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March 16, 2015

VIA E-FILING

Daniel P. Wolf

Executive Secretary

Minnesota Public Utilities Commission
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St. Paul, MN 55101-2147

Re: In the Matter of Minnesota Power’s Rider
for Boswell Unit 4 Emission Reduction
(BEC4 Rider) and 2015 Factor
Docket No. E015/M-14-990

Minnesota Power’s Reply Comments

Dear Mr. Wolf;

Minnesota Power’s hereby electronically submits it Reply Comments, including revised
exhibits A and B to its November 26, 2014 original Petition, in the above-referenced Docket.

Pursuant to the Commission’s revised Procedures for Handling Trade Secret and
Privileged Data in furtherance of the intent of Minn. Stat. § 13.37 and Minn. Rule 7829.0500, in
its original Petition, Minnesota Power designated footnote 4 on Exhibit B-2, pages 9 and 10, as
Trade Secret. Minnesota Power removed certain information from the footnote to prevent
disclosure of cost data related to the power sale agreement with Basin Electric Power
Cooperative.

The disclosure of this information would be materially harmful to Minnesota Power
because it provides confidential business information to competitors and potential power sale
counterparties to the detriment of customers. This is highly confidential information; Minnesota
Power’s competitors, as well as its potential suppliers, would gain a commercial advantage over
Minnesota Power if this information were publicly available. Minnesota Power follows strict
internal procedures to maintain the secrecy of this information in order to capitalize on the
economic value of the information for Minnesota Power’s customers. Public availability of this
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information could economically harm Minnesota Power and its customers in terms of energy
supply provision or acquisition. Minnesota Power and its customers would suffer in providing
resources to its retail load.

Minnesota Power respectfully requests the opportunity to provide additional justification
in the event of a challenge to the trade secret designation provided herein

Please contact me at the number or the email address provided if you have any questions.

Yours truly,

Lori Hoyum

LH:sr
cc: Service List



STATEMENT REGARDING JUSTIFICATION FOR EXCISING
TRADE SECRET INFORMATION

Pursuant to the Commission’s revised Procedures for Handling Trade Secret and
Privileged Data in furtherance of the intent of Minn. Stat. § 13.37 and Minn. Rule
7829.0500, Minnesota Power has designated footnote 4 on Exhibit B-2, pages 9 and 10,
as Trade Secret. Minnesota Power has removed certain information from the footnote to
prevent disclosure of cost data related to the power sale agreement with Basin Power
Electric Cooperative.

The disclosure of this information would be materially harmful to Minnesota
Power because it provides confidential business information to competitors and potential
power sale counterparties to the detriment of customers. This is highly confidential
information; Minnesota Power’s competitors, as well as its potential suppliers, would
gain a commercial advantage over Minnesota Power if this information were publicly
available. Minnesota Power follows strict internal procedures to maintain the secrecy of
this information in order to capitalize on the economic value of the information for
Minnesota Power’s customers. Public availability of this information could economically
harm Minnesota Power and its customers in terms of energy supply provision or
acquisition. Minnesota Power and its customers would suffer in providing resources to
its retail load.

Minnesota Power respectfully requests the opportunity to provide additional
justification in the event of a challenge to the trade secret designation provided herein.



STATE OF MINNESOTA
BEFORE THE
MINNESOTA PUBLIC UTILITIES COMMISSION

In the Matter of Minnesota Power’s Rider Docket No. E015/M-14-990

for Boswell Unit 4 Emission Reduction

(BEC4 Rider) and 2015 Factor MINNESOTA POWER
REPLY COMMENTS

I. Introduction

Minnesota Power files these Reply Comments in response to the Department of
Commerce — Division of Energy Resources (“Department”) Initial Comments on February 25,
2015. Minnesota Power (or the “Company”) appreciates the time and work by the Department
to develop Initial Comments that convey their viewpoints and analysis of Minnesota Power’s
Petition seeking Minnesota Public Utilities Commission (“Commission”) approval to update
cost recovery of investments, expenditures and costs related to the Boswell Energy Center
Unit4 (“BEC4”) mercury emission reduction project (“BEC4 Project”) through Minnesota

Power’s Commission-approved Rider for Boswell Unit 4 Emission Reduction (“BEC4 Rider”).

On November 26, 2014, the Company submitted its Petition to the Commission seeking
approval to update the Boswell 4 Plan Adjustment Factors. On December 17, 2014, the
Department requested by email that Minnesota Power send an electronic copy of the entire
Exhibit B in a Microsoft Excel executable format with all links and formulae intact. Minnesota
Power provided the requested information. The Company received no other informal or formal
inquiries related to the Petition or requested supporting data during the 90-day initial review
period that concluded with the issuance of the Department’s Comments on February 25, 2015.
It is the intention of Minnesota Power to submit the most complete, concise and accurate filing
possible. When additional detail and/or clarification is required, the Company favors having
the ability to respond to the inquiring party at the time the question arises through the
information request process, or informal inquiry, in order to help facilitate an efficient
regulatory review process, and minimize additional delay occurring due to subsequent response

comments being filed. In the absence of that opportunity, Minnesota Power responds to the



Department’s request to provide additional detail, clarification, confirmation, explanation, and

identification of the items identified in their Initial Comments through these Reply Comments.



Il.  Reply Comments

On page 13 of the Department’s Initial Comments, the Department requests that
Minnesota Power “provide in its Reply Comments the details, clarification, confirmation,

explanation, and identification of:

e The differing 2010 base rate amounts for the operations and maintenance expense

referenced herein;

e Justification of the proposed October 2015 date for beginning the monthly revenue
requirement credit for retired equipment, including clarification as to what point the

equipment that is currently in base rates will, or has, become no longer used or useful,
e The relevant information related to BEPC as requested herein; and
e The annual rate factor adjustment due to loss of a wholesale customer in 2014.”

The Department goes on to state that if the loss of the wholesale customer results in the
annual rate factor adjustment filing needing to be amended, Minnesota Power should file the
updated annual rate factor filing in both a red-line and clean electronic version. The following

are Minnesota Power’s responses to the Department’s recommendations.

A. 2010 Base Rate Amounts

On December 20, 2013, Minnesota Power submitted its Petition to the Commission
pursuant to Minn. Stat. 8§ 216B.1692 seeking approval to update cost recovery of investments,
expenditures and costs related to the BEC4 Project through Minnesota Power’s Commission-
approved BEC4 Rider (see Docket No. E015/M-13-1166). In response to the Department’s
Information Request No. 8, dated February 27, 2014, Minnesota Power stated that the 2010 base
rate amount for the operation and maintenance (“O&M?”) expense associated with the part of the
Plant to be retired is $650,000. In Exhibit B-2, page 11 or 11, of the November 26, 2014
Petition (Docket No. E015/M-14-990), the Company stated that the 2010 base rate amount for
the O&M expense associated with the part of the Plant to be retired is $640,000.



The correct 2010 base rate amount for the O&M expense is $650,000. The immaterial
amount will have no impact on the billing factors included in this filing. Refer to Exhibit B-2,
page 11 of 11, row C10, for the corrected O&M expense.

B. Monthly Revenue Requirement Credit Start Date

Based on the most current schedule information, Minnesota Power plans to begin the
outage to tie in the duct work to the NID system on August 15, 2015. At that time, the BEC4
equipment that is currently in rate base will be taken out of service and retired. Therefore,
Minnesota Power has updated the start date of the base rate revenue credit from October 2015 to
August 15, 2015. Refer to Exhibit B-1, page 5 of 5, row E5.

The energy and capacity provided from BEC4, the largest generating resource in
Minnesota Power’s fleet, is an essential component of Minnesota Power’s customers’ supply.
BEC4 generates a very large quantity of reliable energy at a reasonable cost 24 hours a day, 7
days a week, and is a baseload resource for the region’s energy intensive requirements. For this
reason, the Company strategically scheduled the required outage(s) for the BEC4 Project at the
optimal time for customers in order to minimize its expected replacement energy costs and
associated O&M costs. BEC4 has been, and will continue regular operations until final tie-in of
the duct work to the new CDS (circulating dry scrubber) technology, referred to as the NID
system, occurs during a single scheduled outage. Once BEC4 is started up after the outage, it

will be operating on the NID system and tuning will begin.

Minnesota Power communicated in its BEC4 Mercury Emission Reduction Plan (“BEC4
Plan™) Petition dated August 31, 2012, and subsequent associated cost recovery petition dated
March 7, 2013 (see Docket No. E015/M-12-920), that an outage request had been submitted to
MISO (Midcontinent Independent System Operator) for the period of October 3, 2015, through
November 29, 2015 to perform the final tie-in. Through Minnesota Power’s 2014 and 2015
BEC4 Factor petitions (Docket Nos. E015/M-13-1166 and E015/M-14-990), the Company
communicated in Table 1 - Project Implementation Activity Update (page 7 and page 9,
respectively) that checkout and commission for tuning related activities would occur during the
period of April 2015 through October 2015, with final plant start-up and tuning to take place
October 2015 through January 2016.



C. Basin Electric Power Cooperative Sales Agreement

The Department raised a number of questions regarding the Basin Electric Power
Cooperative (“Basin”) power sales agreement. Minnesota Power provided information about
this power sale agreement in its initial petition requesting approval of the BEC4 Plan dated
August 31, 2012 in Docket No. E015/M-12-920. In that petition, Minnesota Power stated:

As part of a power sales agreement to Basin Electric Power Cooperative (“Basin”),
Minnesota Power is allowed to collect costs from Basin associated with new emission
control additions to BEC4 over a specified period. Minnesota Power is passing the
benefits of this agreement directly to customers through crediting the jurisdictional
revenue requirements by Basin's specified share of the costs for a portion of the contract.

Minnesota Power also noted in that same initial petition that this power sale agreement was for a
100 MW power sale that expired in 2020.

Overall, as noted in the instant Docket, the power sale to Basin provides significant
benefits to Minnesota Power’s customers through allowing Minnesota Power to collect costs
associated with emission controls over a specified period from Basin and Minnesota Power is
passing those benefits directly to customers through the BEC4 Rider.

Turning to the Department’s specific questions, the power sale agreement is an off-
system wholesale sale not under a Minnesota Power tariff or historically regulated by the
Commission, though as part of general rate cases the Commission establishes an overall level for
asset-based wholesale power sales and associated margins. In the Company’s 2009 retail rate
case, asset-based margins from off-system sales such as the Basin sale were reflected as a
revenue credit, which reduced the revenue from sales of electricity that would otherwise need to
be collected from retail jurisdictional customers. In its 2013 Integrated Resource Plan filing,*

Minnesota Power noted various wholesale power transactions where the Company stated:

Basin Electric—100 MW: In October 2009, Minnesota Power entered into an agreement
with Basin Electric Power Cooperative for a 100 MW Firm sale beginning May 1, 2010,
and continuing through April 30, 2020. Minnesota Power is relying on 100 MW of BEC

capacity and associated energy to support this transaction.



See also, Minnesota Power’s March 11, 2014 response to Department Information Request No.
25 in Docket No. E015/RP-13-53.

Finally, regarding the 10 MW threshold, Basin is not a firm wholesale customer of
Minnesota Power, and therefore, is not included in the Company’s jurisdictional allocation
factor calculations. Minnesota Power’s firm wholesale customer sales (to municipal customers
and Superior Water Light & Power) are subject to regulation by the Federal Energy Regulatory

Commission and are included in the Company’s jurisdictional allocation factor calculations.

D. Annual Rate Factor Adjustment Due to Wholesale Customer Loss

Minnesota Power has revised the jurisdictional and class allocation factors from the
Company’s last rate case to reflect the loss of a wholesale customer, Dahlberg Light & Power
(“Dahlberg”), effective January 1, 2014. The allocators were revised as follows in Exhibit B-5

on the pages indicted:

e The Dahlberg load, page 8, line 17, was subtracted from the system peak, page 7, column

(a), to get the revised system peak, page 5, column (a);

e The Dahlberg load was zeroed out, page 6, line 17, to get the revised jurisdictional

allocators, page 6, line 34;

e The revised jurisdictional allocators were then used to calculate the revised class

allocation factors shown in rows 11 and 12 on page 3; and
e The revised allocators were normalized as shown on page 4.

The above adjustments due to the loss of Dahlberg as a wholesale customer were
incorporated into Exhibits B-1 and B-2, where they resulted in very small increases to the

proposed billing factors. The revised rate impacts are shown in Table 1.

'Docket No. E015/RP-13-53, Appendix C, Part 2, page 27.



Table 1--Estimated Customer Impact

Proposed Billing Factor Effective 6/1/2015
Retail Revenue Requirements $22,911,148
Rate Class Impacts 1/

Residential

Average Current Rate (¢/kwh) 9.995
Increase (¢/kWh) 0.109
Increase (%) 1.09%
Average Impact ($/month) $0.88
General Service

Average Current Rate (¢/kWh) 9.990
Increase (¢/kwWh) 0.109
Increase (%) 1.09%
Average Impact ($/month) $3.03
Large Light & Power

Average Current Rate (¢/kwh) 8.081
Increase (¢/kWh) 0.109
Increase (%) 1.35%
Average Impact ($/month) $248.48
Large Power

Average Current Rate (¢/kwh) 5.740
Increase (demand + energy combined) (¢/kwWh) 0.095
Increase (%) 1.65%
Average Impact ($/month) $47,561
Municipal Pumping

Average Current Rate (¢/kwh) 9.149
Increase (¢/kwh) 0.109
Increase (%) 1.19%
Average Impact ($/month) $11.76
Lighting

Average Current Rate (¢/kWh) 15.657
Increase (¢/kWh) 0.109
Increase (%) 0.70%
Average Impact ($/month) $0.40

Notes:

1/ Average current rates are 2015 estimated rates based on Final 2010 TY General Rates in 2009 Rate Case (E015/GR-09-
1151) without riders, adjusted to include current rider rates. Current rider rates include Renewable Resources Rider rates,
Transmission Cost Recovery Rider rates, BEC4 Rider rates, Conservation Program Adjustment, and estimated 2015 Fuel
and Purchased Energy Adjustment. Average $/month impact based on 2015 budgeted billing units.



The red-lined and clean versions of Exhibit A show the revised 2015 Boswell 4 Plan
Adjustment. Minnesota Power is providing Exhibits B-1 to B-6 in Microsoft Excel electronic

format as requested.

E. Trade Secret Designation

Minnesota Power would also like to address the Department’s comments specific to the
designation of trade secret data. The Department recommended that Minnesota Power provide
additional care and justification in its designation of trade secret data consistent with
Commission rules. Minnesota Power inadvertently did not include its standard trade secret
justification consistent with Commission rules and practices since the body of the petition did
not contain any trade secret information. The trade secret justification is attached to these Reply
Comments (see Exhibit C). Regarding the designation of pages within the exhibit, Minnesota
Power did provided the proper [TRADE SECRET BEGINS and TRADE SECRET ENDS] or
[TRADE SECRET DATA EXCISED] language within the spreadsheet consistent with Minn.
Rules 7829.0500 and the labeling of each page in the exhibit is consistent with recent
Commission practices by not just Minnesota Power, but other utilities. For example, in Xcel
Energy’s February 17, 2015 compliance filing in Docket No. E002/CN-12-1240 and E002/M-
14-788, Xcel Energy labeled every page of its filing “PUBLIC DOCUMENT - TRADE
SECRET DATA EXCISED” regardless of whether an individual page contained trade secret
information. Minnesota Power will continue to strive to designate only information that is Trade

Secret in accordance with Commission rules and practices.

10



I11. Conclusion

Minnesota Power appreciates the opportunity to provide reply comments and the
revised 2015 Boswell 4 Plan Adjustment and associated exhibits, and looks forward to working

with the Department throughout the remainder of the regulatory review process.

Dated: March 16, 2015 Respectfully Submitted,

Lori Hoyum

Policy Manager
Minnesota Power

30 West Superior Street
Duluth, Minnesota 55802
(218) 355-3601
Ihoyum@mnpower.com

11



Docket No. E015/M-14-990
Exhibit A-1
Page 1 of 2
MINNESOTA POWER SECTION \Yi PAGE NO. _93

ELECTRIC RATE BOOK - VOLUME | REVISION Original 1

RIDER FOR BOSWELL UNIT 4 EMISSION REDUCTION

Applicable to electric service under all Company's Retail Rate Schedules except
Competitive Rate Schedules - Rate Codes 73 and 79. In addition, this Rider is
applicable to service under Company's Rider for Large Power Interruptible Service and
Rider for Large Power Incremental Production Service.

The following charges are applicable in addition to all charges for service being
taken under Company's standard rate schedules:

Rate Class Boswell 4 Plan Adjustment

| Large Power $1.000-60 per kW-month
of Billing Demand

and

| 0.0950-057¢/kWh

| All other applicable Retail Rate Customers 0.2656-156¢/kWh
Filing Date February 26,2013 MPUC Docket No. E-015/M-13-1166
Effective Date __ August1.-2014 Order Date Joben 201

Approved by: Marcia A. Podratz
Marcia A. Podratz
Director - Rates



Docket No. E015/M-14-990
Exhibit A-1
Page 2 of 2
MINNESOTA POWER SECTION \Yi PAGE NO. _93

ELECTRIC RATE BOOK - VOLUME | REVISION 1

RIDER FOR BOSWELL UNIT 4 EMISSION REDUCTION

Applicable to electric service under all Company's Retail Rate Schedules except
Competitive Rate Schedules - Rate Codes 73 and 79. In addition, this Rider is
applicable to service under Company's Rider for Large Power Interruptible Service and
Rider for Large Power Incremental Production Service.

The following charges are applicable in addition to all charges for service being
taken under Company's standard rate schedules:

Rate Class Boswell 4 Plan Adjustment
Large Power $1.00 per kW-month
of Billing Demand
and
0.095¢/kWh
All other applicable Retail Rate Customers 0.265¢/KWh
Filing Date MPUC Docket No.
Effective Date Order Date

Approved by: Marcia A. Podratz
Marcia A. Podratz
Director - Rates
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Docket No. E015/M-14-990
EXHIBIT C-1
Page 1 of 1

STATEMENT REGARDING JUSTIFICATION FOR EXCISING
TRADE SECRET INFORMATION

Pursuant to the Commission’s revised Procedures for Handling Trade Secret and
Privileged Data in furtherance of the intent of Minn. Stat. § 13.37 and Minn. Rule
7829.0500, Minnesota Power has designated footnote 4 on Exhibit B-2, pages 9 and 10,
as Trade Secret. Minnesota Power has removed certain information from the footnote to
prevent disclosure of cost data related to the power sale agreement with Basin Power
Electric Cooperative.

The disclosure of this information would be materially harmful to Minnesota
Power because it provides confidential business information to competitors and potential
power sale counterparties to the detriment of customers. This is highly confidential
information; Minnesota Power’s competitors, as well as its potential suppliers, would
gain a commercial advantage over Minnesota Power if this information were publicly
available. Minnesota Power follows strict internal procedures to maintain the secrecy of
this information in order to capitalize on the economic value of the information for
Minnesota Power’s customers. Public availability of this information could economically
harm Minnesota Power and its customers in terms of energy supply provision or
acquisition. Minnesota Power and its customers would suffer in providing resources to
its retail load.

Minnesota Power respectfully requests the opportunity to provide additional
justification in the event of a challenge to the trade secret designation provided herein.



STATE OF MINNESOTA ) AFFIDAVIT OF SERVICE VIA
) Ss ELECTRONIC FILING
COUNTY OF ST. LOUIS )

Susan Romans of the City of Duluth, County of St. Louis, State of Minnesota, says that
on the 16™ day of March, 2015 she served Minnesota Power's Reply Comments in
Docket. No. E015/M-14-990 to the Minnesota Public Utilities Commission via electronic
filing. The persons on the attached General Service List were served as requested.
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Email
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Delivery Method

View Trade Secret

Service List Name

Julia

Anderson

Julia.Anderson@ag.state.m
n.us

Office of the Attorney
General-DOC

1800 BRM Tower
445 Minnesota St
St. Paul,
MN
551012134

Electronic Service

Yes

OFF_SL_14-990_M-14-990

Christopher

Anderson

canderson@allete.com

Minnesota Power

30 W Superior St

Duluth,
MN
558022191

Electronic Service

Yes

OFF_SL_14-990_M-14-990

Sharon

Ferguson

sharon.ferguson@state.mn
.us

Department of Commerce

85 7th Place E Ste 500

Saint Paul,
MN
551012198

Electronic Service

No

OFF_SL_14-990_M-14-990

Margaret

Hodnik

mhodnik@mnpower.com

Minnesota Power

30 West Superior Street

Duluth,
MN
55802

Electronic Service

No

OFF_SL_14-990_M-14-990

Lori

Hoyum

Ihoyum@mnpower.com

Minnesota Power

30 West Superior Street

Duluth,
MN
55802

Electronic Service

No

OFF_SL_14-990_M-14-990

Michael

Krikava

mkrikava@briggs.com

Briggs And Morgan, P.A.

2200 IDS Center
80 S 8th St
Minneapolis,
MN
55402

Electronic Service

No

OFF_SL_14-990_M-14-990

Douglas

Larson

dlarson@dakotaelectric.co
m

Dakota Electric Association

4300 220th St W

Farmington,
MN
55024

Electronic Service

No

OFF_SL_14-990_M-14-990

James D.

Larson

james.larson@avantenergy
.com

Avant Energy Services

220 S 6th St Ste 1300

Minneapolis,
MN
55402

Electronic Service

No

OFF_SL_14-990_M-14-990

John

Lindell

agorud.ecf@ag.state.mn.us

Office of the Attorney
General-RUD

1400 BRM Tower
445 Minnesota St
St. Paul,
MN
551012130

Electronic Service

Yes

OFF_SL_14-990_M-14-990

Susan

Ludwig

sludwig@mnpower.com

Minnesota Power

30 West Superior Street

Duluth,
MN
55802

Electronic Service

No

OFF_SL_14-990_M-14-990

Pam

Marshall

pam@energycents.org

Energy CENTS Coalition

823 7th StE

St. Paul,
MN
55106

Electronic Service

No

OFF_SL_14-990_M-14-990
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Herbert

Minke

hminke@allete.com

Minnesota Power

30 W Superior St

Duluth,
MN
55802

Electronic Service

No

OFF_SL_14-990_M-14-990

David

Moeller

dmoeller@allete.com

Minnesota Power

30 W Superior St

Duluth,
MN
558022093

Electronic Service

No

OFF_SL_14-990_M-14-990

Andrew

Moratzka

apmoratzka@stoel.com

Stoel Rives LLP

33 South Sixth Street
Suite 4200
Minneapolis,
MN
55402

Electronic Service

No

OFF_SL_14-990_M-14-990

Jennifer

Peterson

jipeterson@mnpower.com

Minnesota Power

30 West Superior Street

Duluth,
MN
55802

Electronic Service

No

OFF_SL_14-990_M-14-990

Thomas

Scharff

thomas.scharff@newpagec
orp.com

New Page Corporation

P.O. Box 8050
610 High Street
Wisconsin Rapids,
wi
544958050

Electronic Service

No

OFF_SL_14-990_M-14-990

Ron

Spangler, Jr.

rlspangler@otpco.com

Otter Tail Power Company

215 So. Cascade St.
PO Box 496
Fergus Falls,
MN
565380496

Electronic Service

No

OFF_SL_14-990_M-14-990

Eric

Swanson

eswanson@winthrop.com

Winthrop Weinstine

225 S 6th St Ste 3500
Capella Tower
Minneapolis,
MN
554024629

Electronic Service

No

OFF_SL_14-990_M-14-990

Karen

Turnboom

karen.turnboom@newpage
corp.com

NewPage Corporation

100 Central Avenue

Duluth,
MN
55807

Electronic Service

No

OFF_SL_14-990_M-14-990

Daniel P

Wolf

dan.wolf@state.mn.us

Public Utilities Commission

121 7th Place East
Suite 350
St. Paul,
MN
551012147

Electronic Service

Yes

OFF_SL_14-990_M-14-990
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