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STATE OF MINNESOTA
BEFORE THE
MINNESOTA PUBLIC UTILITIES COMMISSION

In the Matter of the Petition for Approval of Minnesota Docket No. EO15/M-18-735
Power’s Industrial Demand Response Product

MINNESOTA POWER

SUPPLEMENTAL COMMENTS

I. INTRODUCTION

Both prior to and since submitting its initial petition for approval of a proposed Demand
Response (“DR”) product for its largest industrial customers in late 2018, Minnesota Power (or,
“the Company”) has engaged customers and interested parties and made adjustments to the
proposed product based on stakeholder feedback. Minnesota Power is requesting approval of a
product that would represent the first DR program in the state of Minnesota to include an economic
curtailment option, and is a foundational product for a future grid that is more dynamic and utilizes
customer resources to maintain overall reliability and affordability. The Company’s proposed DR
product will leverage the largest amount of industrial DR capability in the state and is innovative,

forward looking and responsive to customer interest.

Minnesota Power submits these brief comments in response to the Department of
Commerce’s (“Department”) Reply Comments submitted on April 25, 2019. Specifically, the
Company notes three areas of agreement with the Department’s recommendations: on the proposal
to limit participant manipulation, the $5/MWh adder for the buy through of events, and

justification for cost recovery of the physical interruptible energy credit.

II. DEPARTMENT OF COMMERCE APRIL 25, 2019 RESPONSE COMMENTS

First, Minnesota Power would like to reiterate that due to the unique scale and nature of its
large industrial customers, a current cost recovery rider is the most appropriate method of cost
recovery for this innovative program. A cost recovery rider was explicitly stated in both of the

Commission’s orders directing the Company to develop a DR program, and known cost allocation



methodologies and current cost recovery will provide customers the information they need to make
the business decision of whether to participate in the program or not. Without knowing what costs
are to be allocated to them and when, it would be difficult for customers to evaluate both the

benefits and the costs to participate.
Next, the Company addresses the following issues raised by the Department:

A. The Proposal to Limit Participant Manipulation;
B. $5/MWH Adder For the Buy Through of Events;
C. Physical Interruptible Energy Credit Justification.

A. Proposal to Limit Participant Manipulation

In the April 25, 2019 comments the Department agreed with the recommendation from the
Citizens Utility Board (“CUB”) to use a longer time period of non-event days (specifically, five
non-event business days) to set an average firm load. CUB noted that it was concerned that “by
giving customers advance notification of an event and allowing those customers to take the average
of four hours before interruption begins allows for time to manipulate their demand to increase the

amount of curtailable load, increasing the incentive those customers can earn.”

While Minnesota Power is not concerned that its participating large industrial customers
will intentionally manipulate the program for higher incentives, the Company can support this
programmatic change. Minnesota Power would note that the operational realities of ramping up
large industrial operations like mining and paper production have financial, safety and operational
business risks that customers are unlikely to take for a small financial benefit in their demand
response program compensation on their electric bill. However, the Company is willing to adjust

the program to reflect the average of five non-event business days.

B. $5/MWH Adder for the Buy Through of Events

In Response Comments, the Department noted it did not agree with Minnesota Power’s
proposition to include a $5/MWh adder for customers that choose to buy through interruptions.
The initial intent was for the $5/MWh adder to be retained by the Company to account for the
fixed costs included in the Large Power firm energy rate and that the adder would become a

revenue credit to benefit customers in a future rate case.



While the Company maintains the proposition to retain the $5/MWh adder is appropriate
and would represent a benefit to customers in the next rate case, it is agreeable to revising the
program proposal to allow the $5/MWh adder to be returned to Minnesota Power’s customers to

offset some of the costs of the program.

C. Physical Interruptible Energy Credit Justification

In regards to the $30/MWh Physical Interruptible Energy Credit, the Department noted in
its Response comments that while “it might make sense to recover these costs through the FPE
rider, the Company has not requested a rule variance.” The Department continued, “No party has
requested a variance of these rules for this recovery the Department recommends that the
Commission deny recovery of the physical interruptible energy credit through the FPE Rider.

Instead, a separate rider would be required.”

Minnesota Power did not request a variance to the FPE Rider because it did not believe
one to be necessary, but is agreeable to the Department’s suggestion to recover the physical

interruptible energy credit through a separate rider.

IV. CONCLUSION

As stated previously in this docket, Minnesota Power took a customer-focused approach to
designing this first-of-its-kind DR product. The Company heard from its largest industrial
customers that they were interested in a program like this, and worked collaboratively with both
customers and other interested stakeholders to thoughtfully design this program. The Company
conducted intentional outreach prior to and after the submission of the initial petition last fall, and
held two different stakeholder workshops in Duluth to gather input. Finally, as noted in these
comments, Minnesota Power is agreeable to suggestions from the Department to improve this

product.

Minnesota Power is proud of this innovative product, which captures the largest amount of
industrial customer DR in the state, and is a product built in collaboration with those customers
who have the energy resource to offer the broader system. In a future with increasing renewable

generation on the electric system, programs that incentivize and encourage demand side flexibility



like this industrial customer DR product are essential tools to maintain reliability and affordability
for all customers in an increasingly dynamic grid. This forward looking program will encourage
customer commitment to provide demand response for a decade-long period, supporting system
planning during a period of increasing change. As noted in comments from the Large Power
Intervenor Group, industrial customers participating in this program are taking their own business
risks. As Minnesota Power, and its customers, continue moving forward towards a cleaner energy
future, products that encourage activities like DR will be critical in effectuating the evolving

energy policy of the state of Minnesota.

Dated: June 28, 2019 Respectfully,

Gl

Jennifer J. Peterson

Manager, Regulatory Strategy & Policy
Minnesota Power

30 West Superior Street

Duluth, MN 55802

(218) 355-3202
jipeterson@mnpower.com



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

Jodi Nash of the City of Duluth, County of St. Louis, State of Minnesota, says that on the
28™ day of June, 2019, she served Minnesota Power’s Supplemental Comments in Docket No.
E015/M-18-735 on the Minnesota Public Utilities Commission and the Office of Energy Security
via electronic filing. The persons on E-Docket’s Official Service List for this Docket were served

as requested.
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