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April 1, 2020 PUBLIC DOCUMENT 
 
 

Will Seuffert 
Executive Secretary 
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
Saint Paul, Minnesota 55101-2147 
 
RE: PUBLIC Comments of the Minnesota Department of Commerce, Division of Energy Resources 

Docket No. E002/M-19-809 
 
Dear Mr. Seuffert: 
 
Attached are the PUBLIC Comments of the Minnesota Department of Commerce, Division of Energy Resources 
(Department), in the following matter: 
 

Petition for Approval of a Plan to Offer Generating Resources into the MISO Market on a 
Seasonal Basis. 

 
The Petition was filed on December 20, 2019 by: 
 

Al Krug 
Associate Vice President, State Regulatory Policy 
Northern States Power, d/b/a Xcel Energy 
414 Nicollet Mall, 401 - 7th Floor 
Minneapolis, MN 55401 

 
The Department appreciates that Xcel Energy has been exploring ways to minimize fuel costs and reduce use of 
its most carbon-intensive resources.  Given that Xcel already has adequate leeway as to its strategies for bidding 
resources into the wholesale energy market of the Midcontinent Independent System Operator, the 
Department recommends that the Minnesota Public Utilities Commission (Commission) take no action on the 
proposed Unit Commitment Plan.   
 
Further, since the true-up of Xcel’s fuel clause adjustment will be addressed in another proceeding, the 
Department recommends that the Commission either deny or take no action on Xcel’s proposed true-up 
proposal.  The Department is available to answer any questions that the Commission may have in this matter. 
 
Sincerely, 
 
 
/s/ STEVE RAKOW /s/ MARK JOHNSON 
Analyst Coordinator Analyst Coordinator 
 
SR/MJ/ja 
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Before the Minnesota Public Utilities Commission 
 

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

 
Docket No. E002/M-19-809 

 
 

I. INTRODUCTION AND SUMMARY OF PROPOSAL 
 
On December 20, 2019 Northern States Power Company, doing business as Xcel Energy (Xcel or the 
Company) filed the Company’s Petition for Approval of a Plan to Offer Generating Resources into the 
MISO Market on a Seasonal Basis (Petition).  The Petition requests certain approvals from the 
Minnesota Public Utilities Commission (Commission) related to Xcel’s plan to offer the Allen S. King 
Generating Station (King) and Sherburne County Generating Station Unit 2 (Sherco 2) into the 
Midcontinent Independent System Operator, Inc. (MISO) energy markets on a seasonal basis.   
 
Specifically, Xcel requests that the Commission approve Xcel: 
 

• offering King on a seasonal basis beginning as soon as March 1, 2020; 
• offering Sherco 2 on a seasonal basis beginning September 1, 2020; and 
• trueing-up 2020 fuel costs that may differ from Xcel’s initial 2020 fuel forecast in Docket No. 

E002/AA-19-293 to reflect the change in commitment of King and Sherco 2. 
 
Xcel indicated that offering King and Sherco 2 on a seasonal basis (referred to as Xcel’s “Unit 
Commitment Plan”) would provide additional certainty for operations, opportunities for operations 
and maintenance cost and capital expenditure savings, and reduced carbon emissions. 
 
On January 10, 2020 the Commission issued its Notice of Comment Period (Notice).  The Notice 
provided due dates for comments and indicated that the following topics are open for comment: 
 

• Is Xcel’s plan to offer these generators on the MISO market economic and in the public 
interest? 

• How does Xcel’s plan relate to the self-commitment and self-scheduling of large baseload 
generation facilities investigation in Docket No. E-999/CI-19-704? 

• Is Xcel’s request for preapproval to true-up 2020 fuel costs that differ from its initial 2020 
fuel forecast as approved in Docket No. E-002/AA-19-293 reasonable? 

• Are there other issues or concerns related to this matter? 
 
Below are the Department’s comments regarding the topics identified by the Notice. 
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II. DEPARTMENT ANALYSIS 
 
Overall, the Department supports Xcel’s efforts to reduce costs and carbon emissions.  Yet, as 
evidenced by the fact that the Company has already changed the way it bids its coal-fired generation 
facilities into the energy market administered by the Midcontinent System Operator (MISO), overall 
the Department concludes that the Commission need take no action on Xcel’s request to change its bid 
strategy again.   
 
Specifically, Xcel changed its bidding strategy from use of a “must-run” bid to an economic bid.  The 
Department explains below how this approach is expected to reduce Xcel’s energy costs.  Further, 
since this approach has already reduced the extent to which MISO calls on the less economic coal 
facilities to operate, this approach is expected to reduce carbon emissions as well.   
 
Moreover, Xcel is already required to operate its system efficiently.  Thus, there is no need for the 
Commission to advise the Company on how to operate its system.  Further, doing so may cause undue 
confusion and complexities under differing jurisdictions.   
 
MISO is subject to the jurisdiction of the Federal Energy Regulatory Commission (FERC) and must abide 
by FERC’s various regulations.  Xcel, as a participant in the MISO energy market, must abide by MISO’s 
rules that are subject to FERC’s jurisdiction.  Given that the Company is fully aware of its federal, state 
and local regulatory requirements and is capable of and compensated for meeting them, the 
Department recommends that the Commission avoid adding further complexity in directing Xcel’s 
operations. 
 

A. GOVERNING STATUTES AND RULES 
 
Minnesota Rules 7825.2390 states that “When a utility proposes new or revised electric energy or 
purchased gas adjustment provisions, the proposal is considered a change in rates and must be 
reviewed according to Commission rules and practices relating to utility rate changes.”  Since Xcel is 
proposing to change the Company’s fuel cost true-up (i.e., receive pre-approval to true up any 
deviation between fuel costs incurred and fuel costs recovered), under Minnesota Rules 7825.2390 the 
Petition constitutes a proposal to revise electric energy adjustment provisions and must therefore be 
decided by the Commission. 
 
The statutory authority for Minnesota Rules 7825.2390 includes Minnesota Statutes §§ 216B.03 and 
216B.16.  Regarding the Commission’s determination: 
 

• Minnesota Statutes §216B.03 states: 
o “To the maximum reasonable extent, the Commission shall set rates to encourage 

energy conservation and renewable energy use” and 
o “Any doubt as to reasonableness should be resolved in favor of the consumer”  

• Minnesota Statutes §216B.16 states: 
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o “The burden of proof to show that the rate change is just and reasonable shall be 
upon the public utility seeking the change” and 

o “The Commission, in the exercise of its powers under this chapter to determine just 
and reasonable rates for public utilities, shall give due consideration to the public 
need for adequate, efficient, and reasonable service and to the need of the public 
utility for revenue sufficient to enable it to meet the cost of furnishing the service” 

 
Under Minnesota Rules, the Petition falls within the definition of a “miscellaneous” filing under 
Minnesota Rules 7829.0100, subp. 11 since no determination of Xcel’s revenue requirement is 
necessary.  Minnesota Rules part 7829.1300 contains the completeness requirements for 
miscellaneous filings.  The Department reviewed the Petition for compliance with the completeness 
requirements of Minnesota Rules and concludes that the Petition is substantially complete.1 
 

B. IS XCEL’S PLAN IN THE PUBLIC INTEREST 
 
The Notice indicates that the first topic open for comment is “Is Xcel’s plan to offer these generators 
on the MISO market economic and in the public interest?” 
 
The Petition discusses three commitment strategies available for Xcel’s King and Sherco 2 units: 
 

1. continue with the standard practice, use a must-run2 commitment strategy; 
2. switch to use of an economic commitment strategy; and 
3. switch to use of a seasonal3 commitment strategy. 

 
Xcel’s proposal is to switch to a seasonal strategy.  At a high level, the Department observes the 
following: 
 

• Using an economic commitment strategy (2 above) is expected to be more cost-effective 
than a must-run strategy (1), and 

• Xcel’s proposed seasonal strategy (3) cannot represent the most economic path.   
 
Using an economic commitment strategy means that, if the generation facility is more expensive than 
the highest-cost resource needed to meet demand, MISO will not select the facility to operate.    

                                                           

1 The only item missing was the electronic address of the utility employee responsible for the filing. 
2 Under a commit status of “must run” in the MISO energy market, each unit runs at its minimum operating limit or higher.  
In addition, “must run” disqualifies a unit from receiving make-whole payments if market prices are not sufficient to cover 
the unit’s variable production costs. The unit remains available for economic dispatch between the minimum and maximum 
output levels. 
3 The Company defines seasonal commitment as idling the plants during “shoulder” months of March to May and 
September to November.  In the remaining months the unit is offered on an economic basis. 
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However, if the facility is less expensive than the highest-cost resource needed to meet demand, MISO 
will order the facility to operate.  A must-run strategy, by contrast, means that the utility tells MISO 
that the plant must operate whether or not it is cost-effective.   
 
Thus, using an economic commitment strategy clearly results in lower energy costs than a must-run 
strategy.  The utility serves its customers using the lowest cost resources, whether those resources 
belong to the utility or to another entity bidding into the MISO market.  
 
The seasonal strategy, by contrast, does not represent the most economic path, because a seasonal 
strategy merely turns the must-run strategy on its head.  Under a seasonal strategy, units are forced 
out of the market rather than being forced into the market as under the must-run strategy.  However, 
the differences between these approaches depends on the economics of the resources. 
 
These expectations are demonstrated by Tables 2 and 3 of the Petition.  Assuming that Xcel’s estimates 
are correct, Table 2 shows that the economic commitment strategy should result in substantially lower 
fuel costs than the must-run strategy, with potential savings ranging from $9.23 million to $28.8 million 
under Xcel’s assumed base MISO energy rate (locational marginal price, or LMP) and, even under 
assumed high MISO energy rates, savings of the economic strategy range from $4.7 million to $15 
million.   
 
Xcel estimates that the seasonal dispatch strategy would similarly decreases costs compared to the 
must-run strategy.  As shown in Table A below, Xcel’s estimated figures in Table 3 compared to Table 2, 
indicates that the seasonal strategy would also result in substantially lower costs than the must-run 
strategy, ranging from $8.6 million to $28.6 million under Xcel’s assumed base MISO LMP and savings 
of $3.6 million to $14.3 million under the high LMP:4  
 

Table A:  Potential Fuel-Clause Impacts of Seasonal Economic Commitment Plan vs  
Must-Commit for King and Sherco 2 ($000) 

 
Base LMP 

($8,630) ($18,935) ($28,642) ($22,911) 
High LMP 

($3,609) ($8,623) ($14,288) ($9,599) 
 
Finally, as suggested by the information above, Table 3 in the Petition indicates that, while Xcel’s 
estimated savings under the economic and seasonal strategies are close in cost, the seasonal strategy 
usually results in slightly higher costs than the economic strategy.  Specifically, under the base MISO 
LMP, the seasonal dispatch strategy could cost between $0.1 million to $0.6 million more in years 2020 
through 2022, but save $0.2 million in 2023.  Under a high MISO LMP, the seasonal dispatch strategy is  
  

                                                           

4 The figures in Table A sum the figures in Tables 2 and 3 of the Petition. 
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estimated to cost between $0.4 million and $1.1 million more than the economic commitment 
strategy. 
 
Regarding Table 3, the remaining questions are: 
 

1. Is the cost difference between the economic and seasonal strategies meaningful? 
2. If so, what is being purchased by the higher costs of the seasonal strategy? 

 
Regarding the first question, the Department lacks experience running the PLEXOS resource dispatch 
model and therefore cannot state with any degree of certainty how sensitive PLEXOS’s outputs are to 
changes in inputs.5  However, Xcel’s Table 3 shows that: 
 

• in 2020 the change in LMPs from base to high [TRADE SECRET DATA HAS BEEN EXCISED] results 
in a change of $470,000 (in terms of the gap between the seasonal and economic strategies); 
and 

• in 2021 the change in LMPs from base to high [TRADE SECRET DATA HAS BEEN EXCISED] results 
in a change of $307,000.   

 
For comparison purposes, in the last 5 years the highest annual average real time LMP at the 
Minnesota hub was $26.57 in 2018 while the lowest annual average real time LMP at the Minnesota 
hub was $20.54 in 2016.  Using this data as a measure of uncertainty in the LMP input, a $6 change in 
annual average LMPs could easily be realized.  From this information it appears that the margin of 
error associated with LMP uncertainty alone potentially equals the value of the gap between the 
seasonal and economic strategies in several years.  Considering that there are other uncertainties, such 
as actual hourly load, forced outages, the impact of generation additions and retirements on LMPs, and 
so on, it appears that the differences shown in Xcel’s Table 3 are likely not significant.  That is, the cost 
differences shown in the PLEXOS runs between the seasonal and economic strategies (Table 3) are 
within the likely margin of error and can be seen as essentially zero.6 
 
An analysis similar to that applied to the fuel clause impacts can be applied to CO2 emissions.  Table 7 
shows that a substantial reduction in CO2 emissions—between 3 and 6 million tons annually—is 
expected from a switch from must-run commitment to economic commitment.  This range applies 
regardless of the level of LMPs assumed in the model.  However, Table 8 shows that the reduction in 
CO2 emissions from a switch from economic commitment to seasonal commitment would be between 
0.1 and 1 million tons annually.  At the base level of LMPs the difference does not get above a  
  

                                                           

5 The Department did review certain PLEXOS inputs and outputs.  However, from this review nothing stood out as unusual. 
6 For another example of the Department discussing the need to recognize a margin of error in modeling outputs see the 
Department’s July 26, 2019 supplemental comments in Docket No. IP6949, E002/PA-18-702 at page 38 and Attachment 2. 
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reduction of 0.2 million tons; the reduction is between 0.5 and 1 million tons at the high LMP level.  As 
with costs, the CO2 emissions differences shown in the PLEXOS runs between the seasonal and 
economic strategies (Table 8) are within the likely margin of error and can be seen as essentially zero. 
 
In summary both the seasonal and economic strategies are economically superior to the must-run 
strategy.  This result indicates that the King and Sherco 2 facilities are expected to lack sufficient 
economics to be dispatched on a regular basis in the MISO energy market.  However, the expected cost 
difference between the seasonal and economic strategies appears to be too small to measure with any 
degree of confidence.  Therefore, the Department concludes that Xcel’s plan to offer the King and 
Sherco units into the MISO market using a seasonal commitment strategy is reasonable, as would be 
continued use of economic commitment.  However, the available data indicates that it is clear that the 
must-run commitment strategy is not reasonable. 
 

C. RELATION TO DOCKET NO. E999/CI-19-704 
 
The Notice indicates that the second topic open for comment is “How does Xcel’s plan relate to the 
self-commitment and self-scheduling of large baseload generation facilities investigation in Docket No. 
E-999/CI-19-704?” 
 
The Department concludes that Xcel’s proposal in this proceeding, Docket No. E002/M-19-809, was 
prompted by the Commission’s interest in the topic, as articulated in the Commission’s November 13, 
2019 Order Accepting 2017-2018 Reports and Setting Additional Requirements in Docket No. E999/AA-
18-373, which resulted in the initiation of the Commission investigation proceeding, Docket No. 
E999/CI-19-704.  Substantial data on baseload unit participation in MISO markets is available in Docket 
No. E999/CI-19-704; such data may have spurred Xcel to examine its practices regarding baseload 
offerings in the MISO market.     
 
The Department expects that utilities manage their systems, including commitment strategy, in a 
reasonable manner.  Xcel is expected to minimize costs to the extent possible while maintaining 
system reliability.  Xcel’s switch from must-run commitment to economic and/or seasonal commitment 
appears to be the result of Xcel’s efforts to do what is expected and does not require Commission 
approval.  Therefore, the Commission need not take any action on the proposed Unit Commitment 
Plan.  As further discussed below, any cost implications of the Unit Commitment Plan can and should 
be addressed in the Commission’s investigation proceeding where the cost data, and associated 
support, is available for detailed review. 
 

D. FUEL COST TRUE-UP 
 
The Notice indicates the third topic open for comment to be “Is Xcel’s request for preapproval to true-
up 2020 fuel costs that differ from its initial 2020 fuel forecast as approved in Docket No. E-002/AA-19-
293 reasonable?” 
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The Department opposes Xcel’s request for pre-approval to true-up its 2020 fuel costs that differ from 
those approved in Xcel’s forecasted fuel-clause docket in Docket No. E-002/AA-19-293 (19-293).  As the 
Department explained at the Commission’s February 27, 2020 Agenda meeting, the Commission, as 
well as the Department and other parties, spent significant time and resources in developing fuel-
clause reform and forecasted fuel cost rates with true-up provisions in the fuel-clause reform dockets 
including 19-293.7  As a result, the Department concludes that it is premature to override these 
processes in this proceeding by granting Xcel pre-approval to true-up its forecasted 2020 fuel costs.   
 
Instead, the Department recommends that any future true-ups of Xcel’s 2020 fuel costs follow the 
processes laid out in the fuel-clause reform dockets.  Further, while, as noted above, Minnesota Rules 
7825.2390 requires Commission approval of a proposal to revise electric energy adjustment provisions, 
and the Petition includes a proposal to do so, no specific rate changes are proposed.  The Commission 
can continue to rely on the standard tools of rate regulation and consider the reasonableness of costs 
in the proceeding in which the cost data, and associated support, is available to do so.   
 
Thus, the Department recommends that the Commission either deny or take no action on Xcel’s 
request in this proceeding for pre-approval to true-up its 2020 fuel costs that differ from those 
approved in Xcel’s forecasted fuel-clause proceeding in Docket No. E-002/AA-19-293 (19-293). 
 

E. OTHER ISSUES 
 
The Notice indicates that the third topic open for comment is “Are there other issues or concerns 
related to this matter?”  The Department is not aware of any other issues or concerns at this time. 
 
III. CONCLUSION AND RECOMMENDATIONS 
 
The Department concludes that, based on the available data, the must-run commitment strategy for 
Sherco 2 and King is not reasonable.  However, the Commission need not take any action regarding 
Xcel’s dispatch decisions in this proceeding.   
 
The Department also recommends that the Commission either deny or take no action on Xcel’s request 
in this proceeding for preapproval to true-up its 2020 fuel costs that differ from those approved in 
Xcel’s forecasted fuel-clause proceeding in Docket No. E-002/AA-19-293. 
 
 
/ja 

                                                           

7 Dockets Nos. E999/AI-03-802, E002/AA-19-293 (Xcel), E017/AA-19-297 (Otter Tail Power Company), and E015/AA-19-302 
(Minnesota Power). 
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