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l. BACKGROUND

Dakota Electric Association (Dakota Electric, or the Association) recently received approval
from the Minnesota Public Utilities Commission (Commission) to establish its new Member
Specific Discount (MSD) Rider.r The MSD Rider is intended to facilitate a pass-through of
targeted, temporary wholesale capacity rate discounts offered by Dakota Electric’'s
wholesale power supplier, Great River Energy (GRE), to specific Association members
receiving retail service.

Members taking service under the MSD Rider are required to execute an electric service
agreement (ESA) with the Association. The MSD Rider Schedule in Dakota Electric’s Rate
Book specifically identifies many, but not all, of the terms and conditions to be included in
an ESA signed pursuant to it. The MSD Rider Schedule does not identify the size or amount
of the capacity rate discount to be applied, nor does it specify the length of time during
which the discount and the ESA will be in effect.

On April 11, 2017, Dakota Electric executed an ESA (the proposed ESA) with a member
seeking to take service under the MSD Rider, and April 12, 2017, the Association submitted
the proposed ESA to the Commission as a compliance filing in Docket No. E111/M-16-774.2
The proposed ESA specifies the length of the agreement, as well as the capacity rate
discounts that will be applied during the term of the proposed ESA.

Minn. Stat. §216B.05, subd. 2a states:

A contract for electric service entered into between a public
utility and one of its customers, in which the public utility and
the customer agree to customer-specific rates, terms, or service
conditions not already contained in the approved schedules,
tariffs, or rules of the utility, must be filed for approval by the

1 See the Commission’s January 24, 2017 Order in Docket No. E111/M-16-774.
2 The proposed ESA is included with these Comments as DOC Attachment No. 1.
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commission pursuant to the commission's rules of practice.
Contracts between public utilities and customers that are
necessitated by specific statutes in this chapter must be filed
for approval under those statutes and any rules adopted by the
commission pursuant to those statutes.

Because the proposed ESA contains terms (i.e., the capacity rate discounts and length of the
agreement) that are not specifically defined in Dakota Electric’s approved MSD Rider
Schedule, the Department concludes that Minn. Stat. §216B.05, subd. 2a applies, and the
proposed ESA must be approved by the Commission in order to take effect.

Il. DEPARTMENT ANALYSIS
A. NECESSARY CONDITIONS FOR APPROVAL OF THE PROPOSED ESA

The proposed ESA should be approved only if it is in the public interest. In its May 6, 2014
Order in Docket No. E-015/M-14-130, the Commission clarified that the standard for review
of ESAs is as follows:

1. Arethe terms and conditions of the ESA consistent with the public interest?
2. Are the terms and conditions of the ESA not discriminatory?

B. TERMS AND CONDITIONS OF THE PROPOSED ESA

The start and end dates of the proposed ESA are [TRADE SECRET DATA HAS BEEN EXCISED],
respectively. The capacity rate discount will be, [TRADE SECRET DATA HAS BEEN EXCISED].

During the term of the proposed ESA, the participating member must purchase all of its
power and energy requirements from Dakota Electric, [TRADE SECRET DATA HAS BEEN
EXCISED].

As described in the MSD Rider Schedule in Dakota Electric’s Rate Book, in order to receive
the capacity discounts enumerated in Section 5 of the proposed ESA, the participating
member’s monthly metered demand must be at least 750 kW during GRE’s monthly
coincident billing peak demand hour, and the participating member’s monthly non-
coincident load factor must be greater than or equal to 40 percent.
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C. ANALYSIS

1. Arethe terms and conditions of the proposed ESA consistent with the public
interest?

The terms and conditions of the proposed ESA are consistent with the public interest if no
party is harmed by them. The parties that may be harmed by the proposed ESA are Dakota
Electric, the member that signed the proposed ESA, and Dakota Electric’s other customers.
Because both Dakota Electric and any customer that signs an ESA can be assumed to act in
their own best interests, it can also be assumed that neither will be worse off as a result of
the ESA.

As described in greater detail in the Department’s December 21, 2016 comments in Docket
No. E111/M-16-774, ESA’s executed pursuant to the Association’s MSD Rider will not shift
any costs from the ESA customers onto Dakota Electric’s other ratepayers, nor are they likely
to result in cost increases at GRE (that would then be passed on to the Association) that
would otherwise not occur. The Department therefore concludes that the non-standard
terms of the proposed ESA do not harm other customers, and that the proposed ESA is
consistent with the public interest.

2. Arethe terms and conditions of the proposed ESA discriminatory?

As described in greater detail in the Department’s December 21, 2016 comments in Docket
No. E111/M-16-774, the Department concludes that it is not discriminatory for the
Association to pass through to individual customers a discount offered by its wholesale
power supplier whose goal is to attract new large loads. Dakota Electric is a price-taker in
this context, and from the Association’s perspective, the discount offered by GRE creates a
known, measurable, and directly assignable difference in the cost of serving those
customers, and thus it is reasonable for those customers to pay different, lower rates.

M. CONCLUSION AND RECOMMENDATION

The Department concludes that Dakota Electric’s proposed ESA is consistent with the public
interest and is not discriminatory, and recommends that the Commission approve it.

/It
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