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STATE OF MINNESOTA 
BEFORE THE 

MINNESOTA PUBLIC UTILITIES COMMISSION 
 

In the Matter of a Revised Petition by Minnesota                                Docket No. E015/M-16-564 
Power for a Competitive Rate for Energy-Intensive 
Trade-Exposed (EITE) Customers and an EITE Cost  
Recovery Rider MINNESOTA POWER’S 
 PETITION FOR RECONSIDERATION 

 

I.  INTRODUCTION 

 

On October 13, 2017, the Minnesota Public Utilities Commission (“Commission”) issued 

its Order in Docket E015/M-16-564 (“October 2017 Order”) regarding Minnesota Power’s 

compliance filing from the Energy-Intensive Trade-Exposed (“EITE”) docket.  Minnesota Power 

respectfully submits that the October 2017 Order and the prior April 20, 2017 Order (“April 2017 

Order”) do not comport with the settled standards for administrative agency decisions articulated 

in each of Minn. Stat. §§ 14.69(a) – (f). This decision is not supported by the record, is contrary to 

applicable law and statutory standards established under Minn. Stat. § 216B.1696 (“EITE 

Statute”), violates legal principles and is otherwise arbitrary and capricious. 

 

As a result, the Company respectfully requests that the Commission reconsider its October 

2017 Order and April 2017 Order pursuant to Minn. Stat. § 216B.27, subd. 1 and Minn. Rule 

7829.3000. The Company’s fundamental assertion in requesting reconsideration is that the 

Commission erred by violating the utility revenue neutrality standard set forth under Minn. Stat. § 

216B.1696, subd. 2(d). Specifically, the Commission’s decision to retroactively consider use of 

2016 actual revenues as a baseline in determining EITE refunds to non-EITE customers results in 

Minnesota Power not being able to utilize a tracker account as authorized by the Commission’s 

December 21, 2016 Order (“December 2016 Order”).  Further, the Commission’s decision 

eliminates the fundamental legislative basis under which Minnesota Power went forward with 

implementing the EITE Customers Rider (“EITE discount”) effective February 1, 2017, due to the 

fact that revenue neutrality cannot be realized without proper use of the tracker, as directed per the 

Commission’s December 2016 order. 
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Based upon the Commission’s October 2017 Order, and pending further resolution of the 

issues in either this Docket or Minnesota Power’s pending rate case in Docket No. E015/GR-16-

664, Minnesota Power informed the Commission in its September 29, 2017 Letter of its suspension 

of the EITE discount.    

 

II.  PETITION FOR RECONSIDERATION 

When the EITE Statute was enacted by the Legislature and signed by the Governor in 2015, 

it addressed cost neutrality for the implementing utility, in this case, Minnesota Power. As the 

Commission’s December 2016 Order stated: “Minn. Stat. § 216B.1696, subd. 2[(d)] requires that 

the Company be allowed to recover the costs of its EITE rate schedule either through a cost 

recovery rider or in its next general rate case.” Minn. Stat. § 216B.1696, subd. 2(d) states, “In its 

next general rate case or through an EITE cost recovery rate rider between general 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.” While the statute expressly addresses cost neutrality for Minnesota Power, 

this concept was violated when the Commission adopted the OAG’s recommendation in its April 

2017 Order and affirmed in its October 2017 Order, the result of the decisions being that Minnesota 

Power cannot recover costs associated with providing service under the Commission-approved 

EITE rate schedule. 

 

Minnesota Power’s tracker account is not able to function as intended  

 

Upon approval of the Commission’s December 2016 Order, Minnesota Power was 

authorized to establish a tracker account (Order Paragraph 7), in support of the EITE Statute 

requirement “Upon approval of any EITE rate schedule, the utility shall create a separate account 

to track the difference in revenue between what would have been collected under the electric 

utility's applicable standard tariff and the EITE rate schedule.”  The Commission specifically did 

not rely upon cost recovery or future rate case considerations in making this determination, and in 

fact stated: “And to remain strictly within the bounds established by the legislature, the 

Commission’s finding does not concern possible rate impacts for customers subject to cost 

recovery under the statute.” December 2016 Order at 11.  The Order also noted that Minnesota 
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Power’s proposed cost recovery rider would recoup costs of the EITE discount from non-EITE 

customers and defined a rate schedule for purposes of the EITE Statute.  Minn. Stat. § 216B.1696, 

subd. 1(d) and December 2016 Order at 5.  It is the amount within the EITE rate schedule that is 

recorded in the separate tracker account.  Minn. Stat. § 216B.1696, subd. 2(d).  However, to follow 

the statute, and specifically to be revenue neutral for Minnesota Power, this same tracker amount, 

which is a cost to Minnesota Power, needs to be fully recovered from non-EITE customers - 

exempting low-income customers.  The Commission Order prevents Minnesota Power from 

collecting that tracker amount, as well as the costs of providing the EITE rate, by establishing a 

baseline and by retroactively setting that baseline as 2016 year-end revenue – initially in its April 

2017 Order and as affirmed in its October 2017 Order,   

 

It is now clear that an event occurred between the Commission’s December 2016 Order 

authorizing the EITE rate and the March 9, 2017 agenda hearing for the EITE Cost Recovery Rider 

that had the result of unfavorably impacting the deliberation and review of the EITE Cost Recovery 

Rider.  This event was United States Steel Corporation’s decision to restart US Steel’s Keetac 

operation in Keewatin, Minnesota (“Keetac”).  As stated at the March 9, 2017 hearing, Minnesota 

Power agrees that United States Steel attributed the restart of Keetac in part to the Commission’s 

approval of the EITE discount at its September 15, 2016 agenda hearing.  (See March 9, 2017 

Agenda Transcript at 33-34 and US Steel March 10, 2017 Letter stating that “measures such as the 

2016 Commission approval of the EITE Customers Rider were crucial ingredients in our ability to 

realize the startup of Keetac this month.”).  However, it is important to note that, at the time of US 

Steel’s December 1, 2016 demand nomination and Minnesota Power subsequent voluntary 

lowering of its interim rate request, the Commission’s December 2016 Order had not yet been 

issued and the Commission had separated any cost recovery decisions for non-EITE customers.   

 

In fact, the EITE rate schedule was not implemented until February 1, 2017, which 

Minnesota Power considers to be the earliest possible effective date following receipt of the Order.  

This is an extremely relevant point that was overlooked in the Commission decision because there 

was no “difference in revenue” as defined by statute when the December 2016 Order was issued.  

The difference in revenue that was tracked in the Commission-approved tracker account only 

began when the EITE discount became effective.  In other words, the Commission is comparing 
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the applicable standard tariff for all EITE customers as of December 31, 2016 to that as of February 

1, 2017 when the EITE discount took effect.  This is not the difference that Minnesota Power has 

recorded in its EITE tracker account.  The result is that EITE customers to-date have paid almost 

$9 million less to Minnesota Power through the EITE discount that they would have paid under 

the applicable standard tariff; specifically, the Large Power Service Schedule and corresponding 

Electric Service Agreements.   

 

The Commission actions of adopting and affirming a refund mechanism for conditions that 

existed prior to establishment of the tracker and prior to the effective date of the EITE discount 

created a tracker balance that Minnesota Power will likely never be able to collect from Non-EITE 

Customers.  Minnesota Power’s adjustments proposed in its compliance filing would correct that 

discrepancy and would allow for both increased and reduced revenues to be reflected in the proper 

functioning of the tracker per the legislative intent of the statute.  Specifically, since the 2016 

baseline had no revenues for Keetac, the Commission in adopting the OAG’s approach, captured 

all of the Keetac revenues to provide the refund for non-EITE customers, the result being that for 

the four-year term of the EITE discount will likely never be recovered from non-EITE customers, 

and logic would suggest that, if the non-EITE customers do not support the EITE discount through 

a charge from the tracker then Minnesota Power is the only other possible entity to support the 

credits provided to EITE customers.  This outcome occurs whether or not the EITE discount is 

successful in encouraging high levels of production from EITE customers.  For example, if another 

EITE customer has a down year in 2018 and less EITE discount is provided, in theory the Energy 

Charge Credit is not as successful, but the outcome for non-EITE customers will almost certainly 

be the same – no cost recovery from non-EITE customers, with any cost recovery fully refunded 

due to the use of the 2016 baseline established in the April 2017 Order and not modified in the 

October 2017 Order.  See Minnesota Power’s April 12, 2017 Reply Comments, Attachment A.  

Neither the EITE Statute or the record support the direction of the additional Keetac revenues to 

the EITE discount in such a manner as adopted by the Commission.  In both establishing a baseline 

and retroactively setting it as of the end of 2016 in its April 2017 Order and affirmed in its October 

2017 Order, the Commission made an outcome based decision that contradicts the language and 

intent of the EITE Statute and Minnesota Power’s Energy Charge Credit.   
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Minnesota Power is not Revenue Neutral as result of the Commission Order 

 

To further illustrate why the EITE refund requirement is not revenue neutral to Minnesota 

Power and negates the December 2016 Order and intent of the EITE Statute, the following two 

figures are provided.   

 

Figure 1. 

 

Figure 1 provides an illustration of how Minnesota Power filing intended to recoup the 

“costs” of the EITE discount from non-EITE customers.  Under Minnesota Power’s original 

Petition, the Company asked that the amount provided to EITE customers as a discount be 

recovered from Non-EITE customers as was the intent of the legislation.  

 

The transactions were anticipated to be treated as follows: 

1) The Company offers the EITE discount to the EITE customers for approximately $13 

million dollars in 2017.  

2) The EITE Companies generate approximately $16 million in additional revenue that is 

collected by Minnesota Power. 
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3) Minnesota Power then bills the Non-EITE customers for the cost recovery of the EITE 

discount given to EITE customers for $13 million dollars.  

4) The incremental $16 million dollars received by Minnesota Power in additional EITE 

customer revenues is used to reduce the revenue deficiency in the current rate case. 

 

The EITE discount equals the cost recovery from Non-EITE customers in this case. 

Minnesota Power is revenue neutral as is defined by the EITE Statute. This scenario as anticipated 

by Minnesota Power in the Company’s original petition is about working toward competitive rates 

as a rate design issue for Minnesota’s EITE customers. Tracker balances would be established to 

account for the differences that arise during the year due to changes in the estimates used to 

establish cost recovery billing factors. Any over or under recovery would be accumulated in the 

tracker and factored into the following year’s cost recovery billing factors. In the end, after the 

EITE discount is discontinued, any remaining tracker balance would either be recovered from 

customers or refunded to customers. 

 

The anticipated $13.5 million of the first year of the EITE discount would have been 

collected from non-EITE customers.  Minnesota Power is no better nor any worse off.  Any 

additional or loss of revenues, including the interim rate reductions accepted by the Commission, 

would then presumably be addressed in the rate case.  
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Figure 2. 

 

 

 

Figure 2 provides an illustration of how the Commission’s April 2017 Order and October 

2017 Order would be applied.  EITE customers, the source of the additional $16 million in 

revenues, are in effect paying for their own discount instead of non-EITE customers.  Instead of 

Minnesota Power being the pass-through between EITE customers and non-EITE customers, 

Minnesota Power has a tracker account that would have  a negative $13.5 million balance in the 

first year (currently over $8 million) and has no ability to recoup that amount from non-EITE 

customers.  This is not revenue neutral to Minnesota Power nor does it reflect the requirements in 

the EITE Statute.  

 

Under the Commission’s orders, the amount provided to EITE customers as a discount 

would not always be recovered from Non-EITE customers, as was the intent of the legislation. In 

certain cases, like the anticipated 2017 situation, the Company would not be kept revenue neutral 

and the EITE customers in the end would be effectively paying their own discount and tracker 

balances become unrecoverable under scenarios like 2017.  
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The transactions as a result of the order would be treated as follows: 

1) As in the first case the Company offers the EITE discount to the EITE customers for 

approximately $13 million dollars in 2107.  

2) Also, the EITE customers generate approximately $16 million in additional revenue that 

is collected by Minnesota Power. 

3) Minnesota Power then bills the Non-EITE customers for the cost recovery of the EITE 

discount given to EITE customers for $13 million dollars.  

4) Under this scenario the Non-EITE customers are refunded their original cost recovery 

revenues collected by Minnesota Power, or more likely would never be billed originally 

given the current estimates of EITE customer revenues for 2017.  

 

The incremental $16 million dollars received by Minnesota Power in additional EITE 

customer revenues would not be used to reduce the revenue deficiency in the current rate review. 

Additionally, the following question is created: How is the incremental $3 million dollars collected 

from EITE customers handled in this scenario? It is very unclear due to the “leakage” created by 

the Commission’s orders.  

 

The EITE discount does not equal the net cost recovery from Non-EITE customers in this 

case. Minnesota Power is no longer revenue neutral as is defined by the EITE Statute. This scenario 

as ordered by the Commission is not about establishing competitive rates for Minnesota’s EITE 

customers, but is an incentive rate as was discussed by Commissioner’s during deliberations. That 

was clearly not the intent of the EITE Statute. The erroneous interpretation of the statute by the 

Commission, as reflected in the April 2017 and the October 2017 Orders results in the creation of 

tracker balances that were established under the Commission’s December 2016 Order approving 

the EITE rate that can never be collected. In fact as the tracker balances would need to be paid off 

from revenues collected from EITE customer revenues already collected and booked as large 

power revenues, these tracker balances would need to be written off by Minnesota Power under 

the Commission order scenario. In the end, after the EITE discount is paid for by the EITE 

customer revenues received by Minnesota Power and the Commission order on cost recovery make 

the tracker balances approved and established by the Commission in the December 2016 Order, 

uncollectable. 
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 Implementation of the Order as described in the example in Figure 2 also reflects why the 

Commission’s October 2017 Order incorrectly states: “To do as the Company now recommends 

would essentially deprive EITE customers of the full benefit of the EITE rate as intended by the 

statute.”  Order at 5. By ordering Minnesota Power to refund the entire EITE discount amount to 

Non-EITE customers, the Commission deprives EITE customers of the full benefit of the EITE 

rate because the source of that refund is from one specific EITE customer, Keetac.  Further, the 

Commission has interpreted the EITE Statute as providing two separate Commission 

considerations into granting or denying the EITE rate schedule and how cost recovery should occur 

in a rider or a general rate case.  By reaching back to the December 2016 Order in its April 2017 

Order and supported through its October 2017 Order, the Commission has improperly applied the 

EITE Statute and standard of review set forth under Minn. Stat. § 216B.1696, subd. 2(b) and more 

importantly the legislative directive that: “It is 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).  Adopting the Company’s proposal adheres to the revenue neutrality 

requirement under the EITE Statute to the benefit of EITE customers, not the detriment.    

 

III. CONCLUSION 

 

  EITE customers continue to face competitive pressures that are very real, as evidenced by 

the UPM Blandin announcement of the permanent shut down of its Paper Machine 5 and the 

relating layoffs of 150 employees. Minnesota Power respectfully requests that the Commission 

reconsider its April 2017 Order and October 2017 Order to ensure the energy policy of the State 

of Minnesota is fully implemented for EITE Customers and Minnesota Power through creation of 

conditions under which Minnesota Power can follow the EITE statute by providing competitive  

  



10 
 

rates for energy-intensive trade-exposed customers through the EITE rate, recover those costs 

through a revenue-neutral tracker mechanism, and hence can subsequently restart the EITE rate 

for its EITE customers, hopefully delaying or averting the next unfortunate customer 

announcement. 

 

Dated: November 2, 2017    Respectfully, 

 

 

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



 
STATE OF MINNESOTA )    AFFIDAVIT OF SERVICE VIA 
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----------------------------------------------------------------------------------------------------------- 
  

 Susan Romans of the City of Duluth, County of St. Louis, State of Minnesota, 

says that on the 2nd day of November, 2017, she served Minnesota Power's Petition for 

Reconsideration in Docket No. E015/M-16-564 on the Minnesota Public Utilities 

Commission and the Energy Resources Division of the Minnesota Department of 

Commerce via electronic filing. The persons on the attached Official Service List were 

served as requested. 
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Herbert Minke hminke@allete.com Minnesota Power 30 W Superior St
										
										Duluth,
										MN
										55802

Electronic Service No OFF_SL_16-564_Official

David Moeller dmoeller@allete.com Minnesota Power 30 W Superior St
										
										Duluth,
										MN
										558022093

Electronic Service No OFF_SL_16-564_Official
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Andrew Moratzka andrew.moratzka@stoel.co
m

Stoel Rives LLP 33 South Sixth St Ste 4200
										
										Minneapolis,
										MN
										55402

Electronic Service No OFF_SL_16-564_Official

David Niles david.niles@avantenergy.c
om

Minnesota Municipal Power
Agency

220 South Sixth Street
										Suite 1300
										Minneapolis,
										Minnesota
										55402

Electronic Service No OFF_SL_16-564_Official

Michael Noble noble@fresh-energy.org Fresh Energy Hamm Bldg., Suite 220
										408 St. Peter Street
										St. Paul,
										MN
										55102

Electronic Service No OFF_SL_16-564_Official

Rolf Nordstrom rnordstrom@gpisd.net Great Plains Institute 2801 21ST AVE S STE 220
 
										
										Minneapolis,
										MN
										55407-1229

Electronic Service No OFF_SL_16-564_Official

Kate O'Connell kate.oconnell@state.mn.us Department of Commerce Suite 50085 Seventh Place
East
										
										St. Paul,
										MN
										551012198

Electronic Service No OFF_SL_16-564_Official

Elanne Palcich epalcich@cpinternet.com Save Our Sky Blue Waters P.O. Box 3661
										
										Duluth,
										MN
										55803

Electronic Service No OFF_SL_16-564_Official

Max Peters maxp@cohasset-mn.com City of Cohasset 305 NW First Ave
										
										Cohasset,
										MN
										55721

Electronic Service No OFF_SL_16-564_Official

Jennifer Peterson jjpeterson@mnpower.com Minnesota Power 30 West Superior Street
										
										Duluth,
										MN
										55802

Electronic Service No OFF_SL_16-564_Official

William Phillips wphillips@aarp.org AARP 30 E. 7th St Suite 1200
										
										St. Paul,
										MN
										55101

Electronic Service No OFF_SL_16-564_Official
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Tolaver Rapp Tolaver.Rapp@cliffsnr.com Cliffs Natural Resources 200 Public Square
										Suite 3400
										Cleveland,
										OH
										441142318

Electronic Service No OFF_SL_16-564_Official

Ralph Riberich rriberich@uss.com United States Steel Corp 600 Grant St Ste 2028
										
										Pittsburgh,
										PA
										15219

Electronic Service No OFF_SL_16-564_Official

Buddy Robinson buddy@citizensfed.org Minnesota Citizens
Federation NE

2110 W. 1st Street
										
										Duluth,
										MN
										55806

Electronic Service No OFF_SL_16-564_Official

Santi Romani N/A United Taconite P O Box 180
										
										Eveleth,
										MN
										55734

Paper Service No OFF_SL_16-564_Official

Susan Romans sromans@allete.com Minnesota Power 30 West Superior Street
										Legal Dept
										Duulth,
										MN
										55802

Electronic Service No OFF_SL_16-564_Official

Richard Savelkoul rsavelkoul@martinsquires.c
om

Martin & Squires, P.A. 332 Minnesota Street Ste
W2750
										
										St. Paul,
										MN
										55101

Electronic Service No OFF_SL_16-564_Official

Thomas Scharff thomas.scharff@versoco.c
om

Verso Corp 600 High Street
										
										Wisconsin Rapids,
										WI
										54495

Electronic Service No OFF_SL_16-564_Official

Larry L. Schedin Larry@LLSResources.com LLS Resources, LLC 332 Minnesota St, Ste
W1390
										
										St. Paul,
										MN
										55101

Electronic Service No OFF_SL_16-564_Official

Robert H. Schulte rhs@schulteassociates.co
m

Schulte Associates LLC 1742 Patriot Rd
										
										Northfield,
										MN
										55057

Electronic Service No OFF_SL_16-564_Official
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Britt See Benes britt@ci.aurora.mn.us City of Aurora 16 W 2nd Ave N
										PO Box 160
										Aurura,
										MN
										55705

Electronic Service No OFF_SL_16-564_Official

Janet Shaddix Elling jshaddix@janetshaddix.co
m

Shaddix And Associates Ste 122
										9100 W Bloomington Frwy
										Bloomington,
										MN
										55431

Electronic Service No OFF_SL_16-564_Official

Doug Shoemaker dougs@mnRenewables.or
g

MRES 2928 5th Ave S
										
										Minneapolis,
										MN
										55408

Electronic Service No OFF_SL_16-564_Official

Brett Skyles Brett.Skyles@co.itasca.mn.
us

Itasca County 123 NE Fourth Street
										
										Grand Rapids,
										MN
										557442600

Electronic Service No OFF_SL_16-564_Official

Joshua Smith joshua.smith@sierraclub.or
g

85 Second St FL 2
										
										San Francisco,
										California
										94105

Electronic Service No OFF_SL_16-564_Official

Corbin Smyth csmyth@d.umn.edu UMD Student Life 1208 Kirby Dr
										
										Duluth,
										MN
										55812

Electronic Service No OFF_SL_16-564_Official

Richard Staffon rcstaffon@msn.com W. J. McCabe Chapter,
Izaak Walton League of
America

1405 Lawrence Road
										
										Cloquet,
										Minnesota
										55720

Electronic Service No OFF_SL_16-564_Official

James M. Strommen jstrommen@kennedy-
graven.com

Kennedy & Graven,
Chartered

470 U.S. Bank Plaza
										200 South Sixth Street
										Minneapolis,
										MN
										55402

Electronic Service No OFF_SL_16-564_Official

Eric Swanson eswanson@winthrop.com Winthrop & Weinstine 225 S 6th St Ste 3500
										Capella Tower
										Minneapolis,
										MN
										554024629

Electronic Service No OFF_SL_16-564_Official

Robert Tammen bobtammen@frontiernet.ne
t

Wetland Action Group PO Box 398
										
										Soudan,
										MN
										55782

Electronic Service No OFF_SL_16-564_Official
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David Thornton J.David.Thornton@state.m
n.us

MN Pollution Control
Agency

520 Lafayette Road
										
										St. Paul,
										MN
										55101

Electronic Service No OFF_SL_16-564_Official

Jim Tieberg jtieberg@polymetmining.co
m

PolyMet Mining, Inc. PO Box 475
										County Highway 666
										Hoyt Lakes,
										MN
										55750

Electronic Service No OFF_SL_16-564_Official

Jessica Tritsch jessica.tritsch@sierraclub.o
rg

Sierra Club 2327 E Franklin Ave
										
										Minneapolis,
										MN
										55406

Electronic Service No OFF_SL_16-564_Official

Karen Turnboom karen.turnboom@versoco.c
om

Verso Corporation 100 Central Avenue
										
										Duluth,
										MN
										55807

Electronic Service No OFF_SL_16-564_Official

Kevin Walli kwalli@fryberger.com Fryberger, Buchanan,
Smith & Frederick

380 St. Peter St  Ste 710
										
										St. Paul,
										MN
										55102

Electronic Service No OFF_SL_16-564_Official

Cam Winton cwinton@mnchamber.com Minnesota Chamber of
Commerce

400 Robert Street North
										Suite 1500
										St. Paul,
										Minnesota
										55101

Electronic Service No OFF_SL_16-564_Official

Daniel P Wolf dan.wolf@state.mn.us Public Utilities Commission 121 7th Place East
										Suite 350
										St. Paul,
										MN
										551012147

Electronic Service Yes OFF_SL_16-564_Official

Scott Zahorik scott.zahorik@aeoa.org Arrowhead Economic
Opportunity Agency

702 S. 3rd Avenue
										
										Virginia,
										MN
										55792

Electronic Service No OFF_SL_16-564_Official


