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 Minnesota Power provides the following Reply Comments in response to the Initial 

Comments submitted on December 21, 2015 and the Minnesota Public Utilities Commission’s 

(“Commission”) November 19, 2015 Notice (“Notice”) in this Docket.  Minnesota Power 

(“Company) will address four main issues in these Reply Comments: 1) the application of the 

Energy-Intensive Trade-Exposed (“EITE”) Statute to Minnesota Power’s Petition; 2) the net 

benefit to the utility standard; 3) the net benefit to the state standard; and 4) other EITE issues 

within the limited scope of the Commission’s Notice. 

1)  The Application of the Energy-Intensive Trade-Exposed (“EITE”) Statute to 

Minnesota Power’s Petition 

 As Minnesota Power previously stated, the Petition is intended to implement “the energy 

policy of the state of Minnesota to ensure competitive electric rates for energy-intensive trade-

exposed customers.” Minn. Stat. § 216B.1696, subd. 2(a).  To accomplish this state directive, the 

Legislature provided that “an investor-owned electric utility that has at least 50,000 retail electric 

customers, but no more than 200,000 retail electric customers,1 shall have the ability to propose 

various EITE rate options within [its] service territory under an EITE rate schedule that include, 

but are not limited to, fixed-rates, market-based rates, and rates to encourage utilization of new 

clean energy technology.” Minn. Stat. § 216B.1696, subd. 2(a). Minnesota Power undoubtedly 

meets that definition, and the proposed EITE Customers Rider is clearly an EITE rate schedule.  

Furthermore, the EITE Statute does not require that the Commission approve individual 

                                                 
1 See, e.g., MPUC Docket No. E015/CN-12-1163, Administrative Law Judge’s Report dated March 16, 2015, 
Finding 60 (“Minnesota Power, a division of ALLETE, was incorporated in 1906 and serves approximately 144,000 
retail electric customers and 16 municipal systems across a 26,000 square mile service area in central and 
northeastern Minnesota.”). 
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customers receiving an EITE discount, only that an EITE rate schedule be reviewed under the 

standard set forth under Minn. Stat. § 216B.1696, subd. 2(b).  The Minnesota Department of 

Commerce’s (“Department of Commerce” or “Department”) December 21, 2015 Comments 

incorrectly apply both the EITE Statute and even the Commission’s Notice to questions of 

customer eligibility and the Commission’s charge under the statute.  The EITE Statute itself 

defines which customers meet the definition of an EITE customer, and that what the Commission 

approves upon a finding of net benefit to the utility or the state is an “EITE rate schedule and any 

corresponding EITE rate.”2 

 In addition, the Commission’s Notice requested comments on the “types of customers 

eligible for the rate”, not whether Minnesota Power provided evidence that these customers are 

eligible.  Unlike an individual electric service agreement reviewed under Minn. Stat. § 216B.05, 

Minnesota Power is proposing tariff language in its EITE Customers Rider, not customer specific 

rates.  The EITE Customers Rider does not name individual customers, it specifies only that 

customers meet the statutory definitions and Minnesota Power’s proposed service conditions, as 

allowed under the EITE Statute.  Minn. Stat. § 216B.1696, subd. 1(d) defines an EITE rate 

schedule as “a rate schedule under which an investor-owned electric utility may set terms of 

service to an individual or group of energy-intensive trade-exposed customers.”  Furthermore, 

despite the Department of Commerce’s conjecture, the EITE Statute does not require that 

Minnesota Power set “terms of service”; nevertheless, on pages 8 through 10 of the Petition, 

Minnesota Power described the proposed terms of service and justification for why a “group of 

energy-intensive trade exposed customers” should receive the benefits under the EITE 

Customers Rider.   

 The Minnesota Legislature further narrowed the scope of review and requirements for 

any utility proposing an EITE rate schedule in two significant ways.  First, the Legislature 

succinctly declared at the front end of the bill it passed that: “It is the energy policy of the state 

of Minnesota to ensure competitive electric rates for energy-intensive trade-exposed customers.” 

                                                 
2 The Department of Commerce’s request for documentation overlooks the signed Letter Agreements attached to the 
Petition that included Commission docket references and orders for each individual EITE customer’s Commission 
approved electric service agreements that were reviewed by the Department of Commerce.  The request also ignores 
the process established by the Commission for reviewing whether many of these same customers (with the same 
statutory definitions) are exempt from the Solar Energy Standard. Minn. Stat. § 216B.1691, subd. 2f(d) and MPUC 
Docket No. E999/CI-13-542. 
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Minn. Stat. § 216B.1696, subd. 2(a).3  Clearly, this direct policy statement so prominently placed 

in the statute indicates the primary point and the purpose of the law that was passed is ensuring 

competitive rates for energy-intensive trade-exposed industry. It is remarkable that the 

Department offered no interpretation or implementation guidance on this competitive rate policy 

given its long standing role as an intervenor offering comments on energy policy in many other 

proceedings.4  Except for a brief citation in response to the alternative rate design issue raised in 

the Notice (see page 16), the Department of Commerce’s Comments failed to address how this 

competitive rate energy policy of the state of Minnesota authorized by the Legislature should be 

interpreted, let alone implemented.  Second, the Minnesota Legislature under Minn. Stat. § 

216B.1696, subd. 2(b) in enacting the law that is the subject of this Petition required that: 

“Notwithstanding Minnesota Statutes, section 216B.03, 216B.05, 216B.06, 216B.07, or 216B.16, 

the Commission shall, upon a finding of net benefit to the utility or the state, approve an EITE 

rate schedule and any corresponding EITE rate.”  The Department of Commerce did not address 

this statutory directive in its Comments.5  In fact, the EITE Statute specifies the scope of the 

Commission’s review by excluding from its general regulatory review the following Minnesota 

Statutes: Minn. Stat. §§ 216B.03 (reasonable rate), 216B.05 (filing schedules, rules and service 

agreements), 216B.06 (receiving different compensation), 216B.07 (rate preference prohibited); 

and 216B.16 (rate change, procedure, hearing).  

 Overall, the EITE Statute directs the Commission to approve an EITE rate schedule and 

any corresponding EITE rate “upon a finding of net benefit to the utility or the state”.  Minnesota 

Power’s reply to arguments brought forward regarding that legislatively limited standard is set 

forth in the next two sections. 

                                                 
3 The Legislature has declared only a handful of important areas for which it is the energy policy of the State of 
Minnesota including energy conservation goals (Minn. Stat. § 216B.2401); energy planning goals (Minn. Stat. § 
216C.05); hydrogen energy economy goal (Minn. Stat. § 216B.8109); greenhouse gas emissions control goal (Minn. 
Stat. § 216H.02); and a solar energy goal (Minn. Stat. § 216B.1691, subd. 2f(c)). 
4 See also, Minn. Stat. § 216A.07, subd. 3a that in addition to its role intervening in Commission dockets, the 
Department “has the duty and power to represent the interests of Minnesota residents, businesses, and governments 
before bodies and agencies outside the state  that make, interpret, or implement regional, national, and international 
energy policy and that regulate and implement regional or national energy planning or infrastructure development.” 
5 The Department of Commerce’s comments on page 8 truncate this statutory subdivision to just the criteria and not 
the Commission’s limited review.  The Department of Commerce’s footnote 3 on page 7 does acknowledge the 
notwithstanding language in evaluating whether a variance for tariff pages is necessary.  Regarding the variance 
request, Minnesota Power believes its request is consistent with prior Commission approvals as noted in the 
Department’s Comments.  
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2)  The Net Benefit to the Utility Standard 

 The Department recommends rejection of the EITE Petition by suggesting that the 

Company failed to meet the Department’s interpretation of the demonstration of the net benefit 

to the utility. The Department asserts the Company should have used some form of present value 

cash flow for a cost benefit analysis commonly used to demonstrate the net benefit of energy 

conservation programs. There is no basis nor, more importantly, a need for attempting to 

manufacture an economic analysis of the impact of the loss of large industrial load to Minnesota 

Power. This suggestion appears to indicate a lack of understanding of the magnitude (about 60%) 

of revenue derived from the EITE customers on Minnesota Power’s system as addressed in the 

Petition, and how the loss of industrial load would impact the Company. Undoubtedly, the loss 

of approximately 60% of any utility’s retail sales, or the loss of any large portion of Minnesota 

Power’s EITE customer sales would have a negative impact on the utility and its remaining 

customers who would be assigned costs unrecovered due to lost sales.   Indeed and as an 

example, the loss of one large industrial customer, National Steel in October 1993, resulted in an 

immediate rate case filing on January 3, 1994 by Minnesota Power to deal with the significant 

loss of revenue.6 For this reason, the Commission should reject the Department’s assertions 

concerning the need for the contrivance of a calculation of present cash flow within a cost benefit 

analysis to determine the benefit of retaining Large Power load on Minnesota Power’s system. It 

is obvious looking at Minnesota Power’s revenues that the loss of EITE customers or significant 

portions of their sales will negatively impact Minnesota Power and its remaining customers.  

 The Department also does not consider the other Company level macro-factors that 

would impact Minnesota Power and its customers negatively such as reductions in credit and 

debt ratings and access to capital necessary to meet federal and state regulatory commitments if 

revenues were lost from EITE customers. It also does not consider the potential impact of Large 

Power load loss on stock value, which would also have a long term negative impact on all 

customers’ costs, and result in increased revenue requirements.   

                                                 
6 MPUC Docket No. E015/GR-94-001.  The subsequent reopening of National Steel in July 1994 after the rate case 
record had closed led to a motion by Minnesota Power to reopen the record to recognize the change in test year 
conditions that was accepted by the ALJ. MPUC Order Dated November 22, 1994.  
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 The energy policy being implemented under the EITE Statute, “…to ensure competitive 

electric rates for energy-intensive trade-exposed customers”, and the related public interest 

benefit supported through that implementation, as described in the Petition, are clear.  Minnesota 

Power’s EITE customers, who must remain globally competitive to succeed, comprise the 

majority of the Company’s sales. The Company’s Petition demonstrates the negative economic 

impact to the utility of losing large industrial sales and it provides a sound and reasoned basis for 

providing discounts to its energy-intensive trade-exposed customers to aid their product 

competitiveness within the provisions of the EITE Statute.7   

 Both the Office of Attorney General (“OAG”) and Department assert in their reviews of 

the net benefit calculation and associated cost recovery that the Petition does not meet the 

requirements of the EITE Statute as it does not consider the impacts on the utility and its 

customers with and without the EITE discount rate.  While it is not possible to reliably predict 

how the proposed changes in rates would impact energy usage of the customers in the various 

rate classes impacted by the EITE rate and associated cost recovery, the Company’s proposed 

tracker in Section IV.F. of the Petition would capture the differences between the projected 

standard rate revenues and the actual after-the-fact revenues recorded from the impacts of the 

EITE riders. 

 Finally, the Department, the OAG and other commenting parties ignore the benefits large 

industrial customers have on Minnesota Power’s system and most specifically their critically 

important contributions toward fixed cost recovery.  This fixed cost recovery benefit oversight is 

remarkable particularly with respect to the Department which has previously commented on its 

positive effects. As one example, when reviewing the US Steel combined electric service 

agreement in 2005, the Department stated: 

Minnesota Power provides in its filing an analysis of the benefits to Minnesota 
Power’s customer of having US Steel on MP’s system, contributing to fixed cost 
recovery.  The discussion also notes ways of ensuring US Steel pays for its costs 
it imposes on MP’s system.  The Department agrees that the goal of ensuring that 
US Steel remains on MP’s system, contribution toward fixed costs, is important 

                                                 
7 Minnesota Power agrees with LPI-EITE’s December 21, 2015 Comments at pages 9-10 that the EITE Statute’s net 
benefit standard is met, even if the proposal is not perfect and that the status quo from failure to implement state 
energy policy could lead to a negative impact.  



 

  6

since MP’s other customers would then face a lower risk of having to pay for 
these fixed costs.8  

  

Likewise, the Department recently stated in its Comments regarding a proposed extension of 

Boise’s electric service agreement from 2013 to 2023: 

Such an extension would be beneficial to both MP and its ratepayers. The proposed rates 
for Boise include a contribution to MP’s fixed costs and thus the Company’s ratepayers 
would benefit from such a contribution that would otherwise have to be collected from 
them. The extension would benefit MP by providing it with additional stability in its 
revenues by having one of its largest customers under contract through December 31, 
2023.9 

  

 The proposed terms of service under the EITE Customers Rider, including a minimum 

two-year commitment under a Commission-approved electric service agreement, are consistent 

with prior Large Power regulatory treatment and demonstrate a long-term commitment by these 

customers to the utility.  Other ratepayers should not have to support the competitiveness of 

customers who do not make a commitment to remain in the region, and Minnesota Power 

believes the connection between an EITE customer and its commitment to the region to be a 

crucial ingredient in the determination of the “net benefit to the utility or the state.” 

3) The Net Benefit to the State Standard 

 The Department recommends the Commission limit its review to energy related or rate 

making considerations only and not contemplate regional economic impacts when considering 

the net benefit to the State of implementing the EITE statute. Both societal and regional 

economic impact considerations have long been an acceptable factors for informing the decision 

making process on issues in front of the Commission such as with environmental retrofits to 

generation facilities,10 the potential closure of Company facilities11 and the addition of renewable 

resources.12 Moreover, the economic status of a utility’s service territory, including and 

                                                 
8 MPUC Docket No. E015/M-05-1175, Department Comments dated August 15, 2005.  
9 MPUC Docket No. E015/M-13-1084, Department Comments dated December 24, 2013. See also, e.g., MPUC 
Docket No. E015/M-12-1025, Department Comments dated October 16, 2012 regarding Amendment to NewPage 
electric service agreement (“The extension of the Agreement through, at least, December 31, 2022, would benefit 
MP’s other ratepayers by lowering their share of MP’s total fixed costs.”).   
10 Minn. Stat. § 216B.6851, subd. 6(b). 
11 Minn. Stat. § 216B.16, subd. 6. 
12 Minn. Stat. § 216B.1691, subd. 9. 
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especially sustained regional economic health and employment levels, clearly has an impact on 

the ongoing ability of all customers to pay for the system that serves them.  It is obvious that the 

presence or loss of major industry and the primary and secondary jobs they create can result in 

positive or negative economic effects on a utility and its customers. 

 The Department goes on to recommend a complex, integrated resource plan-like analysis 

that it suggests should be completed to determine the net benefit to the State if the Commission 

decides to consider non-energy related benefits and costs.  As with the net benefit to the utility, 

the impact of large industrial customers’ operations on the regional economy of Northeastern 

Minnesota is significant. Nearly 40 percent of the regional economy is driven by these 

customers’ operations. Based on the economic impact information it provided in its Petition, 

Minnesota Power thinks it is obvious EITE customers are important to the economic health of 

Northeastern Minnesota, and thus their operation significantly benefits the entire state of 

Minnesota by helping to sustain the economy and tax revenue in that portion of the state.  If the 

Department desired to perform the kind of analysis it is suggesting, the EITE Statute provides up 

to $854,000 directly to the Commissioner of Commerce per biennium to assist the Department 

evaluating and implementing a petition filed under the EITE Statute.13  

4) Other Issues within the Limited Scope of the Commission’s Notice 

 Many of the comments by the consumer groups are outside the directive provided in the 

Commission’s Notice and, to the extent applicable, Minnesota Power reserves the right to 

provide further comments in the future.  

 Beyond the Company’s disagreements with the Department’s assertions as noted 

elsewhere in these Comments, the Company notes that the Department includes several 

inaccuracies within its Comments that the Company would like to address.  Commission Staff 

and other parties submitted Information Requests to the Company or communicated with the 

Company to clarify their understanding of facts presented by the Company in its Petition. The 

Department did not communicate with the Company either formally or informally before 

submitting its Comments.  

                                                 
13 Minn. Stat. § 216B.1696, subd. 4. 
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 In Section IV.C., Minnesota Power included a rigorous process for EITE customer 

qualification, a communication plan, the proposed text of customer communications, cost 

allocation considerations and data privacy considerations. These proposed processes and 

procedures would be implemented to document and support the EITE discount rate and 

exemption from the cost recovery rider for customers that meet the EITE Statute definitions and 

low-income customers as required by the EITE Statute.  The basis for these processes is 

consistent with the recently approved processes to exempt certain customers from the 

Company’s recovery of costs to meet the State’s Solar Energy Standard.14 The Department’s 

suggestion that these processes are not established or evident to support EITE rider 

implementation is inaccurate.  

 The Department asserts an inaccurate depiction of the Company’s recovery of renewable 

energy costs in its Comments. The Company would like to point out that Minnesota Power’s 

wholesale customers are allocated approximately 15 percent of these costs under their contracts 

which results in approximately 50 percent of the retail costs for renewables being recovered from 

EITE customers.  

 Various parties commented on the applicability of Minnesota Power’s proposed EITE 

Current Cost Recovery Rider to low-income customers.  While presumably outside the scope of 

the Commission’s Notice, Minnesota Power asserts that its proposal complies with the EITE 

Statute requirements for low-income customer exemptions and funding under subdivision 3.15 

Minnesota Power will continue to work with stakeholders to fully implement and increase 

participation in low-income programs throughout Minnesota Power’s service territory,16 such as 

                                                 
14 MPUC Docket No. E999/CI-13-542. Notice of  Approval of Minnesota Power’s Solar Energy Standard 
Compliance Filing. 
15 The Notice does include this issue: “Does MP’s action on the deposit of $10,000 for low-income funding comply 
with Minn. Stat. §216B.1696, subd. 3, and is it reasonable?”  Minnesota Power’s December 4, 2015, Supplemental 
Filing documents how the Company has met this statutory requirement.  The cover letter to AEOA, the 
administering agency for the Company’s Customer Affordability of Residential Electricity (“CARE”) program, 
describes how the funds are to be used to expand the outreach of the affordability program, as specified in the 
statute.  In addition, if the additional outreach is successful in increasing CARE program participation, it will also 
likely increase the number of LIHEAP-qualified customers who are exempt from application of the EITE Current 
Cost Recovery Rider. 
16 The OAG’s Comments on page 5 and footnote 7 incorrectly list that Minnesota Power serves customers in 7 
counties.  Minnesota Power serves retail customers in 15 counties throughout northern and central Minnesota 
including: Lake, St. Louis, Carlton, Pine, Itasca, Koochiching, Cass, Hubbard, Wadena, Todd, Crow Wing, 
Morrison, Stearns, Benton and Otter Tail counties.  Minnesota Power does not serve customers in Aitkin County.  
See http://www.mngeo.state.mn.us/eusa for service territory boundaries and maps. 
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its Customer Affordability of Residential Electricity (“CARE”) Rider, consistent with the low-

income customer requirements under state and federal law.   

Conclusion 

 Minnesota Power respectfully requests that the Commission approve the Company’s 

EITE Petition on a timely basis consistent with Minn. Stat. § 216B.1696, subd. 2(c). Minnesota 

Power’s proposed EITE riders implement state energy policy and are clearly in the public 

interest when the obvious benefits of retaining Minnesota Power’s large industrial customers are 

considered, including the significant economic benefits they contribute to Minnesota Power, all 

of its other customers, the entire Northeastern Minnesota region and the State of Minnesota. 

 

Dated: December 30, 2015    Respectfully submitted, 

 

 
 
David R. Moeller 
Senior Attorney 
Minnesota Power 
30 West Superior Street 
Duluth, MN 55802 
(218) 723-3963 
dmoeller@allete.com 
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