statute?

In keeping with established utility planning documents such as the 2013 IRP, the
uniform reporting process future time period should consist of the same five years as the
IRP’s short-term action plan. The cost impact forecasts will be more consistent if aligned

with procedures already established for resource planning purposes.

B. Should REO expenditures be included in the renewable energy rate impact analysis, why
or why not? Are all REO eligible projects online and operating, or, are some in
development? Staff assumes that this row eventually ‘phases out” without any additional

cost apart from those already incurred. Is that a correct assumption?

Minnesota Power believes there is no reason to split the REO from the RES in the
impact analysis. Attempting to make this distinction at this point in time will only serve
to complicate the reporting process. The projects implemented in the REO time period
have now transitioned to meeting the RES.



C. The statute lists required reporting cost activities to include (without limitation)
renewable energy purchases, generation facility acquisition and construction, and
transmission improvements. Staff assumes these categories, often referred to as RES in
total to include utility-owned generation, power purchases agreements, market purchases
and renewable energy credits (REC). Should expenditures for RES be calculated

separately from those for REO and eventual SES? Why or why not?

The SES calculations should be kept separate due to the presence of additional
implementation costs such as additional compliance staff, software and other
requirements for the SES. These expenditures will need to be kept separate and distinct
from RES costs in order to accommodate the exempted customer provision in which no
additional costs will be transferred to customers excluded from the SES requirement.
The separation is also prudent seeing as resources used to meet the SES do not count

towards the RES total as defined in statute.?

D. Are expenditures for REO, RES (SES in the future) separately accounted for and
calculated by the utility? Would there be different treatment as to cost inclusion for on-
line projects versus those in development or executed contracts for historical REO, RES
(eventual SES) projects? Should both levelized and annualized costs be provided in order

to show short-term impact on rates vs. expected long-term effects?

REO and RES expenditures are not separately accounted for by Minnesota Power.
Minnesota Power does expect to account for SES expenditures separately given SES
customer exemption requirements. Minnesota Power proposes utilizing annualized costs
for the historical outlook and when showing the near term impact. Minnesota Power

proposes utilizing levelized costs for the long-term outlook.

E. Would it be more useful, as well as ease the administrative burden, to differentiate
renewable energy (RE) expenditures in rows such as “RE Costs — Online™, “RE Costs—

In Development”, “RE Net Short” and Total RE Costs” as opposed to rows B — E

2 Minn. Stat. §216B.1691 Subd. 2f.



identified in Table 1; why or why not? What source(s) will the utility use to report
renewable energy expenditures, regardless of category? Examples: FERC uniform
system of account (FERC Form 1); REO-RES biennial reports; company financial
statements. Please be specific and refer to the general guiding principles in your

response.

The separation of projects into such categories as stated above would only serve
to add more administrative burden for the utilities. Minnesota Power has utilized Rider
filings in the past as well as resource planning data in the RES Cost Impact calculations.
Minnesota Power suggests that the Commission utilize revenue requirements for this
Report and exclude expenditures. Revenue requirements are a more accurate reflection of
costs to the customer on a yearly basis for projects. The annual FERC Form No. 1 (for
investor owned utilities only) details the total expenditures and would therefore not be

relevant to the Company’s preferred method.

. List the best available ‘source’ from which to report and calculate, non-renewable
generation revenue requirement. Going forward, what would be the pros and cons of
using the utilities latest approved rate case? For historical purposes (2005 baseline)
would it be the closest to that year’s approved rate case revenue requirement? In both
cases, Staff assumes the utility is capable of distinguishing revenue requirements into the

following categories: generation, distribution and transmission.

The Company suggests utilizing the most recent rate case, riders and any
additional generation proposed in the next five years from the utility’s IRP short-term
action plan to report and calculate non-renewable generation revenue requirements.
Minnesota Power is capable of separating generation, distribution and transmission when
distinguishing revenue requirements for this purpose. Minnesota Power cautions that the
separation of revenue requirements into wholesale and retail components or different rate

classes would only serve to complicate the reporting format.

. There are many ways one could report, estimate, measure and compare, across utilities,

the expected cost to comply with Minn. Stat. § 216B.1691. Please provide your



comments, alternatives (if any) on whether the proposed uniform reporting system is
reasonable and whether it meets the statute requirements (note strengths and

shortcomings as applicable).

As stated earlier in the Comments, Minnesota Power believes that the most
prudent and accurate way to measure and compare cost would be to utilize revenue
requirements and not expenditures. Minnesota Power is willing to work with the
Department and other stakeholders on a solution that best fits the requirements set out in

statute.

. As one alternative, row H offers the ‘but for the renewable mandate consideration for
comparison purposes. Should ‘supply-side’ expenditures include solely a ‘gas-only’
proxy/alternative? Some states use ‘cost of new entry’ (CONE) for comparison purposes.
Some use ‘avoided cost’ in addition to looking at the utility’s ‘system average’ with
relation to the costs of meeting renewable energy mandates. What would be the
advantages or disadvantages of including any of these metrics for comparison purposes?
Should a row be included to input both annual peak and off-peak market prices (public

sourced)? Please explain why or why not.

In order to better align with the general guiding principles proposed by
Commission Staff, Minnesota Power could potentially support using a *‘gas-only’
proxy/alternative based on a Combined Cycle for the avoided energy cost. It is important
to note that using the ‘gas-only’ proxy/alternative may contradict with the proposed
guiding principal of providing realistic representation of cost. This method could
overstate the benefits of the RES due to the unique power supply of each utility where
natural gas is not always the marginal unit in both the on-peak and off-peak time periods.
One complication with this proposed method is that the natural gas price forecast used in
utility resource planning is not available for public consumption which is inconsistent
with the proposed general guiding principle of fostering transparency by using publically

available information.



Minnesota Power is open to using the Midcontinent Independent System Operator
calculated CONE value for the avoided capacity cost. The advantage of using CONE is
that a history exists that can be used for historical periods and it is public information. A
disadvantage is that Minnesota Power is not aware of a publically available forecasted
CONE value. Minnesota Power is willing to work with the Department of Commerce —
Division of Energy Resources (“Department”) and Commission Staff to define a public
methodology for calculating the future value of CONE in order to adhere to the proposed

guiding principles

Minnesota Power supports including the historical annual peak and off-peak
market prices. Minnesota Power does have concern with including the peak and off-peak
market prices for the future period because such forecasts are traditionally considered
trade secret information. The Company is not aware of a credible public market energy
price forecast for the Minnesota region. Minnesota Power is willing to work with the
Department and Commission Staff to define a public methodology for the market energy

price for the future period.

IV. Conclusion

Minnesota Power appreciates the opportunity to submit Comments on these proposed
technical reporting changes. It is important for stakeholders to understand the costs as well as
benefits of adding renewable generation to the State’s resource mix. The Company welcomes

further dialogue and is prepared to be an active participant in the streamlining process.



Dated: December 20, 2013 Respectfully submitted,

i Py D

Lori Hoyum

Policy Manager
Minnesota Power

30 West Superior Street
Duluth, MN 55802
(218) 355-3601

Ihoyum@mnpower.com



