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Dear Mr. Wolf:
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December 5, 2018. Note that since the attached tariff sheet is a new page for Minnesota Power’s Rate
Book, an updated Table of Contents is also included.

Please contact me at the number above if you have any questions about this filing.

Yours truly,
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In the Matter of a Commission Investigation into Docket No. E, G-999/CI-17-895

the Effects on Electric and Natural Gas Utility

Rates and Services of the 2017 Federal Tax Act MINNESOTA POWER’S
COMPLIANCE FILING
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I. INTRODUCTION

Minnesota Power (“the Company”) respectfully submits its Compliance Filing in response
to the Minnesota Public Utilities Commission’s (“Commission”) December 5, 2018 Order (“Tax

Docket Order”) in the above-referenced Docket.

In the Tax Docket Order, the Commission established methods for rate-regulated utilities
to incorporate into rates the tax cost savings resulting from the Tax Cuts and Jobs Act (“TCJA”).
The Commission ordered all rate-regulated energy utilities to make a compliance filing within 30
days including the utility’s proposed implementation date, all supporting calculations for the
Commission-required refund and adjustment to base rates (as applicable), and a proposed customer
notice. Minnesota Power provides the required information, as well as an updated tariff sheet for

its new tax rider and updated Table of Contents for the Company’s Rate Book.

II. MINNESOTA POWER’S RESPONSE

Order Point 5 of the Tax Docket Order specifically relates to Minnesota Power and
addresses returning excess accumulated deferred income taxes (“Excess ADIT”) as shown below.
The Company’s base rates have already been modified to incorporate current period tax cost

savings from the TCJA.
5. Minnesota Power shall return to ratepayers its TCJA-related savings as
follows:

A. The utility shall use a rider to return the following annual savings to be
implemented in conjunction with the implementation of final rates in



Docket No. E-015/GR-16-664. In the Matter of the Application of
Minnesota Power for Authority to Increase Rates for Electric Service in
Minnesota:

1) Protected excess accumulated deferred income tax liability,
amortized using ARAM as early as IRS provisions allow, plus
2) Unprotected excess ADIT liability, amortized over ten years.

B. The utility shall also return to ratepayers the benefits of the excess ADIT
impacts that have already accrued by—

1) a one-time refund, consistent with its current rate design, or
2) incorporating the benefits into the rate case interim refund
calculation.

A. Implementation timing of new tax rider

At the August 9, 2018 Commission hearing on this matter, Minnesota Power agreed to
implement the new tax rider in conjunction with the implementation of final rates in the
Company’s rate case in Docket E-15/GR-16-664. However, the Tax Docket Order was issued on
December 5, 2018, four days after final rates were implemented in the rate case on December 1.
Because the Tax Docket Order was issued after final rates were implemented, the Company was
unable to implement the tax rider in conjunction with final rates. Instead, Minnesota Power will
implement the tax rider on January 1, 2019, which is the first of the month following the

Commission Order and the soonest the tax rider could be implemented.
B. Calculation of new tax rider

The tax rider returns to customers the protected Excess ADIT, amortized using ARAM as
early as IRS provisions allow, plus unprotected Excess ADIT, amortized over ten years. The
calculation for annual amortization of Excess ADIT was provided in Table 1 of Minnesota Power’s
June 18, 2018 Additional Reply Comments in this docket and is restated in Table 1 below. The
tariff sheet for the new tax rider is attached to this Compliance Filing, as well as an updated Table

of Contents for the Company’s Rate Book.



Table 1. Minnesota Power calculation of Excess ADIT

Total Excess Amortization Amortization of

ADIT Period  Excess ADIT
Excess deferred taxes for plant items ~ (219,741,783) ARAM* (9,173,288)
Excess deferred taxes for NOLs 36,498,107 ARAM 1,520,754
Excess deferred taxes for non-plant
items (6,499,648) 10 yrs (649,965)
Total (189,743,324) (8,302,499)
Jurisdictional percentage 85.80%
Annual amortization of Excess ADIT (7,123,544)
Annual amortization after gross-up
(1.40335) (9,996,825)

*Average Rate Assumption Method

The calculation of the new tax rider was included in a letter submitted in this docket on
August 3, 2018 and is restated in Table 2 below, using the grossed-up amortization of Excess
ADIT shown in Table 1 and revenue requirements from Minnesota Power’s June 28, 2018

Compliance Filing in its current rate case (Docket No. EO15/GR-16-664).

Table 2. Calculation of New Tax Rider

Calculation of Uniform Discount Rate for
2017 Federal Tax Cut Refund of Excess ADIT

2017 Test Year
Revenue /1

Residential, including Dual Fuel 113,278,810
General Service, including Dual Fuel 69,482,120
Large Light & Power 117,008,560
Large Power, excluding Other 350,070,253
Municipal Pumping 1,755,516
Lighting 3,544,891
Total 655,140,150
Annual Refund Amount (9,996,825)
Uniform Discount to Apply to Bills -1.5259%

1/ MP Compliance Filing, 6/28/2018, Schedule 10, page 2.
Docket E015/GR-16-664.



C. Proposed Customer Notice
The following notice will appear on customer bills beginning on January 1, 2019:

Effective January 1,2019, per the Tax Cuts and Jobs Act, a 1.5259%
credit will be applied to your bill. The line item appears on your bill as
“Tax Reform Credit -1.5259%”

D. One-time Refund

For the amounts of Excess ADIT which have already accrued, the Commission directed
Minnesota Power to either return to customers by a one-time refund or by incorporating the
benefits into the interim refund calculation in the Company’s rate case. Because of the complexity
and timing uncertainty involved with interim rate refunds, Minnesota Power proposes to issue a
one-time refund to customers in the March 2019 billing cycle. If the timing of interim rates should
happen to fall within the March 2019 billing cycle, then the Company proposes to issue the one-

time Excess ADIT refund on the month following interim rate refunds.

III. CONCLUSION

Minnesota Power has provided the information required by the Tax Docket Order. The
implementation date for the new tax rider will be January 1, 2019, and an updated tariff sheet is
provided. The proposed implementation for returning accrued amounts of Excess ADIT to
customers will be a one-time lump sum in the March 2019 billing cycle, unless interim rate refunds
should fall in March 2019. In that case, the one-time lump sum would be paid to customers in the

April 2019 billing cycle.

Dated: December 21, 2018 Respectfully submitted,

S PP

Susan Ludwig

Policy Manager
Minnesota Power

30 West Superior Street
Duluth, MN 55802
(218) 355-3586
sludwig@mnpower.com
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RIDER FOR 2017 FEDERAL TAX CUT REFUND

APPLICATION

Applicable to electric service under all Retail Rate Schedules (and including all applicable
Riders thereto) except that this Rider shall not be applicable to service under Company’s Rider
for Large Power Interruptible Service, Rider for Large Power Incremental Production Service or
Competitive Rate Schedules — Rate Codes 73 and 79. In addition, this Rider is not applicable to
billings under the Rider for Conservation Program Adjustment, Rider for Renewable Resources,
Rider for Transmission Cost Recovery, Rider for Customer Affordability of Residential Electricity
(CARE), Rider for Boswell Unit 4 Emission Reduction Rider for Voluntary Renewable Energy,
Rider for Fuel and Purchased Energy Adjustment, and Pilot Rider for Community Solar Garden.

ADJUSTMENT

There shall be applied to Customer's monthly bill an Excess Accumulated Deferred
Income Tax (Excess ADIT) refund factor applicable to all charges for service taken under
Company’s standard rate schedules (except as described above):

All applicable Retail Rate Customers: -1.5259% refund factor
Filing Date August 3, 2018 MPUC Docket No. E, G-999/CI-17-895
Effective Date _ January 1, 2019 Order Date December 5, 2018

Approved by: _Marcia A. Podratz
Marcia A. Podratz
Director - Rates
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that on the 21% day of December, 2018, she served Minnesota Power's Compliance Filing
in Docket No. E,G-999/CI-17-895 on the Minnesota Public Utilities Commission and the
Energy Resources Division of the Minnesota Department of Commerce via electronic

filing. The persons on E-Docket’s Official Service List for this Docket were served as

Liser Fomans

Susan Romans

requested.
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Lee

ASLee@minnesotaenergyr
esources.com

Minnesota Energy
Resources Corporation

2665 145th St W

Rosemount,
MN
55068

Electronic Service

No

OFF_SL_17-895_Official

Roger

Leider

roger@mnpropane.org

Minnesota Propane
Association

PO Box 220
209 N Run River Dr
Princeton,
MN
55371

Electronic Service

No
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Annie

Levenson Falk

annielf@cubminnesota.org

Citizens Utility Board of
Minnesota

332 Minnesota Street,
Suite W1360

St. Paul,
MN
55101

Electronic Service

No

OFF_SL_17-895_Official

Annie

Levenson Falk

annie.lf@citizensutilityboar
d.org

Citizens Utility Board

332 Minnesota Street,
Suite W1360

St. Paul,
MN
55101

Electronic Service

No

OFF_SL_17-895_Official

Michael

Loeffler

mike.loeffler@nngco.com

Northern Natural Gas Co.

CORP HQ, 714
1111 So. 103rd Street
Omabha,
NE
681241000

Electronic Service

No
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Susan

Ludwig

sludwig@mnpower.com

Minnesota Power

30 West Superior Street

Duluth,
MN
55802

Electronic Service

No
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Paula

Maccabee

Pmaccabee@justchangela
w.com

Just Change Law Offices

1961 Selby Ave

Saint Paul,
MN
55104

Electronic Service

No
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Peter

Madsen

peter.madsen@ag.state.m
n.us

Office of the Attorney
General-DOC

Bremer Tower, Suite 1800
445 Minnesota Street
St. Paul,
Minnesota
55101

Electronic Service

Yes
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Kavita

Maini

kmaini@wi.rr.com

KM Energy Consulting LLC
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wi
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Sarah

Manchester

sarah.manchester@sappi.c
om

Sappi North American

255 State Street
Floor 4
Boston,

MA
02109-2617

Electronic Service

No

OFF_SL_17-895_Official

Tony

Mancuso

mancusot@stlouiscountym
n.gov

Saint Louis County
Property Mgmt Dept

Duluth Courthouse
100 N 5th Ave W Rm
Duluth,
MN
55802-1209

Electronic Service
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Pam

Marshall

pam@energycents.org

Energy CENTS Coalition

823 7th StE

St. Paul,
MN
55106

Electronic Service

No

OFF_SL_17-895_Official

Natalie

Mclntire

natalie.mcintire@gmail.com

Wind on the Wires

570 Asbury St Ste 201

Saint Paul,
MN
55104-1850

Electronic Service

No
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David

McMillan

dmcmillan@allete.com

Minnesota Power

30 W Superior St

Duluth,
MN
55802

Electronic Service

No

OFF_SL_17-895_Official

Brian

Meloy

brian.meloy@stinson.com

Stinson,Leonard, Street
LLP

50 S 6th St Ste 2600

Minneapolis,
MN
55402

Electronic Service

No

OFF_SL_17-895_Official

Joseph

Meyer

joseph.meyer@ag.state.mn
.us

Office of the Attorney
General-RUD

Bremer Tower, Suite 1400
445 Minnesota Street
St Paul,
MN
55101-2131

Electronic Service

No

OFF_SL_17-895_Official

Herbert

Minke

hminke@allete.com

Minnesota Power

30 W Superior St

Duluth,
MN
55802

Electronic Service

No
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David

Moeller

dmoeller@allete.com

Minnesota Power

30 W Superior St

Duluth,
MN
558022093

Electronic Service

Yes
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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
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David

Niles

david.niles@avantenergy.c
om

Minnesota Municipal Power
Agency

220 South Sixth Street
Suite 1300
Minneapolis,
Minnesota
55402

Electronic Service

No
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Michael

Noble

noble@fresh-energy.org

Fresh Energy

Hamm Bldg., Suite 220
408 St. Peter Street
St. Paul,
MN
55102

Electronic Service

No
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Rolf

Nordstrom

rnordstrom@gpisd.net

Great Plains Institute

2801 21ST AVE S STE 220

Minneapolis,
MN
55407-1229

Electronic Service

No
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Kate

O'Connell

kate.oconnell@state.mn.us

Department of Commerce

Suite 50085 Seventh Place
East

St. Paul,
MN
551012198

Electronic Service
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Christopher J.

Oppitz

N/A

110 1/2 1STSTE

Park Rapids,
MN
56470-1695

Paper Service

No
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Carol A.

Overland

overland@legalectric.org

Legalectric - Overland Law
Office

1110 West Avenue

Red Wing,
MN
55066

Electronic Service

No

OFF_SL_17-895_Official

Greg

Palmer

gpalmer@greatermngas.co
m

Greater Minnesota Gas,
Inc.

PO Box 68
202 South Main Street
Le Sueur,
MN
56058

Electronic Service

No

OFF_SL_17-895_Official

Ben

Passer

Passer@fresh-energy.org

Fresh Energy

408 St. Peter Street Ste
220

Saint Paul,
MN
55102

Electronic Service

Yes

OFF_SL_17-895_Official

William

Phillips

wphillips@aarp.org

AARP

30 E. 7th St Suite 1200

St. Paul,
MN
55101

Electronic Service

No

OFF_SL_17-895_Official
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Marcia

Podratz

mpodratz@mnpower.com

Minnesota Power

30 W Superior S

Duluth,
MN
55802

Electronic Service

Yes

OFF_SL_17-895_Official

Adam

Pyles

adam.pyles@centerpointen
ergy.com

CenterPoint Energy

800 LaSalle Avenue
PO Box 59038
Minneapolis,
MN
554590038

Electronic Service

No

OFF_SL_17-895_Official

Rate Case Inbox

Rate Case Inbox

mnratecase@otpco.com

Otter Tail

N/A

Electronic Service

No
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Kevin

Reuther

kreuther@mncenter.org

MN Center for
Environmental Advocacy

26 E Exchange St, Ste 206

St. Paul,
MN
551011667

Electronic Service

No
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Buddy

Robinson

buddy@citizensfed.org

Minnesota Citizens
Federation NE

2110 W. 1st Street

Duluth,
MN
55806

Electronic Service

No
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Amanda

Rome

amanda.rome@xcelenergy.
com

Xcel Energy

414 Nicollet Mall FL 5

Minneapoli,
MN
55401

Electronic Service

No
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Richard

Savelkoul

rsavelkoul@martinsquires.c
om

Martin & Squires, P.A.

332 Minnesota Street Ste
W2750

St. Paul,
MN
55101

Electronic Service

No

OFF_SL_17-895_Official

Thomas

Scharff

thomas.scharff@versoco.c
om

Verso Corp

600 High Street

Wisconsin Rapids,
wi
54495

Electronic Service

No
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Larry L.

Schedin

Larry@LLSResources.com

LLS Resources, LLC

332 Minnesota St, Ste
W1390

St. Paul,
MN
55101

Electronic Service

No
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Janet

Shaddix Elling

jshaddix@janetshaddix.co
m

Shaddix And Associates

7400 Lyndale Ave S Ste
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Richfield,
MN
55423

Electronic Service

Yes

OFF_SL_17-895_Official
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Peggy

Sorum

peggy.sorum@centerpointe
nergy.com

CenterPoint Energy

505 Nicollet Mall

Minneapolis,
MN
55402

Electronic Service

No

OFF_SL_17-895_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_17-895_Official

Byron E.

Starns

byron.starns@stinson.com

Stinson Leonard Street LLP

50 S 6th St Ste 2600

Minneapolis,
MN
55402

Electronic Service

No

OFF_SL_17-895_Official

Kristin

Stastny

kstastny@briggs.com

Briggs and Morgan, P.A.

2200 IDS Center
80 South 8th Street
Minneapolis,
MN
55402

Electronic Service

No

OFF_SL_17-895_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_17-895_Official

Eric

Swanson

eswanson@winthrop.com

Winthrop & Weinstine

225 S 6th St Ste 3500
Capella Tower
Minneapolis,
MN
554024629

Electronic Service

No

OFF_SL_17-895_Official

Stuart

Tommerdahl

stommerdahl@otpco.com

Otter Tail Power Company

215 S Cascade St
PO Box 496
Fergus Falls,
MN
56537

Electronic Service

No

OFF_SL_17-895_Official

Pat

Treseler

pat.jcplaw@comcast.net

Paulson Law Office LTD

4445 W 77th Street
Suite 224
Edina,

MN
55435

Electronic Service

No

OFF_SL_17-895_Official

Jessica

Tritsch

jessica.tritsch@sierraclub.o
g

Sierra Club

2327 E Franklin Ave

Minneapolis,
MN
55406

Electronic Service

No

OFF_SL_17-895_Official

Scott M.

Wilensky

scott.wilensky@xcelenergy.
com

Xcel Energy

7th Floor
414 Nicollet Mall
Minneapolis,
MN
554011993

Electronic Service

No

OFF_SL_17-895_Official
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Samantha

Williams

swilliams@nrdc.org

Natural Resources Defense
Council

20 N. Wacker Drive
Ste 1600
Chicago,

IL
60606

Electronic Service

No

OFF_SL_17-895_Official

Joseph

Windler

jwindler@winthrop.com

Winthrop & Weinstine

225 South Sixth Street,
Suite 3500

Minneapolis,
MN
55402

Electronic Service

No

OFF_SL_17-895_Official

Cam

Winton

cwinton@mnchamber.com

Minnesota Chamber of
Commerce

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

Electronic Service

No
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Daniel P

Wolf

dan.wolf@state.mn.us

Public Utilities Commission

121 7th Place East
Suite 350
St. Paul,
MN
551012147

Electronic Service

Yes
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Patrick

Zomer

Patrick.Zomer@lawmoss.c
om

Moss & Barnett a
Professional Association

150 S. 5th Street, #1200

Minneapolis,
MN
55402

Electronic Service

No
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