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RE: PUBLIC Response Comments of the Minnesota Department of Commerce, Division of Energy 
Resources 
Docket No. E015/AA-22-216 

Dear Mr. Seuffert: 

The Minnesota Department of Commerce, Division of Energy Resources (Department) attached its 
PUBLIC response to reply comments of in the following matter: 

Minnesota Power’s Petition for Approval of the Annual Forecasted Fuel and Purchased 
Energy Rates for the Calendar Year 2023.  

Hillary A. Creurer, Regulatory Compliance Administrator for Minnesota Power, filed the Petition on 
May 2, 2022 and filed Reply Comments on August 31, 2022.  

The Department recommends the Minnesota Public Utilities Commission (Commission) accept 
Minnesota Power’s revised 2023 Fuel Forecast, with modifications.  

The Department is available to answer any questions the Commission may have. 

Sincerely, 

/s/ HOLLY SODERBECK /s/ NANCY CAMPBELL 
Financial Analyst Financial Analyst Coordinator 
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Before the Minnesota Public Utilities Commission 
 

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

Docket No. E015/AA-22-216 
 
I. BACKGROUND 
 
On May 2, 2022, Minnesota Power (the Company) filed its Annual Forecasted Fuel and Purchased 
Energy Rates (Fuel Report) for the calendar year 2023. Minnesota Power made its Fuel Report to 
comply with the decisions the Minnesota Public Utilities Commission (Commission) rendered in its June 
12, 2019 Order in Docket No. E999/CI-03-802 and in compliance with Minnesota Rules 7825.2800 to 
7825.2840 governing Automatic Adjustment of Charges.   
 
On June 30, 2022, the Minnesota Department of Commerce (Department) filed Comments, 
recommending the Commission accept Minnesota Power’s filing, subject to a subsequent true-up, with 
one exception. The Department requested Minnesota Power provide additional information in Reply 
Comments regarding: 
 

1. The 2023 forecast for planned and forced outage costs; and  
2. An estimate of the planning resource auction revenues it expects to receive during its 2023 FCA 

forecast period which covers January 2023 through December 2023.    
 
On August 31, 2022, the Company filed Reply Comments, providing an updated to its 2023 fuel and 
purchased energy (FPE) forecast. The Company provided the following main reasons for an updated 
2023 FPE forecast:  
 

The main driver for the revised 2023 FPE forecast is due to continued 
higher Midcontinent Independent System Operation (MISO) market 
pricing and the associated impacts on congestion costs between Company 
generation and load. Minnesota Power also anticipates an increase in 
generation from Boswell Energy Center due to higher MISO marketing 
pricing.1 

 
The Company proposes updating its website with the proposed revised FPE Forecasted rates by 
December 1, 2022 and will update its website with any changes the Commission orders.2  
 
The Company’s Reply Comments also included the additional information the Department requested.   
 
These Response to Reply Comments discuss the Company’s updated 2023 FPE forecast and requested 
additional information.   

 

1 Company Reply Comments, p. 2.  
2 Company Reply Comments, p. 7.  

https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7b30398680-0000-CF10-A157-F0912906D4FF%7d&documentTitle=20225-185443-01
https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7b10C94C6B-0000-C818-97CD-DFE911C313AE%7d&documentTitle=20196-153514-01
https://www.revisor.mn.gov/rules/7825/
https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7b90C7B581-0000-C034-89B3-E571A97C2CDE%7d&documentTitle=20226-187096-02
https://efiling.web.commerce.state.mn.us/edockets/searchDocuments.do?method=showPoup&documentId=%7b4012F582-0000-CF19-B47D-ACC7E837C219%7d&documentTitle=20228-188728-01
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II. COMPANY’S REPLY COMMENTS 
 

1. Proposed Monthly FPE Forecasted Rates 
 
Minnesota Power updated its 2023 FPE forecast, as the Department further discusses below. As a 
result of the updated forecast, the Company proposed to update the Company’s website with the 
revised FPE Forecasted rates by December 1, 2022. Minnesota Power stated it will submit a compliance 
filing with a redlined and clean version of the Fuel and Purchased Energy Rider Tariff sheets upon 
Commission approval.3  
 

2. 2023 Fuel and Purchased Energy (FPE) Forecast Update 
 
Minnesota Power’s forecasted FPE costs increased over 10% from $265,752,178 in the original forecast 
to $294,446,791 in the revised forecast.4 The following table provides a comparison between the 
original and revised forecasts.  
 

Table 1: Forecasted Fuel Cost Summary5 

2023 Forecasted Fuel 
Original 

Forecast 
Revised 

Forecast 
Percent 
Change 

Company's Generating Stations $148,359,504  $160,055,752  7.88% 
Plus: Purchased Energy $224,480,219  $212,741,108  -5.23% 
Plus: MISO Charges $48,576,079  $84,170,517  73.28% 
Less: MISO Schedules 16, 17, & 24 ($289,240) ($261,937) -9.44% 
Less: Fuel Cost Recovered through Inter System Sales $154,774,719  $161,604,379  4.41% 
Less: Costs Related to Solar $2,522,315  $2,522,315  0.00% 
Plus: Time of Generation and Solar Energy Adjustment $1,344,170  $1,344,170  0.00% 
Total Cost of Fuel $265,752,178  $294,446,791  10.80% 
Total Fuel Clause Sales (GWh)            8,978.1              8,815.4  -1.81% 
Average Cost of Fuel (₵/kWh) 2.961 3.349 13.10% 

 
MISO Charges increased over 73% in the Company’s revised forecast when compared to the original 
forecast.  Additionally, the Company’s generating stations increased almost 8% in the revised forecast 
compared to the original forecast, although offset by the 5% decrease in purchased energy.  
 
The Company provided the increased MISO Costs is mainly driven by changes in the Locational Margin 
Price (LMP) forecast, and market prices including associated impacts on congestion between the 
Company’s generation and load. The Company provided the Auction Revenue Rights (ARR) credits 
increased, helping to reduce the increased LMP forecast. The Company uses the ARRs to mitigate MISO 

 

3 Company Reply Comments, p. 7.  
4 Company Reply Comments, p. 3, Table 1. (Revised Forecast $294,446,791 - Original Forecast $265,752,178) / Original 
Forecast $265,752,178 = 10.8%.  
5 Company Reply Comments, p. 3, Table 1. 
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costs for customers. The ARR credit increased from [TRADE SECRET DATA HAS BEEN EXCISED] in the 
Company’s updated forecast.6  
 
The company’s average market price (LMP) forecast increased to [TRADE SECRET DATA HAS BEEN 
EXCISED] ($/MWh) in the revised forecast, up from [TRADE SECRET DATA HAS BEEN EXCISED] 
($/MWh) in the original forecast, resulting in a [TRADE SECRET DATA HAS BEEN EXCISED].7 
 

i. Sales Forecast 
 

The Company’s revised 2023 forecast also shows a decrease in forecasted total fuel clause sales.  The 
increase in forecasted fuel costs discussed above and the slight decrease in forecasted fuel clause sales 
results in an overall increase in average cost of fuel of 13%. The Company’s average cost of fuel in 2021 
was 3.459 (₵/kWh) and the 2019-2021 average was 2.777 (₵/kWh).8  The following table compares the 
Company’s original and revised sales forecasts.  
 

Table 2: Sales Forecast Summary9 
2023 Forecasted Sales (GWh) Original Forecast Revised Forecast Percent Change 
Total Sales of Electricity           13,594,358            13,212,639  -2.81% 

Residential              1,036,816              1,043,077  0.60% 
Commercial              1,195,779              1,232,760  3.09% 
LP Taconite              4,231,901              4,042,289  -4.48% 
LP Paper and Pulp                 600,104                  600,104  0.00% 
LP Pipeline                 309,481                  309,481  0.00% 
Other Misc.                 334,745                  333,726  -0.30% 
Municipals              1,326,588              1,311,330  -1.15% 
Inter System Sales              4,558,944              4,339,872  -4.81% 

Less: Inter System Sales              4,558,944              4,339,871  -4.81% 
Customer Intersystem Sales                 844,414                  755,606  -10.52% 
Market Sales              3,712,057              3,581,792  -3.51% 
Station Service                      2,473                      2,473  0.00% 
Sales due to Retail Loss of Load                            -                               -     

Less: Solar Generation & Purchases                   57,323                    57,323  0.00% 
Total Fuel Clause Sales              8,978,091              8,815,445  -1.81% 

 
The Company’s total fuel clause sales decreased 1.81% in its revised forecast compared to the original 
forecast.  
 

The Company provided the lowered forecast in LP Taconite sales reflects its current 2023 steel and 
taconite industry expectations. The Company stated, “Since the time MP filed its initial forecast in May 
2022, U.S. hot rolled band steel prices have fallen 45%,”10 which resulted in U.S. steelmakers reducing 

 

6 Department Attachment 1, Minnesota Power’s response to Department Information Request No. 20.  
7 Company Reply Comments, p. 4.  
8 Department Comments, p. 8.  
9 Company Reply Comments, p. 3.  
10 Department Attachment 2, Minnesota Power’s response to Department Information Request No. 21. 
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production. Also, Minnesota Power noted European steel capacity has also idled, limiting Minnesota 
taconite pellet producers’ ability to market their excess capacity.11  
 

ii. Annual Auction Revenue Rights (ARR) 
 

At the time of the Company’s initial filing, the Annual ARR Allocation was not completed. The Company 
revised its annual allocation for January through December 2023 based on actual allocations from the 
most recent annual ARR Allocation for Planning Year 22/23. The following table provides a comparison 
of the original and revised 2023 Estimated Annual ARR Allocation. The Company’s revised ARR forecast 
by source is in the top line of the row, and the Company’s Original ARR forecast is in italics directly 
below in the same row, by source.  
 

Table 3: 2023 Estimated Annual Allocation12 

  Winter         
(Jan-Feb) Spring Summer Fall Winter (Dec) 

Source Sink On 
Peak 

Off 
Peak 

On 
Peak 

Off 
Peak 

On 
Peak 

Off 
Peak 

On 
Peak 

Off 
Peak 

On 
Peak 

Off 
Peak 

 
MHEB  

[TRADE SECRET DATA HAS BEEN EXCISED] 

Original forecast 
MP.BISON1 
Original forecast 
MP.BLNCHR123 
Original forecast 
MP.BOS233 
Original forecast 
MP.MP_BOS4 
Original forecast 
MP.HIBBAR4 
Original forecast 
MP.HVDCE 
Original forecast 
MP.THOMSON 
Original forecast 
MP.FONDLA1 
Original forecast 
MP.OLIVER12 
Original forecast 

 

 

11 Department Attachment 2, Minnesota Power’s response to Department Information Request No. 21.  
12 Company Reply Comments, Attachment 4, p. 2 for Revised Estimate and Petition, Attachment 4, p. 2 for Original 
Estimate.  
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In its original forecast, the Company estimated 2023 annual allocations based on actual allocations 
from the previous year.13 In its revised forecast, the Company provided 2023 estimated annual 
allocations based on actual allocations from the most recent annual ARR Allocation for Planning Year 
22/23.14 
 

iii. Outage Costs 
 
The Company’s revised 2023 FPE Forecast also included updates to its Outage costs. The Company 
[TRADE SECRET DATA HAS BEEN EXCISED] its planned outage for Boswell Unit 4 from [TRADE SECRET 
DATA HAS BEEN EXCISED].15 The Company provided it extended the planned outage to accommodate 
replacement of all air heater baskets after a routine air heater inspection identified baskets that are 
beyond their normal expected life showing excessive wear or were broken.16  
 
The Company also revised its equivalent unplanned outage factor from 7.2% to 7.55% for Boswell Unit 
3 and from 6.8% to 8.39% for Boswell Unit 4.17  
 
The Department reviewed the Company’s revised Annual Forecast of Automatic Adjustment Charges 
for the period of January 2023 through December 2023 (2023 FPE). Based on the Department’s review 
of Minnesota Power’s reply comments and responses to Department information requests, we find 
Minnesota Power’s revised forecast to be reasonable. The Department notes that all differences 
between forecasted and actual revenues and expenses are subject to true-up which will occur in 
Minnesota Power’s 2023 true-up filing. 
 

3. 2023 Forecast for Planned and Forced Outage Costs 
 
In its Comments, the Department requested the Company address differences between forecasted and 
actual Planned Outage incremental costs for 2020 and 2021. The following table provides the 
forecasted and actual costs.  

Table 4: Comparison of Forecast and Actual 
Planned Outage Incremental Costs18 

Incremental Costs 2020 2021 
Forecasted $3,441,487  ($2,869,832) 
Actual ($293,246) $6,415,192  
Difference $3,734,733  $9,285,025  

 

13 Petition, Attachment 4, p. 2.  
14 Company Reply Comments, Attachment 4, p. 2.  
15 Company Reply Comments, p. 5. 
16 Department Attachment 3, Minnesota Power’s response to Department Information Request No. 22.  
17 Company Reply Comments, p. 5.  
18 Department Comments, Table 9, p. 13.  
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In its Reply Comments, the Company stated, “The difference in the 2020 incremental costs is due to a 
major planned outage at Boswell Unit 4, which was originally planned for the spring of 2020, but was 
postponed until the spring of 2021.”19 The Company also noted decreased LMPs in 2020 due to the 
pandemic, which decreased the purchase price of replacement power. The average forecasted 
purchase price for 2020 was $25.85 and actuals were $18.03 per MWh.20 
 
The Company noted increases in LMP in 2021 compared to its forecast. The actual average purchase 
price during outages in 2021 was $32.45, compared to the forecast of $19.98 per MWh.21  
 
The Department considers Minnesota Power’s response to be reasonable and does not have further 
questions at this time regarding the Company’s explanation regarding the difference between 
forecasted and actual planned outage incremental costs.  
 

4. Planning Resource Auction Revenues, January 2023 through December 2023 
 
In its Comments, the Department noted the importance of returning planning resource auction (PRA) 
revenues to ratepayers who pay for capacity costs (utilities’ plant costs and purchased capacity) 
through either base rates in rate cases or in FCAs.22 The Department requested the Company provide 
an estimate of PRA revenues and recalculated FCA/PRA rates the Company expects to receive during 
its 2023 FCA Forecast period, covering January 2023 through December 2023.  
 
In its Reply Comments, the Company provided its original 2023 FPE Forecast included approximately 
$3.8 million of PRA revenue from January through May 2023, resulting from known MISO PRA results. 
The Company stated Minnesota Power assumes no open capacity position from June through 
December 2023 and therefore, it did not include PRA revenue in its revised 2023 FPE Forecast. The 
Company provided its projected capacity position being close to zero at the time of filing. The 
Company stated:  
 

After Minnesota Power prepared the FAC forecast update, submitted on 
August 31, 2022, FERC approved MISO’s seasonal resource adequacy 
construct proposal. Minnesota Power anticipates the actual capacity 
position will likely change again given the new seasonal construct and 
Seasonal Adjusted Capacity (SAC) methodology for thermal resources. 
Although Minnesota Power’s final position will not be known until the end 
of December at the earliest, Minnesota Power is seeing indications there 
will be changes to its capacity position.23 

 

19 Company Reply Comments, p. 6.  
20 Company Reply Comments, p. 6.  
21 Company Reply Comments, p. 6.  
22 Department Comments, p. 16.  
23 Department Attachment 4, Minnesota Power’s response to Department Information Request No. 23. 
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Given the difficulty in forecasting and the fact that Minnesota Power’s capacity position is likely to 
change as is currently forecasted, the Department recommends the Commission require Minnesota 
Power to annualize its known PRA revenue for January through May 2023 and apply the result in its 
2023 FPE Forecast. The monthly PRA revenue for January through May 2023 is $0.76 million,24 which 
results in an annualized PRA revenue for January through December 2023 of $9.12 million.25  As a 
result, the Department recommends a $5.32 million ($9.12 million less $3.8 million) increase in PRA 
revenue for the 2023 FCA forecast. The Department notes the Company’s available resources have not 
changed, and its overall sales forecast has decreased slightly, indicating the Company may be able to 
make similar capacity sales in the upcoming MISO capacity auction.   
 
III. RECOMMENDATIONS 
 
The Department recommends the Commission: 
 

• Accept Minnesota Power’s revised Annual Forecast of Automatic Adjustment Charges for the 
period of January 2023 through December 2023, provided an adjustment of $5.32 million for 
annualized PRA revenue is included and subject to a subsequent true-up. 
 

• Require Minnesota Power file a compliance filing with a redlined and clean version of the Fuel 
and Purchased Energy Rider Tariff sheet upon Commission approval. 

 
The Department is available to answer any questions the Commission may have.  

 

24 $3.8 million PRA Revenue for five months (Jan – May 2023) is an average monthly revenue of $0.76 million.  
25 Average monthly revenue of $0.76 million multiplied by 12 months is $9.12 million.  
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SEND RESPONSE VIA EMAIL TO: Utility.Discovery@state.mn.us as well as the assigned analyst(s). 
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Email Address: nelling@mnpower.com 
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Request Number: 20 
Topic: Auction Revenue Rights/MISO Costs  
Reference(s): Minnesota Power Reply Comments and Revised 2023 FPE Forecast Update 

Request: 

A. Please explain and provide support for the Auction Revenue Rights (ARRs) increasing costs
as discussed on page 4 in Sections C and D of the revised forecast.

B. Please explain what the Company is doing to mitigate MISO Costs, including use of ARRs.

Responses: 

A. Minnesota Power inadvertently made it seem that ARR were a cause for an increase in
MISO costs.  As a whole Minnesota Power’s MISO Costs are increasing mainly due to
Locational Margin Price (“LMP”) forecast; however, these LMP costs are off-set by the
increase in ARR benefit.  ARRs are used to help mitigate MISO costs for customers.  The
ARR values were updated to reflect the actual auction clearing values.  As noted on
Attachment 3 page 28, in the Congestion, FTRs & ARRs section, the ARR credit increased
from [TRADE SECRET DATA BEGINS  TRADE SECRET DATA
ENDS].

B. Minnesota Power utilizes ARRs to help mitigate MISO costs for customers. The Company
converts the majority of its ARR paths to FTRs through the Annual ARR/FTR nomination and
allocation process so that they can be used in the daily markets. The conversion of ARRs to
FTRs also allows Minnesota Power to help mitigate MISO costs as they fluctuate from
month to month.  In addition to the nomination and allocation process, Minnesota Power
also participates in the Annual and Monthly FTR auctions in an effort to help mitigate MISO

Docket No. E015/AA-22-216 
Department Attachment No. 1 

Page  1 of 2
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costs on paths that MP does not have ARRs on.  Minnesota Power also actively participates 
in MISO’s Reserved Source Point (RSP) process, where the attempt is made to better align 
existing ARRs on generation to load paths that MP has to serve load. Minnesota Power has 
participated and will continue to participate in the MISO ARR/FTR Stakeholder Engagement 
Sessions hosted by London Economics, which evaluates the strengths and weaknesses of 
the ARR/FTR process. 
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Request Number: 21 
Topic: LP Taconite Forecasted Sales  
Reference(s): Minnesota Power Reply Comments and Revised 2023 FPE Forecast Update 

Request: 

A. Please explain and provide support for the decrease in forecasted sales for LP Taconite as
shown in the Company’s Table 2 in the revised forecast.

Responses: 

MP lowered its forecasted LP Taconite sales to reflect its current 2023 steel and taconite industry 
expectations. Since the time MP filed its initial forecast in May 2022, U.S. hot rolled band steel prices 
have fallen 45%1. In response to market conditions and lower prices U.S. steelmakers are reducing 
production, as evidenced by US Steel’s recent announcement to temporarily idle its Gary #8 blast 
furnace2 and steel capacity utilization decreasing from 81.7% for the week ending April 23, 2022 to 
78.2%3 for the week ending September 10, 2022. Additionally, Minnesota taconite producers are 
subject to the volatility in the seaborne pellet market. Due to the decreased steel demand and rising 
energy costs in Europe, a significant portion of European steel capacity has been idled. This idled 
production will reduce opportunities for Minnesota taconite pellet producers to market their excess 
capacity. 

1 http://steelbenchmarker.com/history.pdf 
2 https://investors.ussteel.com/news/news-details/2022/United-States-Steel-Corporation-Provides-Third-Quarter-
2022-Guidance/default.aspx 
3 https://www.steel.org/industry-data/ 
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Request Number: 22 
Topic: Planned outage for Boswell Unit 4  
Reference(s): Minnesota Power Reply Comments and Revised 2023 FPE Forecast Update 

Request: 

A. Please explain and provide support for the revised forecast for planned outage days for
Boswell Unit 4 as discussed on page 4 in Section E.

Responses: 

A. The fall 2023 Boswell Unit 4 outage was originally planned for 18 days, however it was
deemed necessary to extend the outage to 30 days to accommodate replacement of all air
heater baskets. A routine spring 2022 air heater inspection identified there were baskets
that were well beyond their normal expected life that either showed excessive wear or
were broken. Therefore it was determined necessary to replace all four layers of the baskets 
in 2023 rather than one or two layers that are more typically replaced at a time. Given the
labor intensive nature of this work, it is necessary to extend the duration of the outage to
30 days.
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Request Number: 23 
Topic: PRA Revenue  
Reference(s): Minnesota Power Reply Comments and Revised 2023 FPE Forecast Update 

Request: 

A. Please explain and provide support for Minnesota Power’s assumption that it will have no
open capacity position from June through December 2023 as discussed on page 6 in Section
B of the revised forecast.

Responses: 

A. For the updated FAC forecast Minnesota Power updated its capacity position based on its
latest assumptions and also took into consideration the uncertainty with MISO’s proposed
seasonal construct.  The projected capacity position results at the time of filing showed
Minnesota Power’s capacity position being close to zero.

After Minnesota Power prepared the FAC forecast update, submitted on August 31, 2022,
FERC approved MISO’s seasonal resource adequacy construct proposal. Minnesota Power
anticipates the actual capacity position will likely change again given the new seasonal
construct and Seasonal Adjusted Capacity (SAC) methodology for thermal resources.
Although Minnesota Power’s final position will not be known until the end of December
at the earliest, Minnesota Power is seeing indications there will be changes to its capacity
position.  For example, at the September 6, 2022 Loss of Load Working Group meeting
MISO presented preliminary seasonal Planning Reserve Margins (PRM), which showed a
25.5% PRM requirement for winter season (prior planning year PRM was 8.7%).
Adjustments to Minnesota Power’s capacity position and any capacity surplus revenue
would be reflected in any future true-up filings for the 2023 Fuel Adjustment Clause if
found to be material and exceeds the 5% threshold. As a note, any needed capacity
purchase costs are not currently included in Minnesota Power’s Fuel Adjustment Clause.
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