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Municipal Power Agency
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May 23, 2022

Will Seuffert - Executive Secretary
MN Public Utilities Commission
121 7" Place East

Suite 350

St. Paul, MN 55101

Re: IN THE MATTER OF SOUTHERN MINNESOTA MUNICIPAL POWER AGENCY’S
2022-2036 INTEGRATED RESOURCE PLAN: DOCKET NO. ET9/RP-21-782

Dear Mr. Seuffert:
The enclosed document contains Southern Minnesota Municipal Power Agency’s response to the
Minnesota Department of Commerce, Division of Energy Resources’ Information Requests 5-11 in the

above referenced docket.

This document has been filed by e-filing with Minnesota Public Utilities Commission on May 23, 2022,
as shown in the attached Certificate of Service.

If you have any questions, please contact me at (507) 292-6460.
Sincerely,

ek sd NELY

Mark S. Mitchell
Director of Operations and COO

Attachments
cc: Dave Geschwind

MSM:jh
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In the Matter of Southern Minnesota Municipal Power Agency’s 2022-2036 Resource Plan
Docket No. ET9/RP-21-782

Southern Minnesota Municipal Power Agency’s response to the Minnesota Department of
Commerce, Division of Energy Resources’ Information Requests 5-11

CERTIFICATE OF SERVICE

I, Joseph A. Hoffman, hereby certify that I have this day served a copy of the following, or a summary
thereof, on Will Seuffert and Sharon Ferguson by e-filing and First Class mail, and to all other persons on
the attached service list by electronic service or by First Class mail.

Dated this 23rd day of May, 2022

/s/ Joseph A. Hoffman

Joseph A. Hoffman

Director — Agency and Government Relations

Southern Minnesota Municipal Power Agency
507-292-6427
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Response of Southern Minnesota Municipal Power Agency
To
Minnesota Department of Commerce, Division of Energy Resources

Docket Number: ET9/RP-21-782

Information Request: #5

Date of Request: May 12, 2022

Date Response Due: May 23, 2022

Requestor: Chris Davis

Response Date: May 23, 2022

Response By: Mark S. Mitchell, Director of Operations & COO
Email Address: ms.mitchell@smmpa.org

Phone Number: 507-292-6460

Request 5:

The Department understands that the U.S. Environmental Protection Agency has recently proposed a
new rule targeting compliance with federal ozone air-quality standards that would require NOx
emission reductions in twenty-six “upwind” states, including Minnesota. The proposed EPA “Federal
Implementation Plan” would require Minnesota to participate in the emission allowance trading
system for Seasonal NOx allowances under the “good neighbor” or “interstate transport” provision of
the Clean Air Act by 2023 and meet new NOx emission limits by 2026. Does SMMPA agree with this
understanding? If not, why not?

SMMPA Response to Request 5: SMMPA agrees with the department’s understanding of the proposed
rule.



Response of Southern Minnesota Municipal Power Agency
To
Minnesota Department of Commerce, Division of Energy Resources

Docket Number: ET9/RP-21-782

Information Request: #6

Date of Request: May 12, 2022

Date Response Due: May 23, 2022

Requestor: Chris Davis

Response Date: May 23, 2022

Response By: Mark S. Mitchell, Director of Operations & COO
Email Address: ms.mitchell@smmpa.org

Phone Number: 507-292-6460

Request 6:

The Department understands that the proposed rule, among other things, would force existing coal
units that do not have specific emission reduction equipment for Oxides of Nitrogen (NOx) emissions
to install Selective Catalytic Reactors (SCRs) by 2026. Does SMMPA agree with this understanding? If
not, why not?

SMMPA Response to Request 6: SMMPA'’s understanding of the proposed FIP is that it does not require
the installation of an SCR, but that may be the practical effect. The FIP would provide a reduced
allowance allocation to a unit like Sherco 3 based on the assumption that an SCR is installed. Absent the
addition of an SCR, operating Sherco 3 with an allowance allocation calculated based on an assumed
emission rate of 0.05 Ib/mmBtu would significantly restrict the operation of the unit.



Response of Southern Minnesota Municipal Power Agency
To
Minnesota Department of Commerce, Division of Energy Resources

Docket Number: ET9/RP-21-782

Information Request: #7

Date of Request: May 12, 2022

Date Response Due: May 23, 2022

Requestor: Chris Davis

Response Date: May 23, 2022

Response By: Mark S. Mitchell, Director of Operations & COO
Email Address: ms.mitchell@smmpa.org

Phone Number: 507-292-6460

Request 7:

The Department understands that a minimum estimate of the cost of installation of Selective Catalytic
Reactors at a generic coal-fired power plant would be $11,000 per ton of NOx, or at least $100 million.
Does SMMPA agree with this understanding? If not, why not?

SMMPA Response to Request 7: SMMPA does not have a current estimate of the cost of a SCR unit on
the Sherco 3 facility co-owned with Xcel. However, based on an engineering estimate prepared several
years ago, we believe the cost will be well in excess of $100 million.



Response of Southern Minnesota Municipal Power Agency
To
Minnesota Department of Commerce, Division of Energy Resources

Docket Number: ET9/RP-21-782

Information Request: #8

Date of Request: May 12, 2022

Date Response Due: May 23, 2022

Requestor: Chris Davis

Response Date: May 23, 2022

Response By: Mark S. Mitchell, Director of Operations & COO
Email Address: ms.mitchell@smmpa.org

Phone Number: 507-292-6460

Request 8:

A. The Department understands that installation of Selective Catalytic Reactors (SCRs) would be
necessary at Sherco unit 3 by 2026. Does SMMPA, Xcel agree with this understanding? If not, why
not?

B. The Department understands that installation of SCRs would not be necessary at any other unit.
Does SMMPA agree with this understanding? If not, why not?

SMMPA Response to Request 8A: As stated in our response to Request 6, addition of an SCR is not
technically required by the proposed FIP, but without an SCR the operation of the unit would be
significantly reduced to stay below the allocated allowance budget. Even with the addition of an SCR,
operation would be limited as the proposed dynamic allowance budgeting reduces the allowance
budget over time.

SMMPA Response to Request 8B: SMMPA agrees with the department’s understanding that SCRs would
not be required at any other SMMPA generating units.



Response of Southern Minnesota Municipal Power Agency
To
Minnesota Department of Commerce, Division of Energy Resources

Docket Number: ET9/RP-21-782

Information Request: #9

Date of Request: May 12, 2022

Date Response Due: May 23, 2022

Requestor: Chris Davis

Response Date: May 23, 2022

Response By: Mark S. Mitchell, Director of Operations & COO
Email Address: ms.mitchell@smmpa.org

Phone Number: 507-292-6460

Request 9:

The Department understands that the rule does not have provisions exempting units planned for
retirement—specifically for units retiring between 2026 and 2035. Does SMMPA agree with this
understanding? If not, why not?

SMMPA Response to Request 9: SMMPA understands there is a proposed provision in the FIP that
would ease the backstop limit requirement through 2028 for units that would be retired by 2029.
Beyond that, we do not believe there are any other accommodations for units retiring in the 2026-2035
timeframe. We believe there should be flexibility to make accommodations for units that have
committed retirement dates, particularly when that commitment is documented in an enforceable state
or federal implementation plan related to other EPA rules.



Response of Southern Minnesota Municipal Power Agency
To
Minnesota Department of Commerce, Division of Energy Resources

Docket Number: ET9/RP-21-782

Information Request: #10

Date of Request: May 12, 2022

Date Response Due: May 23, 2022

Requestor: Chris Davis

Response Date: May 23, 2022

Response By: Mark S. Mitchell, Director of Operations & COO
Email Address: ms.mitchell@smmpa.org

Phone Number: 507-292-6460

Request 10:

Has SMMPA undertaken any analysis of the potential impact of U.S. EPA’s proposed rule? If so, please
provide a summary of the analysis and conclusions. If no analysis has been undertaken, please explain
why not.

SMMPA Response to Request 10:

SMMPA is coordinating review of the proposed FIP with Xcel to determine the potential impacts to
Sherco 3. Our understanding is that the EPA has assumed a 20-year amortization period for the costs of
installing SCRs in its evaluation of the economic impacts of the proposed rule. Given the planned 2030
retirement date for Sherco 3 and the FIP requirement to have an SCR installed by the 2026 ozone
season, the useful life over which to amortize the costs of a Sherco 3 SCR is only five years. Requiring an
investment well in excess of $100 million with a cost recovery period of five years would result in an
unacceptable cost burden on our members’ customers.

While Sherco 3 could operate without an SCR with a backstop limit of 0.14 Ib/mmBtu, we would likely
have to significantly limit the operation to maintain an average emission rate below the limit. While, in
theory, the proposed FIP includes an allowance trading program we could possibly utilize if we exceed
the backstop allowance limit, we believe the proposed dynamic budgeting and allowance bank cap will
create uncertainty and volatility in the market that will result in few, if any, allowances traded and at
prices that would be prohibitively expensive. Further, we believe the allowance surrender penalty of 3:1
if the backstop limit is exceeded is overly punitive.

SMMPA has significant concerns about the impact of the proposed FIP on its ability to provide reliable
and affordable capacity and energy to its members. Given the generating capacity shortfall in MISO as
identified in the recent capacity auction, we believe it would be extremely difficult to replace the



Agency’s 360 MW share of Sherco 3 and the associated energy production if the proposed FIP were to
result in limited operation of Sherco 3 or if the unit is forced to retire earlier than planned.



Response of Southern Minnesota Municipal Power Agency
To
Minnesota Department of Commerce, Division of Energy Resources

Docket Number: ET9/RP-21-782

Information Request: #11

Date of Request: May 12, 2022

Date Response Due: May 23, 2022

Requestor: Chris Davis

Response Date: May 23, 2022

Response By: Mark S. Mitchell, Director of Operations & COO
Email Address: ms.mitchell@smmpa.org

Phone Number: 507-292-6460

Request 11:

At what point in U.S. EPA’s rulemaking process would SMMPA file a notice of changed circumstances
pursuant to Minnesota Rules 7843.0500 in the most recent resource plan or an update in the current
resource plan?

SMMPA Response to Request 11: Given the uncertainty relating to many aspects of the proposed FIP,
SMMPA has not yet considered this to be a changed circumstance as it relates to the Agency’s IRP. At
this time, SMMPA has not established when in the EPA’s process that determination would be made.
SMMPA will continue to monitor the proposed FIP process and will provide required notifications to the
Commission.
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