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m COMMERCE
DEPARTMENT
Before the Minnesota Public Utilities Commission

PUBLIC Comments of the Minnesota Department of Commerce
Division of Energy Resources

Docket No. E015/M-20-814

. INTRODUCTION

On November 4, 2020, Minnesota Power Company (MP or the Company) filed a Petition to request
authority to track and record as a regulatory asset lost large industrial customer revenues net of
offsetting revenues from market sales (Net Lost Revenues) that have been incurred because two of
MP’s large industrial customers — United States Steel’s Keewatin Taconite mine (Keetac) and the Verso
Duluth paper mill (Verso) have indefinitely idled operations. MP requested authorization to track
beginning September 1, 2020 and recover the Net Loss Revenues, in MP’s next rate case orin a
separate proceeding no later than February 1, 2022. MP requested that the Commission resolve this
Petition by June 1, 2021. According to MP, this will allow the Company to book Net Lost Revenues in a
regulatory asset and incorporate Commission decisions into rate case planning.

On December 18, 2020, the Minnesota Public Utilities Commission (Commission) issued a Notice of
Comment Period, asking parties to address the following question:

Should the Commission approve Minnesota Power’s request to track and
defer lost customer sales?

1. DEPARTMENT ANALYSIS

The Minnesota Department of Commerce, Division of Energy Resources (Department) reviewed
Minnesota Power’s deferred accounting request to determine whether the lost large industrial
customer revenues are unusual, unforeseeable, and/or extraordinary, financially significant in amount,
related to utility operations, and likely to provide or did provide ratepayer benefit. Because the
Commission has sometimes approved deferred accounting for costs incurred to meet public policy
mandates, the Department also evaluated whether MP’s request aligns with current public policy
objectives.

A. DOES MP’S LOST LARGE INDUSTRIAL CUSTOMER REVENUES MEET THE FOUR CRITERIA
TYPICALLY CONSIDERED BY THE COMMISSION FOR DEFERRED ACCOUNTING REQUESTS?

The Department believes that MP’s proposal does not meet the criteria frequently considered by the
Commission in analyzing utility deferred accounting requests. The following discussion addresses each
of the criteria against which the Department evaluated the Company’s deferred accounting request:

(1) Unusual, Unforeseeable, and/or Extraordinary — The Department notes that it is not unusual
for MP’s large power industrial customers to experience periodic downturns. MP, in response
to Office of Attorney General (OAG) information request no. 10, identified 8 years where the
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Company experienced loss of load greater than 40 MW due to market conditions and resulting
downturns. Additionally, MP’s 10-K Annual Report for 2019 (and other years) consistently state
that MP has regulated operational risks, as follows:

Our results of operations could be negatively impacted if our Large Power
Customers experience an economic downturn, incur work stoppages, fail
to compete effectively, experience decreased demand or experience a
decline in prices for their product.!

Moreover, it is not unforeseeable that MP would be impacted by such a downturn because industrial
customers account for 74 percent of sales.? As a result, the Department concludes that MP’s
temporary loss of large industrial customer revenues are neither unusual, unforeseeable, nor
extraordinary.

(2) Financially Significant in Amount — MP notes in its Petition that two of MP’s large industrial
customers — United States Steel’s Keewatin Taconite mine (Keetac) and the Verso Duluth paper
mill (Verso) have indefinitely idled operations. However, on November 5, 2020 — only one day
after MP filed its Petition, there were several articles that confirmed Keetac would be restarting
its plant in mid-December 2020.3 Additionally, in MP’s Supplemental Response to Citizens
Utility Board of Minnesota (CUB) information request nos. 2 to 7 in the Supplemental
Attachment, you can see that United States Steel (USS), which includes Keetac, shows
nominations of the following for the period January 2020 to April 2021:

[TRADE SECRET DATA HAS BEEN EXCISED]
January to April 2020

May to August 2020

September 2020

October 2020

November 2020

December 2020

January to April 2021

Based on the Department’s review of Keetac’s nominations for January 2020 to April 2021, it is clear
that MP is not negatively impacted by Keetac. In fact, USS including Keetac nominations, have [TRADE
SECRET DATA HAS BEEN EXCISED] for the period January to April 2021 compared to January to April
2020.

The Department agrees that Verso continues to be idled. MP’s Table 1 on page 19 of its Petition,
shows the financial impact of Verso being idled for a full year of [TRADE SECRET DATA HAS BEEN
EXCISED]. MP’s Table 1 also shows offsetting wholesale sales revenue for Verso of [TRADE SECRET

1 https://investor.allete.com/node/20026/html
2 Direct Testimony of Frank L. Fredrickson in Docket No. E015/GR-19-442 at page 7.
3 https://www.duluthnewstribune.com/business/energy-and-mining/6750055-US-Steel-will-restart-Keetac-next-month
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DATA HAS BEEN EXCISED], resulting in a Net Lost Revenues related to Verso of [TRADE SECRET DATA
HAS BEEN EXCISED]. However, MP in response to OAG information request no. 5 on Attachment
005.01, shows that for the period April to October 2020 residential actual sales were approximately
$3.6 million higher than budgeted. The Department annualized the $3.6 million number to determine
a $6.2 million higher residential sales revenues on an annual basis. MP indicated in its narrative
response that residential sales are about three percent above budgeted sales and expects to see a
similar average increase in 2021 for as long as the pandemic continues. The Department recommends
that these higher residential sales revenues also be used to reduce MP’s claimed Net Lost Revenues.

The Department also notes that MP’s third quarter 2020 net income was $10.0 million higher than
MP’s third quarter 2019. The following citation from ALLETE’s third quarter 2020 Earnings Call
Transcript supports this statement:

Minnesota Power anticipates filing a general rate case in November 2021
with a 2022 test year. A few details from our business segments. ALLETE's
Regulated Operations segment, which includes Minnesota Power,
Superior Water, Light, and Power, and the company's investment in the
American Transmission Company, recorded net income of $42.4 million in
the third quarter of 2020, compared to $32.4 million in the third quarter
of 2019. Earnings reflect higher net income at Minnesota Power primarily
due to higher rates implemented as part of our recent rate case and
quarter-over-quarter timing impacts related to income tax expense and
fuel adjustment clause recoveries.®

The Department concludes that MP’s financial impact of Net Lost Revenues is not significant for the
following reasons:

e Keetac restarting operations in mid-December 2020;

e USS including Keetac nominations as shown above have [TRADE SECRET DATA HAS BEEN
EXCISED] for the period January to April 2021 compared to January to April 2020;

e Residential Sales are about 3 percent higher than budgeted sales, which is roughly $3.6 million
higher for April through October 2020 and $6.2 million higher on an annualized basis; and

e MP’s third quarter 2020 net income was $10.0 million higher than MP’s third quarter 2019 net
income.

(3) Related to Utility Operations — In its Petition, MP states that the lost revenues due to the idling
of Keetac and Verso are losses directly related to customers operations. The Department
agrees with MP that these lost revenues due to the idling of Keetac and Verso are directly
related to the utility’s operations. However, as discussed above, Keetac is already operational
and at a level that is [TRADE SECRET DATA HAS BEEN EXCISED] for the period January to April
2021 compared to January to April 2020. The Department also noted higher residential sales

4 April represents the first full month of the pandemic and MP provided actual revenues through October 2020.
5 https://www.fool.com/earnings/call-transcripts/2020/11/09/allete-ale-q3-2020-earnings-call-transcript/
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and overall higher net income by $10.0 million in the third quarter of 2020 compared to the
third quarter of 2019.

(4) Likely to Provide Ratepayer Benefits and Subject to Review for Reasonableness and Prudence
— According to MP in its Petition, MP requests that Commission determine it is reasonable and
prudent for the Company to record a regulatory asset and recover Net Lost Revenues created
by the idling of Keetac and Verso. MP would then make a recovery proposal in MP’s next rate
case or in a separate proceeding no later than February 1, 2022.

The Department notes that in the Commission’s August 7, 2020 Order Approving Petition and Resolving
Rate Case With Conditions in Docket Nos. EO15/M-16-564, E015/GR-19-442 and E015/M-20-429 stated
on page 6:

Third, Minnesota Power would withdraw its current rate case and refrain
from filing a new one until March 1, 2021. Furthermore, the Company
would extend its rate case moratorium an additional eight months if none
of its EITE customers shuts down or reduces demand by 50 megawatts
(MW) for three months or more relative to demand as of April 20, 2020. If
such a loss of load prompted Minnesota Power to initiate a rate case
before November 2021, the Company would provide the Commission with
90 days’ prior notice.

The Department considers MP’s request for deferred accounting to be inconsistent with the spirit of
the Commission’s August 7, 2020 Order, since deferred accounting would allow MP to change amounts
(Net Lost Revenues) in base rates for the period September 1, 2020 to March 1, 2021 — basically MP’s
agreed upon stay out period.

In an ALLETE 3™ Quarter 2020 Earnings Call Transcript dated November 9, 2020, MP stated:

MP anticipates filing a general rate case in November 2021 with a 2022
test year.

Therefore MP’s statement in its Petition regarding a March 1, 2021 or as soon as practicable rate case
seems unlikely.

The Department concludes that overall, the Commission should not approve MP’s deferred accounting
request for Net Lost Revenues. However, if the Commission decides to grant deferred accounting
despite strong concerns raised by the Department and other parties, the deferred accounting for Net
Lost Revenues should not be allowed to start until March 1, 2021 — when MP could first file its rate
case consistent with the Commission’s August 7, 2020 Order, and should be reduced by higher
residential sales.
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B. DOES MP’S REQUEST FOR DEFERRED ACCOUNTING FOR NET LOST REVENUES ALIGN WITH
PUBLIC POLICY OBJECTIVES?

MP noted in its Petition, that COVID-19 and the declaration of a peacetime public health emergency is
an exceptional and unusual situation that supports the use of trackers for Net Lost Revenues from
Keetac and Verso, rather than initiating a general rate case in the midst of the pandemic. MP also
noted that the Company has incurred a significant financial loss as a result of COVID-19 related idling of
Keetac and Verso.

The Department agrees that declaration of a peacetime emergency is an exceptional and unusual
situation. However, downturn in sales for large power customers, is not unusual for MP. As discussed
above, MP in response to Office of Attorney General (OAG) information request no. 10, identified 8
years where the Company experienced loss of load greater than 40 MW due to market conditions and
resulting downturns. Additionally, MP’s 10-K Annual Report for 2019 (and other years) consistently
state that MP has regulated operational risks, as follows:

Our results of operations could be negatively impacted if our Large Power
Customers experience an economic downturn, incur work stoppages, fail
to compete effectively, experience decreased demand or experience a
decline in prices for their product.®

Additionally, the Department does not agree that MP has incurred a significant financial loss as a result
of the idling of Keetac and Verso. As provided above, USS (which includes Keetac) nominations
continue to be strong. While Verso nominations continue to be lower, these lower sales are offset by
higher residential sales and Keetac nominations being [TRADE SECRET DATA HAS BEEN EXCISED] for
the period January to April 2021 compared to January to April 2020. Finally, MP’s 3™ quarter 2020 net
income was $10 million higher than MP’s 3™ quarter 2019 net income, which supports on an overall
basis that MP is not significantly negatively impacted.

The Department notes that the Commission has traditionally limited deferred accounting to 100 year
flood situations. Deferred accounting should be used sparingly because it distorts the rate case test
year, where representative costs and revenues for the test year (for example a 2022 test year) are
supposed to be considered and reviewed. Instead, deferred accounting results in costs and revenues
for several different years to be included in the test year, which results in inflated rates for customers
that are not representative of a 2022 test year.

MP briefly discussed on page 20 of its Petition, Xcel’s Sales True-Up Mechanism, CenterPoint’s
Decoupling Rider, and Energy Intensive Trade Exposed rate statute, as examples where the
Commission has authorized sales true-ups. The Commission’s decisions in all of these cases are unique
and relied on specific and different facts and are not precedential. In this case MP has not shown that
the Net Lost Sales are unusual or significant especially when offset by other revenue increases.

6 https://investor.allete.com/node/20026/html
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Based on the Department’s review, MP has not met the criteria to supporting granting deferred
accounting. As a result, the Department recommends the Commission deny MP’s request for deferred
accounting for the Net Lost Revenues.

1l. DEPARTMENT CONCLUSIONS AND RECOMMENDATIONS

The Department concludes the following about MP’s deferred accounting request:

MP’s temporary loss of large industrial customer revenues are neither unusual, unforeseeable, nor
extraordinary. This is confirmed by MP’s response to Office of Attorney General (OAG) information
request no. 10, which identified 8 years where the Company experienced loss of load greater than 40
MW due to market conditions and resulting downturns.

MP’s financial impact of Net Lost Revenues is not significant for the following reasons:

e Keetac restarting operations in mid-December 2020.

e USS including Keetac nominations as shown above have [TRADE SECRET DATA HAS BEEN
EXCISED] for the period January to April 2021 compared to January to April 2020.

e Residential Sales are about 3 percent higher than budgeted sales, which is roughly $3.6
million higher for April through October 2020 and $6.2 million higher on an annualized basis.

e MP’s third quarter 2020 net income was $10.0 million higher than MP’s third quarter 2019
net income.

MP’s lost revenues due to the idling of Keetac and Verso are directly related to the utility’s operations.

The Department considers MP’s request for deferred accounting to be inconsistent with the spirit of
the Commission’s August 7, 2020 Order, since deferred accounting would allow MP to change amounts
(Net Lost Revenues) in base rates for the period September 1, 2020 to March 1, 2021 — basically MP’s
agreed upon stay out period.

The Department concludes that overall, the Commission should not approve MP’s deferred accounting
request for Net Lost Revenues. However, if the Commission decides to grant deferred accounting
despite strong concerns raised by the Department and other parties, the deferred accounting for Net
Lost Revenues should not be allowed to start until March 1, 2021 — when MP could first file its rate
case consistent with the Commission’s August 7, 2020 Order, and should be reduced by higher
residential sales revenue.

The Department disagrees that MP has incurred a significant financial loss as a result of the idling of
Keetac and Verso. As provided above, USS (which includes Keetac) nominations continue to be strong.
While Verso nominations continue to be lower, these lower sales are offset by higher residential sales
and Keetac nominations being [TRADE SECRET DATA HAS BEEN EXCISED] for the period January to
April 2021 compared to January to April 2020. Finally, MP’s 3™ quarter 2020 net income was $10
million higher than MP’s 3" quarter 2019 net income, which supports on an overall basis that MP is not
significantly negatively impacted.
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The Department notes that the Commission has traditionally limited deferred accounting to 100
year flood situations. Overuse of deferred accounting distorts the rate case test year, where costs
and revenues for the test year (for example a 2022 test year) are supposed to be considered and
reviewed. Instead, deferred accounting results in costs and revenues for several different years to
be included in the test year, which result in inflated rates that are not representative of the 2022
test year.

Based on the Department’s review, MP has not met the criteria to supporting granting deferred

accounting. As a result, the Department recommends the Commission deny MP’s request for
deferred accounting for the Net Lost Revenues.

/ar
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OAG No. 010
State Of Minnesota
Office Of The Attorney General
Utility Information Request
In the Matter of Minnesota Power's Petition MPUC Docket No. E-015/M-20-814
for Approval to Track and Defer Lost Large
Industrial Customer Sales Resulting from
the COVID-19 Pandemic
Requested from: Minnesota Power
Requested By: Peter Scholtz Date of Request: November 18, 2020
Telephone: (651) 757-1473 Due Date: December 2, 2020

Identify each instance in the last 30 years when MP experienced a loss of Large Power load of
40 MW or more. ldentify the customer(s) involved, the reason for the loss of load, the amount of
the loss in MW, the start date and end date, and the amount of lost revenue. Explain whether MP
filed any regulatory requests as a result of the loss, and identify any other steps the Company
took to address the loss. Please also note any credit-rating impact caused by the loss.

Response:

Attachment 20-814 OAG IR 010.01 contains taconite production information, by property, going
back over the past 30+ years, as compiled by the Minnesota Department of Revenue.
Attachment 20-814 OAG IR 010.02 depicts the same Minnesota total tons of taconite production
for 1981 through 2019 in graphical form. Using a generalized average consumption of
approximately 130 kWh per long ton of pellets, and realizing that individual customer
consumption rates may vary above or below the average, a 40 MW reduction in Large Power
load would correspond to a reduction in tonnage of approximately 5.2 million tons on an
annualized basis. Our records indicate that we most likely didn’t have periods of time in the past
30 years in which we had paper customers shut down to the point where they had more than 40
MW of load reduction.

When considering the fact that Erie/LTV closed in 2001, reducing the “full production” taconite
production level from about 46 million tons through 2000 to about 40 million tons thereafter, this
methodology would indicate that taconite industry downturns due to market conditions
contributed to Minnesota Power likely experiencing a loss of load greater than 40 MW in the
following years: 1992, 1993, 1994, 2001, 2003, 2009, 2015, 2016.

Response by: Mike Perala

Title: Director of Strategic Accounts
Department: Customer Experience
Telephone: 218-471-4074



Department Attachment No. 1
Page 2 of 6

Minnesota Power filed a rate case on January 3, 1994 (Docket E-015/GR-94-001), following the
October 1993 idling of National Steel’s Keewatin taconite mine and pellet operation. After the
close of the rate case record at the end of June 1994 and the signing of an Amendment to the
Electric Service Agreement between Minnesota Power and National Steel, on August 15, 1994,
Minnesota Power filed a motion to reopen the rate case record, which was granted, in order to
reflect additional sales to National Steel in the test year.?

Following the permanent closure of LTV Steel Mining Company (“LTV,” formerly Erie) in
2001, Minnesota Power purchased portions of LTV’s Minnesota assets including coal-fired
generation units located at Taconite Harbor. Minnesota Power subsequently filed for MPUC
approval of a new Erie Mine Site Service (“EMSS”) Schedule that incorporated a special rate for
up to 25 MW of electric service to encourage future development in the Hoyt Lakes area.® The
EMSS Schedule was approved by the Minnesota Public Utilities Commission (“MPUC” or
“Commission”) on August 20, 2003.4

On November 2, 2009, Minnesota Power filed a rate case that reflected the significant economic
downturn and significant reduction in Large Power sales that was expected to continue for the
2010 test year.> In Rebuttal Testimony the Company filed a revised sales forecast anticipating
significant increases in retail sales based mainly on increases in the March 2010 nominations (for
May through August 2010) from its Large Power customers.®

On November 13, 2015 (Docket E-015/M-15-984) and June 30, 2016 (Docket E-015/M-16-564),
Minnesota Power filed two separate petitions for competitive rates for energy-intensive trade-
exposed (“EITE”) customers. The second petition was approved by the Commission’ and
provided a discount to specified Large Power customers on energy usage above a 62.5 percent
load factor, to encourage them to operate closer to full production levels.

1 Minnesota Public Utilities Commission’s November 22, 1994 Findings of Fact, Conclusions of
Law, and Order in Docket E-015/GR-94-001, pages 7-8.

2 |bid, page 8.

3 Minnesota Power’s May 9, 2003 Petition for Approval of Erie Mine Site Service Schedule,
Docket No. E-015/M-03-717.

4 MPUC’s August 20, 2003 Order adopting the Minnesota Department of Commerce’s June 9,
2003 Comments recommending approval with reporting requirement, Docket No. E-015/M-03-
717.

5 Minnesota Power rate case, Docket No. E-015/GR-09-1151, Direct Testimony of David J.
McMillan filed November 2, 2009, at page 5, lines 13 through 23, and page 10, line 25 through
page 12, line 14.

6 Minnesota Power rate case, Docket No. E-015/GR-09-1151, Rebuttal Testimony of David J.
McMillan filed April 29, 2010, at page 4, line 18 through page 5, line 3 and page 18, line 24
through page 19, line 5.

7 MPUC’s December 21, 2016 Order Approving EITE Rate, Establishing Cost Recovery
Proceeding, and Requiring Additional Filings, Docket No. E-015/M-16-564.

Response by: Mike Perala

Title: Director of Strategic Accounts
Department: Customer Experience
Telephone: 218-471-4074
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On November 2, 2016, Minnesota Power filed a rate case with a 2017 test year, partially because
the U.S. Steel Keewatin Taconite mining facility (“Keetac”) was idle and was expected to remain
idle for 2017.8 However, in December 2016 U.S. Steel announced its intention to restart Keetac
in 2017, which led Minnesota Power to revise its test year sales forecast.

When credit rating agencies review ALLETE, the Company’s exposure to its industrial
customers is always taken into account since they represent over 50 percent of Minnesota
Power’s sales, which is unusually high for a typical utility. There are many factors that rating
agencies use to determine ratings; however, for regulated utilities in general there are two main
factors that go into determining credit ratings — support by regulators and credit metrics.
Specifically, in S&P’s April 22, 2020 report, where ALLETE was downgraded to a BBB rating,
under the “Rating Action Rationale” section S&P noted that “although the company’s large
industrial customers have previously indicated expectations for strong production through
August 2020 via the demand nomination process, the lack of a revenue decoupling mechanism
combined with the company’s large commercial and industrial presence in its service territory
expose the company to revenue uncertainty for at least the remainder of the year”.

In addition, Moody’s April 30, 2020 credit opinion, where ALLETE credit rating remained at
BBB1, noted that the Company’s “take-or-pay contract structure with industrial customers
mitigates immediate reduction in cash flow from lower industrial customer sales through the
nomination cycle was a credit strength”, however they also noted that “the cyclicality of
ALLETE’s industrial customer demand is a credit negative...” and that “in the absence of
decoupling mechanisms, lower than anticipated regulated volumes can have a material negative
impact on ALLETE’s cash flow from operations”.

As mentioned in OAG IR 011, the decision by the MPUC to disallow the annual rate review
mechanism in Minnesota Power’s 2016 rate case was also viewed as credit negative as stated by
Moody’s below (see also OAG IR 011.01 Attach TS).

“ALLETE looked to mitigate the risk posed by lower industrial customer sales
when it filed to adopt an annual rate review mechanism (ARRM) in the 2016
general rate case. The ARRM would have provided an ROE true-up that would
have allowed MP to add a surcharge on customer bills if its earned ROE fell
below a predetermined level or provide a refund if it was higher. However, the
MPUC did not approve the measure, a credit negative.”

In conclusion, while Minnesota Power’s industrial customer load volatility exposes the Company
to revenue uncertainty and results in a negative view from a credit rating perspective, the amount
of regulatory support (or lack thereof) that the Company receives is also taken into consideration
when credit ratings are determined.

8 MPUC’s March 12, 2018 Findings of Fact, Conclusions, and Order in Docket No. E-015/GR-
16-664, pages 1 and 50.

Response by: Mike Perala

Title: Director of Strategic Accounts
Department: Customer Experience
Telephone: 218-471-4074
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Citizens Utility Board of Minnesota TRADE SECRET DATA EXCISED

Information Requests
Date of Request: November 13, 2020

Requested By: Annie Levenson-Falk
annielf@ cubminnesota.org

Requested From: Minnesota Power
Request Due: November 23, 2020
In the Matter of Minnesota Power's Petition for Approval Docket No. 20-814

to Track and Defer Lost Large Industrial Customer Sales
Resulting from the COVID-19 Pandemic

1. Please provide electronic copies of Minnesota Power's responses to all other information requests
and of all responses to future information requests made throughout this proceeding.

Response:
Noted

2. Please provide the monthly sales and revenue forecasts for the 2020 test year filed in Docket No. 19-
442 for each of MP's large power customers. Where applicable, provide your answer in live, unlocked
Excel spreadsheets with all links and formula intact.

Response:
Please see 20-814 CUB IR 2-7 Attachment

3. Please provide the monthly sales and revenue forecasts for the 2020 test year filed in Docket No. 19-
442 for each of MP's customer classes. Where applicable, provide your answer in live, unlocked Excel
spreadsheets with all links and formula intact.

Response:
Please see 20-814 CUB IR 2-7 Attachment

4. Please provide actual monthly sales and revenues from 2019 until the most recent data available for
each of MP's large power customers. Where applicable, provide your answer in live, unlocked Excel
spreadsheets with all links and formula intact.

Response:
Please see 20-814 CUB IR 2-7 Attachment

Response by: David Moeller

Title: Senior Attorney & Director of Regulatory Compliance
Department: Regulatory Compliance

Telephone: 218-723-3963

SUPPLEMENTAL RESPONSE — December 10, 2020
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Information Requests dated November 13, 2020

5. Please provide the actual sales and revenues from 2019 until the most recent data available for each
of MP’s customer classes. Where applicable, provide your answer in live, unlocked Excel spreadsheets.

Response:
Please see 20-814 CUB IR 2-7 Attachment

6. Please provide each large power customer's monthly nomination for all months in 2020 without
actual data and 2021. Provide customer’s monthly nomination when available and forecasts otherwise.
Include a description of the Company's forecast methodology. Where applicable, provide your answer
in live, unlocked Excel spreadsheets with all links and formula intact.

Response:

Please see 20-814 CUB IR 2-7 Attachment for 2020 actual nominations. At the time of this IR, MP had
not received a revised nomination reflecting Keetac production for December. Additionally, MP will
provide January — April 2021 Large Power nominations from US Steel (Minntac and Keetac), Hibbing
Taconite, ArcelorMittal-Minorca Mine, UPM Blandin and Verso when those nominations are received
on or before December 2020.

Supplemental Response:
Please see 20-814 CUB IR 2-7 Attachment for January — April 2021 Large Power nominations from US
Steel (Minntac and Keetac), Hibbing Taconite, ArcelorMittal-Minorca Mine, UPM Blandin and Verso.

7. In the response to #5, please indicate whether the monthly nomination and/or forecasts for Keetac
account for restarting the facility’s operations in mid-December 2020, as announced by U.S. Steel on
November 3." If not, please provide a forecast that accounts for Keetac resuming operations at the
announced level. Where applicable, provide your answer in live, unlocked Excel spreadsheets with all
links and formula intact.

Response:

Please see 20-814 CUB IR 2-7 Attachment. Keetacis resuming production in December and therefore
the restart has not yet been included in the data in the response to #5. As discussed in response #6,
MP will provide an update on January — April 2021 nominations when those nominations are received.

1 See https://www.duluthnewstribune.com/business/energy-and-mining/6750055-US-Steel -will-res tart-Keetac-
next-

month#:~:text=Due%20t0%20its%20small%20size%2 C%2 0Keeta c%2 0is%20usually,the%20iron%200re%2 0pellets%
20used%20in%20its %2 0production.

Response by: David Moeller

Title: Senior Attorney & Director of Regulatory Compliance
Department: Regulatory Compliance

Telephone: 218-723-3963

SUPPLEMENTAL RESPONSE — December 10, 2020
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State Of Minnesota
Office Of The Attorney General
Utility Information Request
In the Matter of Minnesota Power's Petition MPUC Docket No. E-015/M-20-814
for Approval to Track and Defer Lost Large
Industrial Customer Sales Resulting from
the COVID-19 Pandemic
Requested from: Minnesota Power
Requested By: Peter Scholtz Date of Request: November 18, 2020
Telephone: (651) 757-1473 Due Date: December 2, 2020

Reference: Petition at 15. MP states that sales to residential customers have increased “slightly”
as a result of the COVID-19 pandemic.

Provide the actual/projected residential sales and revenue increases for 2020 and 2021. State the
increases in both percent and dollar format and include all data and assumptions that support
your answers.

RESPONSE:

Weather-normalized actual monthly energy sales (MWh) to residential customer’s year-to-date
through October 2020 have been on average about 3 percent above budgeted levels with
weather-normalized revenue above budgeted levels by about 0.4 percent on average. Minnesota
Power would expect to see similar average increases in monthly residential energy sales and
revenue for the remainder of 2020, and for as long as the pandemic continues into 2021.
Additionally, Minnesota Power is expecting a similar level of residential energy sales for 2021 as
was projected for 2020.

For data used in these calculations please see 20-814 OAG IR 005.01 Attach.

Response by Joshua Rostollan

Title Supervisor - Accounting
Department Financial Reporting and Budgeting
Telephone  218-355-3151
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|, Sharon Ferguson, hereby certify that | have this day, served copies of the
following document on the attached list of persons by electronic filing, certified
mail, e-mail, or by depositing a true and correct copy thereof properly enveloped
with postage paid in the United States Mail at St. Paul, Minnesota.

Minnesota Department of Commerce
Public Comments

Docket No. E015/M-20-814

Dated this 4™ day of January 2021

/s/Sharon Ferguson
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								MWh								Revenue (thousands)

				Month		Actual		WN Actual*		Budget		Change		% Change		Actual		WN Actual*		Budget		Change		% Change

				1/1/20		108,689		113,695		125,695		(12,000)		-9.5%		$   11,888		$   12,436		$   13,934		$   (1,498)		-10.8%

				2/1/20		97,503		98,542		100,405		(1,863)		-1.9%		$   10,411		$   10,522		$   10,985		$   (463)		-4.2%

				3/1/20		89,972		92,585		100,917		(8,332)		-8.3%		$   9,369		$   9,641		$   10,880		$   (1,239)		-11.4%

				4/1/20		81,930		78,949		75,011		3,938		5.3%		$   8,246		$   7,946		$   8,100		$   (154)		-1.9%

				5/1/20		71,267		71,373		66,872		4,501		6.7%		$   7,309		$   7,320		$   7,082		$   238		3.4%

				6/1/20		74,194		73,087		63,527		9,560		15.0%		$   8,293		$   8,169		$   7,158		$   1,011		14.1%

				7/1/20		95,062		92,122		84,555		7,567		8.9%		$   11,056		$   10,714		$   9,652		$   1,062		11.0%

				8/1/20		84,378		85,889		81,879		4,010		4.9%		$   9,697		$   9,871		$   9,495		$   376		4.0%

				9/1/20		66,720		66,641		69,203		(2,562)		-3.7%		$   7,251		$   7,242		$   8,045		$   (803)		-10.0%

				10/1/20		80,905		75,743		67,133		8,610		12.8%		$   8,849		$   8,284		$   7,561		$   723		9.6%

				11/1/20						92,554										$   10,202

				12/1/20						121,566										$   13,732

								*WN stands for Weather-Normal.



										Average % Change				3.0%						Average % Change				0.4%








Figure 3

History of Minnesota Taconite Production

Numbers after 1986 do not include flux. Beginning with 1990, all weights are dry. Taconite production tax report tonnages.
*1,552,080 of the 1,630,242 is Eveleth Taconite and 78,162 is United Taconite; 1,736,758 of the 4,376,891 is National and 2,640,133 is Keewatin

3

Year Butler Eveleth Hibbing Inland Erie National Reserve Minntac Total
1950 - - - - 129,666 - - - 129,666
1951 - - - - 99,977 - - - 99,977
1952 - - - - 101,325 — 13,071 - 114,396
1953 - - - - 228,499 - 257,435 133,504 619,438
1954 - - - - 180,669 - 316,628 413,059 910,356
1955 - - - - 195,979 - 521,200 623,491 1,340,670
1956 - - - - 211,698 - 4,238,729 618,452 5,068,879
1957 - - - - 487,303 - 5,558,262 766,739 6,812,304
1958 - - - - 2,953,993 - 4,837,258 747,033 8,538,284
1959 - - - - 4,109,000 - 3,763,189 542,106 8,414,295
1960 - - - - 7,144,214 - 5,446,342 799,365 13,389,921
1961 - - - - 6,772,654 - 5,652,522 761,913 13,187,089
1962 - - - - 7,593,349 - 6,153,812 771,890 14,519,051
1963 - - - - 7,852,473 - 8,044,362 798,405 16,695,240
1964 303 - - - 8,009,243 - 9,667,975 827,713 18,505,234
1965 10,700 52,826 - - 8,039,657 - 10,023,520 877,459 19,004,162
1966 70 1,536,370 - - 8,551,944 - 10,829,799 758,544 21,676,727
1967 1,617,409 1,738,068 - - 9,900,479 470,918 9,695,533 888,950 24,311,357
1968 2,334,752 1,800,124 — - 10,718,707 839,663 10,002,064 4,573,743 30,269,053
1969 2,599,906 1,916,899 - - 10,198,586 2,285,744 10,352,579 6,056,598 33,410,312
1970 2,637,655 1,986,000 - - 10,743,031 2,728,932 10,825,617 6,426,609 35,347,844
1971 2,647,930 2,055,131 - - 10,192,628 2,813,242 9,628,920 6,439,695 33,777,546
1972 2,302,971 2,141,233 - - 9,972,068 2,420,056 9,042,632 8,674,583 34,553,543
1973 2,563,093 2,065,042 - - 11,657,631 2,578,023 10,424,648 12,540,908 41,829,345
1974 2,523,518 2,171,678 - - 10,897,352 2,476,793 10,367,742 12,616,204 41,053,287
1975 2,437,411 2,164,677 - - 10,884,511 2,433,579 10,695,052 12,193,687 40,808,917
1976 2,393,347 2,291,714 303,419 - 10,778,287 2,461,083 10,052,204 12,294,537 40,574,591
1977 1,686,590 2,572,909 2,150,170 232,457 4,646,451 2,621,627 5,033,248 7,428,136 26,371,588
1978 2,507,633 4,924,732 5,408,928 | 1,925,378 7,424,801 5,096,348 9,154,801 12,927,230 49,369,851
1979 2,552,255 5,604,688 6,250,348 | 2,238,443 8,820,258 5,367,815 7,033,658 16,492,186 54,359,651
1980 1,575,454 5,778,256 6,800,202 | 1,407,598 5,679,043 2,896,456 4,582,997 14,147,065 42,867,071
1981 2,194,960 5,879,859 7,125,897 | 2,385,967 7,943,641 3,424,392 7,643,807 12,381,951 48,980,474
1982 1,040,799 4,611,260 5,703,410 | 1,792,702 3,963,897 1,291,211 1,520,113 3,307,025 23,230,417
1983 1,556,523 3,265,821 4,205,470 | 2,136,155 2,045,065 3,270,837 985,318 7,708,073 25,173,262
1984 1,989,952 3,932,117 6,075,049 | 2,032,164 4,696,117 4,584,782 3,666,288 8,712,123 35,688,592
1985 952,476 2,943,613 5,059,291 | 1,821,941 4,862,497 4,428,662 3,282,389 9,913,832 33,264,701
1986 Closed 3,455,690 4,881,987 | 1,807,451 4,232,962 4,021,372 1,433,898 5,617,695 25,451,055
LTV
1987 - 3,481,280 7,685,375 | 2,118,660 6,774,330 4,314,534 Closed 7,668,870 32,043,049
1988 - 4,238,636 8,653,270 | 2,247,840 7,888,582 4,607,944 - 11,848,960 39,485,232
1989 - 4,910,384 8,186,626 | 2,269,177 7,372,667 4,745,024 - 11,846,319 39,330,197
Cyprus/
Northshore
1990 - 4,417,255 8,136,923 | 2,265,876 7,798,292 4,809,930 2,384,061 12,709,299 42,521,636
1991 - 3,374,068 8,016,302 | 2,337,141 6,887,320 4,850,261 1,986,223 12,470,635 39,921,950
1992 - 3,571,784 7,801,946 | 2,109,743 6,622,640 4,997,512 1,394,451 12,351,795 38,849,871
1993 - 3,124,040 7,244,015 | 2,403,766 7,403,623 2,758,923 3,406,029 13,509,891 39,850,287
1994 - 4,862,373 8,192,141 | 2,511,292 7,470,635 1,732,469 3,434,979 13,473,020 41,676,909
Northshore/CCI|
1995 - 5,141,072 8,386,431 | 2,560,350 7,440,366 5,026,048 3,658,130 12,788,787 45,001,184
1996 - 4,842,571 7,910,004 | 2,530,053 7,182,697 4,775,999 4,071,680 12,560,634 43,873,638
1997 - 4,964,481 7,479,612 | 2,388,631 7,168,585 5,108,503 4,059,463 13,646,373 44,815,648
1998 - 4,773,026 7,608,548 | 2,550,795 6,657,167 5,260,207 4,182,872 13,291,377 44,323,992
1999 - 4,342,770 6,623,571 | 2,658,663 6,593,497 5,225,632 3,678,803 12,169,971 41,292,907
2000 - 3,850,443 8,008,869 | 2,698,927 7,305,807 5,459,565 4,075,170 13,561,035 44,959,816
2001 - 4,159,792 5,891,288 2,629,420 69,209 4,371,589 2,648,289 11,858,907 31,628,494
2002 - 4,204,799 7,408,541 | 2,661,129 0 5,463,637 3,979,283 13,794,178 37,511,567
United Keewatin
Taconite Taconite

2003 —| 1,630,242%* 7,769,999 | 2,657,673 - 4,376,891* 4,683,657 13,231,018 34,349,480
Totals | 40,125,707 | 134,777,723 | 184,967,632 |59,379,392 | 323,555,072 | 136,396,203 | 268,390,702 403,561,572
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Minnesota Taconite Production Summary (1950-2019)

s;c;t:uction Butler 1 Eveleth ?;2?:3‘3 Inland Steel Erie/LTV: National Reserves kjﬂ.iihtseiel- Total
1950-1959 8,698,109 19,505,772 3,844,384 32,048,265
1960-1969 6,563,140 7,044,287 84,781,306 3,596,325 85,868,508 17,114,580 204,968,146
1970-1979 24,252,403 27,977,804 14,112,865 4,396,278 96,017,018 30,997,498 92,258,522 108,033,775 398,046,163
1980-1989 9,310,164 42,496,916 | 64,376,577 20,019,655 55,458,801 37,585,214 23,114,810 93,151,913 | 345,514,050
Cyprus/
Northshore
1990-1994 19,349,520 39,391,327 11,627,818 36,182,510 19,149,095 12,605,743 64,514,640 202,820,653
Northshore
1995-2002 36,278,954 59,316,864 20,677,968 42,417,328 40,691,180 30,353,690 103,671,262 333,407,246
United uU.s. Stgel-
Taconite Keewgtm
Taconite
2003 1,630,242 7,769,999 2,657,673 4,376,891 4,683,657 13,231,018 34,349,480
2004 4,030,871 8,101,948 2,693,971 5,343,915 4,912,594 14,327,728 39,411,027
2005 4,836,140 8,147,611 2,558,197 5,196,512 4,799,887 13,996,412 39,534,759
Mittal
Steel USA
2006 4,207,096 8,125,923 2,707,562 5,234,336 4,970,526 13,702,701 38,948,144
Arcelor-
Mittal
2007 5,278,708 7,265,682 2,495,201 5,220,394 4,975,108 12,750,828 37,985,921
2008 4,986,395 8,058,366 2,571,803 4,663,703 5,299,304 13,588,239 39,167,810
2009 3,777,486 1,693,512 1,364,783 74,680 3,081,289 7,087,356 17,079,106
2010 5,028,482 5,697,457 2,604,162 4,883,724 4,599,796 12,226,427 35,040,048
2011 5,095,221 7,604,595 2,625,659 4,969,039 5,591,721 13,047,915 38,934,150
2012 5,220,491 7,753,828 2,658,023 5,144,477 5,140,985 13,063,450 38,981,254
2013 5,081,692 7,312,252 2,645,243 4,956,740 3,776,603 13,448,911 37,221,441
2014 4,823,478 7,338,620 2,508,625 5,153,784 5,123,277 13,705,811 38,653,595
2015 3,011,800 7,760,305 2,490,099 1,702,877 4,168,373 11,491,695 30,625,149
2016 - 1,535,192 7,928,200 2,585,337 - 85,899 3,153,811 12,695,781 27,984,220
2017 - 4,622,710 7,456,883 2,592,807 - 4,466,520 5,162,815 13,418,112 37,719,847
2018 - 4,983,259 7,481,616 2,607,494 - 5,180,427 5,480,542 13,365,538 39,098,876
2019 - 5,079,821 7,180,256 2,556,397 - 5,120,108 5,024,544 12,128,617 37,089,743
Total 40,125,707 206,376,565 | 299,874,686 99,644,755 323,555,072 203,793,338 343,651,877 607,607,093 | 2,087,539,350
Note:

Numbers after 1986 do not include flux.
Beginning in 1990, all weights are dry.
Production Tax report tonnages are used.

1 Butler closed in 1986.
2 Erie sold to LTV in 1987. LTV closed in 2001.
3 Reserve closed in 1987.

(3/2020)
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