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I. INTRODUCTION 

Minnesota Power has asked the Commission to approve a significant electric rate 

discount for nine Energy-Intensive Trade-Exposed (“EITE”) electric customers and to recover 

the costs of the discount from other ratepayers.  Taken together, the utility’s proposed EITE 

discount and cost-recovery mechanism would increase rates for its residential customers by more 

than 14.5 percent.  The utility would contribute nothing to the discount.  Minnesota Power argues 

that the proposed discount is needed to support its struggling EITE customers.  Under a law 

enacted by the Minnesota Legislature this year, the Commission must determine whether 

offering the proposed discount to these EITE customers provides a net benefit for the utility or 

the state.  To do so, the Commission needs to assess how providing the discount will affect all 

stakeholders, including the utility’s EITE customers and employees, other ratepayers that may be 

economically distressed, the region as a whole, and the state.  The Office of Attorney General - 

Residential Utilities and Antitrust Division (“OAG”) provides the following comments on 

Minnesota Power's proposed EITE rate.1 

                                                 
1 On November 19, 2015, the Commission requested comments on the proposed EITE rate.  The Commission’s 
Notice stated that the Commission would request comments on the merits of the utility’s cost recovery proposal, 
(Footnote Continued on Next Page) 
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II. HISTORY OF EITE LEGISLATION 

During its 2015 special session, the Minnesota Legislature amended Minnesota law to 

allow certain utilities to offer new rate options for their EITE customers.2  The statute states that 

it was intended to promote “the energy policy of the state of Minnesota to ensure competitive 

electric rates” for EITE customers.3  The statute allows certain utilities to “propose various EITE 

rate options . . . that include, but are not limited to, fixed rates, market-based rates, and rates to 

encourage utilization of new clean energy technology.”4 

In normal rate cases, the Commission is allowed to ensure that a rate is “just and 

reasonable,” and that it is not “unreasonably preferential,” “unreasonably prejudicial,” or 

discriminatory.5  The Minnesota Legislature required the Commission to forego its normal rate 

review process when a utility proposes an EITE rate.  For example, the Minnesota Legislature 

exempted utilities that propose EITE rates from the normal filing requirements and procedures 

that usually apply in rate cases.6  These filing requirements and procedures help ensure that the 

rates established by the Commission are based on a comprehensive factual record.  Instead, the 

Legislature stated that the Commission's analysis when reviewing a proposed EITE rate is 

limited to determining whether the proposed rate provides a “net benefit to the utility or the 

state.”7  If the Commission finds a “net benefit” for the utility or the state, the law states that the 

Commission must approve the proposed rate.8  Further, the law requires the Commission to 

_________________________________ 
(Footnote Continued from Previous Page) 
including the proposed allocation and rate design, at a later date.  Accordingly, the OAG reserves its right to file 
comments on Minnesota Power’s cost recovery mechanism based on the schedule that the Commission establishes. 
2 See 1 Sp. 2015 Ch. 1, Art. 3, Sec. 26. 
3 Minn. Stat. § 216B.1696, subd. 2(a) (2015).  
4 Minn. Stat. § 216B.1696, subd. 2(a) (2015). 
5 Minn. Stat. § 216B.1696, subd. 2(b) (2015); Minn. Stat. § 216B.03 (2015); Minn. Stat. § 216B.07 (2015). 
6 Minn. Stat. § 216B.1696, subd. 2(b) (2015); Minn. Stat. § 216B.16 (2015).  
7 Minn. Stat. § 216B.1696, subd. 2(b) (2015). 
8 Minn. Stat. § 216B.1696, subd. 2(b) (2015).  
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“make a final determination in a proceeding begun under this section within 90 days” of the 

utility's filing requesting an EITE rate.9  Finally, the statute directs that, either in a rate case or a 

rider between rate cases, “the commission shall allow the utility to recover any costs, including 

reduced revenues, or refund any savings, including increased revenues, associated with providing 

service to a customer under an EITE rate schedule.”10 

III. MINNESOTA POWER’S PROPOSED EITE RATE 

On November 13, 2015, Minnesota Power filed a Petition to Ensure Competitive Electric 

Rates for Energy-Intensive Trade-Exposed Customers (“Petition”).  The Petition includes both 

an EITE rate and a cost-recovery mechanism for the utility’s lost revenues.   

Minnesota Power’s proposed EITE rate would, if approved, be available to the utility’s 

Large Power and Large Light and Power EITE customers that have total power requirements of 

at least 2,000 kW.11  Participating customers must also have at least two years remaining on a 

Commission-approved electric service agreement and execute a letter agreement with the 

utility.12  The letter agreement requires the customer to confirm that it meets the statutory 

definition of an EITE customer and any eligibility requirements that the Commission adopts for 

the program.13  The letter agreement also memorializes the customer’s “expected peak electric 

usage” that the utility uses to calculate the customer’s discount.14 

EITE customers that execute a letter agreement and meet the eligibility requirements will 

receive an Energy Charge Credit (“ECC”) on a portion of their monthly electric load.15  

Specifically, the ECC will provide EITE customers a discount of $11.50 per MWh (1.15¢ per 
                                                 
9 Minn. Stat. § 216B.1696, subd. 2(c) (2015).  
10 Minn. Stat. § 216B.1696, subd. 2(d) (2015).  
11 Minnesota Power's Petition at 11.   
12 Minnesota Power's Petition at 11-12. 
13 Minnesota Power’s Petition at Ex. E-1, pg. 2 of 3. 
14 Minnesota Power’s Petition at Ex. E-1, pg. 2 of 3. 
15 Minnesota Power's Petition at 11.   
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kWh) per month for usage that exceeds 450 hours of the customer's anticipated peak electric 

usage.16  By applying the ECC in this manner, the utility’s proposal provides a discount to 

customers whose monthly usage exceeds what they would consume if they operated at peak load 

for 450 hours.  Once this consumption threshold is met, participating EITE customers will 

receive a flat credit for each additional kilowatt-hour consumed.   

The utility estimates that its program will result in discounts of approximately $17.8 

million per year for the nine EITE customers who have already executed letter agreements.17 

IV. THE COMMISSION MUST THOROUGHLY ANALYZE WHETHER 
MINNESOTA POWER HAS DEMONSTRATED THAT ITS PROPOSED EITE 
RATE PROVIDES A “NET BENEFIT TO THE UTILITY OR THE STATE.” 

In order to approve Minnesota Power’s proposed EITE rate, the law requires the 

Commission to find that the plan provides a “net benefit to the utility or the state.”18  This means 

that the Commission must identify both the costs and benefits of the proposed rate.  In other 

words, it is not sufficient for the Commission to approve the utility’s proposal simply because it 

finds that the rate will provide some level of benefit.  Rather, under a “net benefit” analysis, the 

Commission must quantify any benefits and compare them to the costs to the utility and the 

public. 

Minnesota Power argues that its proposed EITE rate should be approved because it 

provides needed support for struggling industries in the utility’s service territory.  In addition, the 

utility has suggested that the discount is appropriate because the class cost of service study 

(“CCOSS”) used in its 2009 rate case indicated that EITE customers were paying more than the 

                                                 
16 Minnesota Power's Petition at 11. Each customer's anticipated peak electric usage is based on the individual 
customer's historical usage. 
17 Minnesota Power’s Petition at 14. 
18 Minn. Stat. § 216B.1696, subd. 2(b) (2015). 
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cost of serving them.19  The OAG is mindful of the importance of the mining, wood products, 

and steel industries to the economy of northeastern Minnesota and to the state.20  At the same 

time, the OAG is mindful of the utility’s admission that approval of an EITE rate will lead to a 

significant rate increase for ordinary ratepayers in northeastern Minnesota.  Many of these 

ratepayers are struggling financially, and some are unemployed as a result of the downturn of the 

Iron Range economy.  The Commission considered these and other factors in the utility’s 2009 

rate case when it allocated rates in a manner that did not simply follow the CCOSS.21  It would 

be unfair and inequitable to increase rates for Minnesota Power’s other ratepayers, who 

themselves are suffering, in the manner Minnesota Power proposes.   

A. THE DEMOGRAPHIC AND ECONOMIC CONDITIONS OF NORTHEASTERN MINNESOTA 
RESIDENTS SHOULD BE CONSIDERED BY THE COMMISSION. 

Minnesota Power provides service to much of the seven-counties22 of northeastern 

Minnesota.  These seven counties are home to more than 320,000 Minnesotans, approximately 

six percent of the state population, according to 2014 projections from the U.S. Census Bureau.23  

The residents of the region as a whole are older than the rest of the state, with over one-third of 

the population over age 55 compared with one-fourth of the state as a whole.24  Projections 

indicate that, over the next 20 years, the region will experience significant aging.25  Average 

household income in this part of the state is lower than in the rest of the state.26   

                                                 
19 See Minnesota Power’s Petition at 28-29. 
20 See Minnesota Power’s Petition at 28-33. 
21 There is also no reason to believe that the results of the CCOSS from the company’s 2009 rate case accurately 
reflect the costs of serving Minnesota Power’s customers today.  Over the last several years, the Commission has 
continued to refine the CCOSS used in other utility rate cases. 
22 These counties are Aitkin, Carlton, Cook, Itasca, Koochiching, Lake, and Saint Louis. 
23 Minnesota Department of Employment and Economic Development, Northeast Minnesota Economic 
Development Region 3, 2015 Regional Profile at 2, attached as Ex. 1. 
24 Id. 
25 Id. at 3. 
26 Minnesota Department of Employment and Economic Development, supra note 23, at 7 (noting that median 
household incomes for counties in the region ranged from $41,617 in Aitkin County to $53,016 in Carlton County 
(Footnote Continued on Next Page) 
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 Employment trends in the region have been relatively volatile over the past decade, with 

severe declines in 2009 and 2010 and a slower recovery than the rest of the state in years since.27  

Health care and social assistance are the largest employing industry in the region, with 23.2 

percent of total jobs.28  The mining industry accounted for over 4,500 jobs in the region as of 

2014, comprising 3.2 percent of total jobs.29  In addition to mining, the region specializes in 

water transportation, mining support activities, forestry and logging, and paper manufacturing.30 

Counties in this region had an overall unemployment rate of 4.6 percent in October, 2015.31  

Over that same period, Koochiching County had the highest unemployment rate at 7.2 percent.32  

The region includes Hibbing, with an unemployment rate of 8.7 percent, and Virginia, with an 

unemployment rate of 6.6 percent.33  By contrast, the statewide unemployment rate was just 

announced to be 3.5 percent.34  Labor force participation in the region is lower than the statewide 

rate (61.2 percent compared to 70.3 percent statewide).35 

 In recent months, over 2,000 workers at mines and mills in the region and their families 

have been affected by closure and idling announcements, including several announcements of 

_________________________________ 
(Footnote Continued from Previous Page) 
and that over half of households had incomes lower than $50,000 compared to 42% statewide).  (For the sake of 
comparison, median household incomes in the Twin Cities metropolitan area ranged from $54,247 in Ramsey 
County to $86,112 in Scott County.  See Minnesota Department of Employment and Economic Development, 2015 
Regional Profile, Economic Development Region 11: Twin Cities Metro at 7.) 
27 Id.at 11. 
28 Id. at 12. 
29 Id. 
30 Id. at 13, Table 14 (breaking down “distinguishing industries” as rated by a factor known as a location quotient, 
which considers specialty industries compared to the state as a whole). 
31 County Unemployment Rates, MN DEP’T EMPLOYMENT & ECONOMIC DEVELOPMENT, October 2015, 
http://mn.gov/deed/data/current-econ-highlights/county-unemployment.jsp (last visited Dec. 16, 2015) (tabulating 
private unemployment rates for the counties located in northeastern Minnesota). 
32 Id. 
33 Minnesota Unemployment Statistics LAUS (Local Area Unemployment Statistics) Data, MN DEP’T EMPLOYMENT 
& ECONOMIC DEVELOPMENT, October 2015, https://apps.deed.state.mn.us/lmi/laus/ (last visited Dec. 21, 2015). 
34 Id. Statewide unemployment data was current through November of 2015.  Regional and municipal 
unemployment data was current through October of 2015. 
35 Minnesota Department of Employment and Economic Development, supra note 23, at 5. 
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layoffs by the proposed beneficiaries of Minnesota Power’s EITE rate.36  Although these layoffs 

speak to the seriousness of the situation for the employers (and the legislative motivation for 

enactment of the law), the Commission should also consider the severe burden any 

accompanying rate increase will place on Minnesota Power’s ratepayers, many of whom are also 

struggling.  Compared to the companies receiving the benefit, some of which have annual 

revenues in the billions of dollars, most ratepayers have far more limited resources to absorb a 

rate spike. 

B. THE COMMISSION NEEDS MORE SPECIFIC INFORMATION TO DETERMINE 
WHETHER THE PROPOSED EITE RATE PROVIDES A “NET BENEFIT.”  

At bottom, Minnesota Power’s argument for its proposed rate is that it will provide some 

level of financial support to struggling companies that are important to the region.  Under the law 

enacted by the Minnesota Legislature, however, the Commission must determine whether the 

rate results in a “net benefit to the utility or the state.”37  This requires the Commission to analyze 

the likely impact that the utility’s proposal will have on its EITE customers, their employees, 

ordinary ratepayers who may also be economically distressed, the region, and the state.  For 

example, while EITE customers have historically provided many good-paying jobs in 

northeastern Minnesota, the utility’s proposed tariff does not require EITE customers to maintain 

specific levels of employment at their facilities to capitalize on the lower rate.  In determining if 

the EITE rate provides a “net benefit to the utility or the state,” the Commission should analyze 

the likelihood that the rates will add jobs or save jobs that would otherwise be lost.  Likewise, the 
                                                 
36 See, e.g.,  Jennifer Brooks, Mining Slump Testing Iron Range Resilience, STAR TRIB., Nov. 28, 2015, at A1 
(noting the recent iron ore mining downturn affecting almost 2,000 workers in NE Minnesota);  Dan Kraker, For 
Iron Range Towns, a Bad Economy Gets Worse, MPR NEWS (Nov. 17, 2015), 
http://www.mprnews.org/story/2015/11/17/for-iron-range-towns-a-bad-economy-gets-worse (describing details of a 
recent idling of facilities in Babbitt and Silver Bay and putting that announcement into the broader context of the 
region’s mining-related economic downturn); Kyle Potter, Bakk says Ranges’ Plight Adds Weight to Food Shelf 
Drive, STAR TRIB., Dec. 1, 2015, at B5 (describing the impact on mine closures on local food shelves). 
37 Minn. Stat. § 216B.1696, subd. 2(b) (2015). 
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Commission should analyze whether, and to what extent, the proposed discount for EITE 

customers will result in greater tax contributions from EITE customers and higher usage of 

regional infrastructure.   

Because the statute mandates that a utility can recover the costs and lost revenues of the 

EITE rate from other customers, the Commission should analyze any benefits of the proposed 

rate against the impact that recovering these costs from Minnesota Power’s other customers 

(both individuals and small businesses that are struggling with the downturn in the northeastern 

Minnesota economy) will have on the economy and quality of life in the region. 

Among other things, the Commission should consider the following in analyzing 

Minnesota Power’s proposal: 

1. Which EITE facilities will likely close if the proposed rate is not approved and which 
will likely stay open because the proposal is approved? 
 

2. Which EITE facilities will likely reduce production if the proposed rate is not approved 
and which will likely maintain production because the proposal is approved? 

 
3. How many jobs will be added or saved at EITE facilities if the proposed rate is approved 

and how many will be lost if it is not approved? 
 

4. What will be the revenue impact of approving Minnesota Power’s proposal? 
 

5. How will increasing rates for Minnesota Power’s other individual and small business 
customers impact the regional economy and quality of life for these customers? 
 

6. What impact will increasing rates have on Minnesota Power’s most vulnerable and rate-
sensitive customers, such as senior citizens, people on fixed incomes, and people who are 
unemployed or underemployed?38 
 

                                                 
38 Minnesota Power may not recover the costs of providing the EITE rate from customers defined as “low-income 
residential ratepayers” under Minnesota Statute section 216B.16, subdivision 15.  Minn. Stat. § 216B.1696, subd. 
4(d) (2015).  This definition, however, is limited to ratepayers “who receive energy assistance” from LIHEAP and is 
likely under-inclusive of households with low income.  The Commission recognized in Minnesota Power’s last rate 
case that many more customers may be eligible for LIHEAP than sign up.  See Findings of Fact, Conclusions, and 
Order, In the Matter of the Application of Minnesota Power for Authority to Increase Rates for Electric Service in 
Minnesota, Dkt. No. E-015/GR-09-115, at 61 (Nov. 2, 2010). 
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7. How much will Minnesota Power’s load decline if the proposed rate is not approved?  
What is the likely impact of that load decline on the utility? 

 
8. How is the information provided by Minnesota Power to answer the questions above 

known?  Is the information reliable? 
 

9. Is Minnesota Power’s proposed rate appropriately targeted to businesses that need a rate 
discount in order to sustain their operations? 
 

10. Should the costs of the program be capped? 

11. Should the utility provide a flat credit for production, or should it be graduated? 

12. Should the Commission require periodic reporting to evaluate whether any discount that 
may ultimately be granted for EITE customers continues to be needed? 
 
The Commission should require the utility to supply detailed answers to these questions 

so that it can carefully analyze the responses in determining whether the utility’s proposal will 

result in a “net benefit for the utility or the state.” 

C. THE COMMISSION NEEDS AN ACCURATE CALCULATION OF THE AMOUNT THAT 
WILL BE RECOVERED FROM MINNESOTA POWER’S OTHER RATEPAYERS IF THE 
EITE RATE IS APPROVED.  

The Commission should also inform its net benefit analysis by determining the amount 

that must be recovered from Minnesota Power’s other ratepayers for providing the proposed 

EITE rate.39  At this time, this amount is not known because Minnesota Power has not correctly 

calculated it according to the statute.  The statute authorizing the EITE rate provides that the 

utility shall be allowed to “recover any costs, including reduced revenues, or refund any savings, 

including increased revenues, associated with providing” the EITE rate.40  Therefore, to 

determine any appropriate amount to be recovered from—or refunded to—non-EITE customers, 

the Commission must calculate the revenues that would be collected from EITE customers 

                                                 
39 The OAG recognizes that the Commission will not be able to determine the amount that will be recovered from 
each customer class until it evaluates the company’s cost recovery proposal.  The Commission, however, should 
know the total amount that will be recovered when it conducts its net benefit analysis. 
40 Minn. Stat. § 216B.1696, subd. 2(d) (2015). 
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without the proposed rate and compare them to the revenues that will be collected with the 

proposed rate.  Minnesota Power has not provided this information.  Because the statute requires 

the Commission to compare the utility's revenues under each scenario, the Commission must 

account for any difference in sales with and without the proposed EITE rate.   

The recovery allowed by the EITE statute differs from how recovery mechanisms are 

calculated for other discount rates.  For other discount rates, utilities are allowed a recovery 

based on the difference between the discounted rate and what would otherwise have been 

charged, without considering whether providing the discount increased sales.41  These other 

statutes set a recovery based on the difference in the rate charged—and without regard for any 

difference in sales.  Therefore, unlike the EITE statute, they do not contemplate that the utility 

may need to provide a refund to customers for increased revenue.  Rather, they contemplate that 

the utility will only need to recover lost revenues. 

Minnesota Power’s Petition does not provide a calculation of the amount it must recover 

from or refund to customers consistent with the EITE statute.  It has not compared the revenues 

that would be collected from its EITE customers with and without its proposed rate, and it has 

not provided the sales amount that it expects will be gained or saved by offering the EITE rate.  

Rather, the company has improperly proposed to recover the total amount of the discount it will 

provide to its EITE customers.42  By requesting recovery in this manner, Minnesota Power has 

calculated its recovery the same way that it calculates recovery of other discounted rates.  This is 

                                                 
41 For instance, utilities that provide a competitive rate rider under Minnesota Statutes section 216B.162 may seek 
recovery of “the difference between the standard tariff and the competitive rate times the usage level during the test 
year period.”  Minn. Stat. § 216B.162, subd. 4(3) (2015).  Similarly, utilities that offer discounted rates for area 
development plans under Minnesota Statutes section 216B.161 may recover “the difference in revenue collected 
under the area development plan rate and what would have been collected under the standard tariff.”  Minn. Stat. 
§ 216B.161, subd. 3 (2015) (emphasis added). 
42 See Petition at 26, Ex. B-1 (calculating the proposed recovery based on the anticipated $17.8 million discount for 
EITE customers). 
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not the process required by the EITE statute.  Accordingly, to inform its net benefits analysis, the 

Commission should calculate the revenue that Minnesota Power will receive with and without its 

proposed EITE rate. 

V. CONCLUSION 

The law enacted by the Minnesota Legislature this year requires the Commission to 

determine whether Minnesota Power’s proposed EITE rate provides a “net benefit to the utility 

or the state” if the rate is to be approved.  To make this determination, the Commission must 

request additional information from the utility and thoroughly analyze all costs and benefits that 

would result from the utility’s proposal, including the impact on other ratepayers. 

 
Dated:     December 21, 2015   Respectfully submitted, 
 

LORI SWANSON 
Attorney General 
State of Minnesota 
 
 
s/ Ian Dobson  
IAN DOBSON 
Assistant Attorney General 
Atty. Reg. No. 0386644 
 
445 Minnesota Street, Suite 1400 
St. Paul, Minnesota 55101-2131 
(651) 757-1432 (Voice) 
(651) 297-7206 (TTY) 
ian.dobson@ag.state.mn.us 
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December 21, 2015 

 
 
 
 
Mr. Daniel Wolf, Executive Secretary 
Minnesota Public Utilities Commission 
121 Seventh Place East, Suite 350 
St. Paul, MN  55101-2147 
 
 Re: In the Matter of a Petition to Ensure Competitive Electric Rates for Energy-

Intensive Trade-Exposed Customers 
  Docket No. E015/M-15-984 
 
Dear Mr. Wolf: 
 
 Enclosed and e-filed in the above-referenced matter please find the Comments of the 
Office of the Attorney General—Residential Utilities and Antitrust Division (“OAG”).  As the 
Commission requested in its November 19, 2015 Notice, the OAG has limited its comments to 
the utility’s proposed EITE rate and rate schedule.  While Minnesota Power and several EITE 
customers argue that the Commission must also rule on the company’s proposed cost-recovery 
mechanism within ninety days of the utility’s filing, this argument contradicts the text of 
Minnesota Statutes, section 216B.1696.  Instead, the statute explicitly states that “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.”1  The statute further contemplates Commission 
approval of a cost recovery mechanism in a later proceeding—either in a rate case or in a rider 
between rate cases.2  While the Commission may, as a matter of public policy, establish an 
expedited timeframe to review a utility’s cost-recovery proposal for its EITE rate, it is not 
required to do so.  Minnesota Power and its EITE customers’ claim that the utility’s filing can 
modify the Commission’s statutory obligations, and require a ruling on a utility’s cost-recovery 
proposal within ninety days, is wrong and should be rejected. 
 
 
  

                                                 
1 Minn. Stat. § 216B.1696, subd. 2(b) (2015) (emphasis added). 
2 Minn. Stat. § 216B.1696, subd. 2(d) (2015). 

SUITE 1400 
445 MINNESOTA STREET 
ST. PAUL, MN 55101-2131 
TELEPHONE: (651) 296-7575 
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Mr. Daniel Wolf, Executive Secretary 
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By copy of this letter, all parties have been served.  An Affidavit of Service is also 
enclosed. 
 

Sincerely, 
 
s/ Ian Dobson 
 
IAN DOBSON 
Assistant Attorney General 
 
(651) 757-1432 (Voice) 
(651) 296-9663 (Fax) 
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AFFIDAVIT OF SERVICE 
 
 
Re: In the Matter of a Petition to Ensure Competitive Electric Rates for Energy-

IntensiveTrade-Exposed Customers 
 Docket No. E015/M-15-984 
 
 
STATE OF MINNESOTA ) 
 ) ss. 
COUNTY OF RAMSEY ) 
 
 Judy Sigal hereby states that on December 21, 2015, I e-filed with eDockets the 

Comments of the Office of the Attorney General—Residential Utilities and Antitrust Division 

and served the same upon all parties listed on the attached service list by email, and/or United 

States Mail with postage prepaid, and deposited the same in a U.S. Post Office mail receptacle in 

the City of St. Paul, Minnesota. 

 
 
  s/ Judy Sigal     
  Judy Sigal 
 
Subscribed and sworn to before me 
this 21st day of December, 2015. 
 
 
s/ Ruth M. Busch    
Notary Public 
 
My Commission expires:  January 31, 2020. 
 
  
 
























