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I INTRODUCTION

The Large Power Intervenors (“LPI”) respectively submit the following Exceptions to the
Administrative Law Judge’s (“ALJ”) Findings of Fact, Conclusions of Law, and
Recommendations (“ALIJ Report”) issued on June 21, 2024.! This proceeding has been unique, in
terms of both substance and process. In substance, Minnesota Power proposes a significant
transmission Project, to cost nearly $1 billion, that almost triples the capacity of the existing system
the Project will replace. Minnesota Power proposed this Project without talking to its large
industrial customers, even though LPI will pay the vast majority of the project costs. Indeed, in
terms of process, Minnesota Power’s own affiliate, American Transmission Company (“ATC”),
intervened in the proceeding to propose an alternative end point, demonstrating to LPI that

Minnesota Power did not thoroughly vet this project.

After ATC’s Intervention, the Minnesota Public Utilities Commission ordered these
contested case proceedings, requiring the ALJ to “focus record development on the viability of
ATC’s alternative, and Minnesota Power’s concerns therewith. The Commission expects that in
the course of this case the parties will develop a full record addressing issues that are relevant to
the Commission’s certificate of need and permit decisions.”? Accordingly, the ALJ focused the
contested case on the impact of the ATC Alternative to determine the narrow issue of which
endpoint should be used — an issue that assumes and predetermines the Project itself needs to be

built.

LPI disagrees with this premise that the Project as proposed is needed. Minnesota Power
proposes this Project at a time when it is widely accepted that the region and nation need a vast
and immediate buildout of transmission projects to enable the energy transition. As the record
shows, the Midwest Independent System Operator (“MISO”) is planning more than $33 billion in
transmission projects as part of its Long-Range Transmission Planning (“LRTP”) process. At the

same time that billions of dollars of transmission investment are being planned, the Minnesota

' LPI consists of Blandin Paper Company; Boise Paper, a Packaging Corporation of America company, formerly

known as Boise, Inc.; Cleveland-Cliffs Minorca Mine Inc.; Enbridge Energy, Limited Partnership; Gerdau Ameristeel
US Inc.; Hibbing Taconite Company; Northern Foundry, LLC; Sappi Cloquet, LLC; USG Interiors, Inc.; United States
Steel Corporation (Keetac and Minntac Mines); and United Taconite, LLC.

2 Ex. PUC-701 (Order Identifying Alternative Proposal for Environmental Assessment Scope, Granting Variance,
and Notice of and Order for Hearing) (eDocket No. 202311-200811-01), p. 6; see also p. 10 (“The Commission
requests that the ALJ ... focus the contested case proceedings on the impact of ATC’s alternative”).



Legislature passed permitting reform legislation “that will shorten and streamline the energy
permitting process...result[ing] in time savings of 9-12 months for permitting and building

renewable energy and transmission projects.”

The 2024 permitting legislation significantly
reduces the number of transmission line projects that must obtain a certificate of need from the
Commission. In other words, at a time when utilities and other transmission owners are planning
a major buildout of transmission, Minnesota is relaxing its requirements for these projects. In
LPI’s view, this means the Commission’s review of this Project is all the more meaningful as
Minnesota embarks on a new era of transmission planning and investment and the Commission
should carefully consider what projects are needed and at what cost, and when is it appropriate to
require cost sharing and collaboration to avoid inefficient and unnecessary investments. The
Commission has a statutory responsibility to ensure just and reasonable rates and part of that will
require the Commission to make sure utilities are not overbuilding transmission assets. Here, LPI
understands and supports the need to replace and modernize the Square Butte High Voltage Direct
Current (“HVDC’) Modernization System at its existing capacity, but it is not necessary to expand

and upgrade the System as Minnesota Power proposes. Minnesota Power operates a 1600 MW

system, and yet this Project proposes to:

1. Build transmission in isolation, without regional support or cost-sharing;

2. Expand the capacity of the line by almost three-fold, from 550 MW to 1500 MW,
with no demonstration of need for that expansion;

3. Will require at least an additional $58 million in investment to operate at the
expanded capacity;

4. Include optionality to expand the capacity of the line up to 3000 MW in the near
future at additional, unknown, cost without no demonstration of need for that
expansion;

5. Double Minnesota Power’s ratebase;

6. Transport additional wind from North Dakota that Minnesota Power has not yet
secured;

7. Operate independently of the current and future MISO system, even after the

buildout of LRTP Tranches 1 and 2; and

3 See Governor Walz Press Release, June 27, 2024, available at: Governor Walz Signs Energy Permitting Reform

Legislation (mn.gov) (last accessed July 1, 2024).



https://mn.gov/governor/newsroom/press-releases/?id=1055-630240
https://mn.gov/governor/newsroom/press-releases/?id=1055-630240

8. Likely connect to other HVDC projects Allete is building across the country.

The cost of the Project, estimated at nearly $1 billion, will be borne entirely by Minnesota Power’s
customers, with LPI paying the vast majority of those costs. LPI does not support the Project as

proposed and requests the Commission take a hard look at:

1. Whether regional transmission solutions could alleviate the need for this Project;
2. Whether the expansion to 900 MW or 1500 MW or 3000 MW is necessary;

3. Whether Minnesota Power should be required to pursue cost sharing for the
regional benefits the Project touts;

4. How Allete and Minnesota Power’s unregulated affiliates will benefit from the
Project;
5. Minnesota Power’s planned investments over the course of the next five, ten and

fifteen years and whether the resulting rates will be just and reasonable; and

6. What conditions should be imposed to ensure Minnesota Power customers do not
bear undue risk.

LPI submits its Exceptions to the ALJ Report below and requests the Commission impose the

Conditions included in LPI’s Reply Brief.

I1. ANALYSIS

A. The ALJ Erred in Determining Minnesota Power Should Expand the HVDC System
to Meet Future, Regional Need.

Minnesota Power admits it has a need for only for the existing 550 MW of capacity on the
HVDC System.* Nevertheless, Minnesota Power proposes to increase the voltage from 230 kV to
345 kV and expand the capacity of certain components of the HVDC System from 550 MW to
1500 MW. To serve the needs of its customers, all of which are in Minnesota, the Company should
refurbish the System at its existing capacity. Instead, the Company has planned a phased buildout
of the System to “accommodate regional bulk transfers of power.” These “regional transfers” are
not necessary to serve Minnesota Power’s customers and its customers should not pay the

significant costs of expanding the HVDC System. Minnesota Power has not proven the need to

4 Minnesota Power Initial Brief, p. 33.



expand the capacity or increase the voltage of the System and LPI requests the Commission reject

the ALJ’s Findings of Fact in this regard.

1. Increase in Capacity from 550 MW to 1500 MW

Minnesota Power has proposed to increase the capacity of certain components of the
HVDC System so that the HVDC converters will be capable of transferring up to 1,500 MW upon
completion of the proposed Project. In addition, certain components will be built to accommodate
the Company’s MISO Transmission Service Requests (“TSR”), which will add 350 MW of
capacity after the Company completes an additional transmission line upgrade on the System. The
Company was not transparent in developing the record on the costs of the expandability, and
throughout this process it has been difficult to understand what expansion the Company is
proposing and what costs are in this proceeding, and what costs will be necessary in future
upgrades. It is clear, however, that some portion of the costs of expandability are included in this

Project and the ALJ erred in adopting Finding of Fact 242.

Despite MISO identifying TSR costs for the 350 MW at $314 million,” Minnesota Power
claims the incremental cost to build for this 350 MW is $91 million of costs at issue in this
proceeding, and an additional $58 million in necessary upgrades for the HVDC Line that will be
addressed in a future proceeding, for a total incremental cost of $149 million.® As LPI has pointed
out, the relation between the TSR costs ($314 million) and the $91 million Minnesota Power
claims is the cost to increase the capacity to 900 MW is unclear.” But it is uncontroverted that the
proposed Project includes at least $91 million in costs to expand the system by 350 MW to 900
MW .3 LPI requests the Commission modify Finding of Fact 242 as follows:

242. Minnesota Power has incorporated expandability into its proposed
configuration of the project to create optionality and flexibility for the HVDC
system’s capacity to be increased by 350 MW (to 900 MW) for the transmission
service requests held by Minnesota Power for the benefit of its customers, with
potential future modifications to the existing HVDC line, which would be increased
another 600 MW (to 1500 MW) if the HVDC line is rebuilt. Neither—of-these

LPI Initial Brief, p. 8; Ex. LPI-301 (Maini Rebuttal), p. 8-9.

Minnesota Power Initial Brief, p. 34.

LPI Reply Brief, p. 8-9.

See also, Minnesota Power Initial Brief, p. 2, 36-37 (stating $700 million of the $800 million Project cost estimate
is to accommodate existing and planned TSR capacity).

© N O W»n



- (citations omitted.)

The Commission should modify this Finding because it is inaccurate — Minnesota Power admits
costs of the 350 MW capacity expansion are included in the Project cost estimate. As LPI has
continually requested in this matter, and further discusses below, the Commission should not allow
the Company to recover the costs of expandability in this proceeding until MISO has incorporated
the use of the HVDC System into its long-range planning and the Company can prove the

expansion has financially benefitted its customers.

2. Increase in Voltage from 230 kV to 345 kV

Minnesota Power proposes to interconnect the new HVDC converter stations at 345 kV
and then step down the voltage to 230 kV to connect to the “backbone” of its 230 kV system. The
Company evaluated the option to connect the new HVDC converters directly into the 230 kV
system, which would be less costly than utilizing the 345 kV converters, but decided against this
option stating the region will eventually need a 345 kV backbone network.” The Commission
should reject Minnesota Power’s proposal to increase the voltage of the HVDC System. As the
Department and LPI argued, “MISO does not appear to have any present plans to expand the local
345 kV system in northeastern Minnesota.”!® Therefore, as the Department notes, the ability to

accommodate future expansion is not a high priority for this project.'!

As noted in LPI’s Initial Brief, in early March 2024, MISO released its initial draft portfolio
for LRTP Tranche 2, which does not include the Proposed Project.'> Minnesota Power has not
demonstrated the need to increase the voltage of the HVDC System. Its system is 230 kV and
MISO has not incorporated 345 kV systems in its long-range planning and proposed $33 billion
transmission buildout. Minnesota Power may want to upgrade the system to accommodate 345
kV transmission for other reasons, but 345 kV is not necessary for it to serve its customers. The
Commission should reject the ALJ’s Finding of Fact 195 and amend Findings of Fact 192-205 to
be consistent with LPI’s Proposed Findings of Fact 13 and 14.

9 See Ex. MP-104, p. 39 (Combined Application); Ex. MP-121, p. 6 (Winter Direct).
10" Department Initial Brief, p. 17; LPI Reply Brief, p. 6.

Department Initial Brief, p. 17.

Minnesota Power Initial Brief, p. 33.



LPI 13. The Proposed Project scope and expansion is cast in further doubt because
MISO does not appear to have any present plans to expand the local 345 kV system
in northeastern Minnesota. Therefore, as the Department notes, the ability to
accommodate future expansion is not a high priority for this project. In early March
2024, MISO released its initial draft portfolio for LRTP Tranche 2, which does not
include the Proposed Project. (citations omitted)

LPI 14. The Commission could consider delaying its decision in this matter until
the Company has explained the ramifications of MISO LRTP on the viability of
this Project.

If the Commission approves the Proposed Project, it should disallow the incremental cost of the

converters because the Company has not proven it is necessary to increase the capability to 345
kV.

B. The Commission Should Disallow Recovery of the Costs Necessary to Expand and
Upgrade the HVDC System.

LPI continues to request the Commission disallow the portion of the Project costs that are
necessary to upgrade and expand the HVDC System. Minnesota Power currently uses the HVDC
System to deliver 600 MW of energy and it is undisputed that it has no need to expand the System

capacity. Because there is no need, Minnesota Power’s customers should not bear the costs



incurred to upgrade the HVDC System. Moreover, if the excess capacity does become useful, it
will, at least in part, be used to benefit the MISO region, and not Minnesota Power customers
exclusively. Minnesota Power has recognized that cost sharing is necessary for this Project, and
yet inexplicably it requests its customers to bear the entirety of the costs. LPI therefore requests

the Commission modify Finding of Fact 246 as follows:

246. Further, if MISO identifies that an increase in capacity of the HVDC system
1s above what is needed for Minnesota Power customers, MISO could determine
that costs necessary to effectuate those increases could be subject to cost allocation.
Therefore, while the HVDC modernization project, itself, is not eligible for cost
allocation through MISO, the Commission will disallow the costs of the capacity
increase. Minnesota Power shall continues to explore opportunities for cost
allocation associated with the potential future expansion. (citations omitted)

It is reasonable for Minnesota Power customer to pay for the refurbishment of the HVDC System
at its existing capability and capacity, but there is no reason to upgrade and expand the System to
serve its customers. Therefore, the Company should bear the costs and risks associated with any

expansion or upgrade of the System.

C. The Commission Should Condition Its Approval of the Proposed Project.

LPI has no qualms with the Project other than the proposed scope and cost recovery. It is
possible that the HVDC System, once upgraded and expanded, will be utilized for the regional
bulk transfers of power that Minnesota Power envisions and it could be a valuable transmission
project that supports the energy transition, as Minnesota Power claims. But it is undisputed that
there is no immediate need for expansion of the System and Minnesota Power’s customers should
not pay for that expansion, which, if used, will be used for the benefit of the region and MISO
system. The expansion of the System is designed to accommodate MISO and regional needs, and
the Company needs to pursue cost allocation for that expansion so that those who benefit pay for
it. Therefore, LPI requests the Commission adopt its Recommendations proposed in its Reply

Brief, as follows:

1. Minnesota Power has not met its burden to prove the expansion of the line is
necessary and at most the line should be refurbished at its existing capacity.

2. The Commission may want to consider whether to delay its decision in this matter
until Minnesota Power can explain how its Project will fit into MISO’s LRTP



planning, and other regulatory frameworks that will develop to guide the national
transmission buildout.

3. The Commission should consider whether the Proposed Project is better suited to a
merchant transmission line, instead of being a Minnesota Power-owned investment.

4, In the alternative, if the Commission chooses to move forward with this Project,
the Commission should permit only a like-size replacement at greatly reduced
costs, instead of the HVDC System expansion Minnesota Power proposes.

5. Minnesota Power has not demonstrated the need to expand the capacity of the
HVDC System, especially in light of the near-term buildout of transmission within
MISO that could supplant the use of this HVDC System in its entirety.

6. At most, the Commission should limit its approval to replacement of the aging
components and if Minnesota Power chooses to move forward with the expansion,
it should do so at its risk and it should not recover Project costs until it can
demonstrate its buildout has led to financial benefit for Minnesota Power
customers. The Commission should condition any approval for this Project so that
Minnesota Power does not recover the incremental costs, in a range of $149 to $372
million, until it can demonstrate customers have financially benefited from them.

7. Because the Company has plans for an extraordinary amount of investment in the
near term, the Commission must evaluate the overall project cost and its impact on
rates in light of the tripling of Minnesota Power’s rate base. The Commission must
consider slowing Minnesota Power’s investment pace so rates remain just and

reasonable.
8. The Commission should impose a cost cap of $660 million or $800 million.
0. Any Commission approval should include conditions to protect customers from

undue risk, and also make sure that all benefits that result from the Proposed Project
flow to customers and not Minnesota Power’s affiliates.

1. CONCLUSION

LPI requests the Commission reject and modify the ALJ’s Findings of Fact as set forth
above to conform to the determination that Minnesota Power should not recover costs of the

proposed expansion of the HVDC System.
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