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

(“OAG”) submits the following Comments on Minnesota Power’s (“the Company”) Application 

for Authority to Increase Rates for Electric Utility Service in Minnesota.  In its Application, the 

Company requests a final rate increase of $65.9 million and an interim rate increase of 

$47.9 million.  Because of Minnesota Power’s history of repeatedly and substantially overstating 

its revenue requirement in general rate cases, the Commission should reduce the Company’s 

interim-rate request to protect ratepayers from overpaying for service while this case is litigated.  

Further, the Commission should order that any refund owed to ratepayers at the conclusion of 

this case be returned with interest calculated at Minnesota Power’s overall cost of capital. 

BACKGROUND 

I. MINNESOTA POWER HAS A HISTORY OF SIGNIFICANTLY OVERESTIMATING ITS 
REVENUE REQUIREMENT. 

For at least the last 25 years, Minnesota Power’s requested rate increases have 

consistently and substantially exceeded what the Commission has authorized the Company to 

charge through final rates.  As shown below in Table 1, across the Company’s last four rate 

cases, the Commission has found only 47 percent of the initially requested increase to be just and 
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ANALYSIS 

I. MINNESOTA LAW EMPOWERS THE COMMISSION TO MODERATE INTERIM RATE 
INCREASES TO ADDRESS EXIGENT CIRCUMSTANCES. 

Under Minnesota Statutes section 216B.16, subdivision 3 (“the interim-rate statute”), a 

utility filing a rate case may increase rates on an interim basis while the Commission considers 

its request.  For purposes of interim rates, a utility’s revenue deficiency is normally calculated 

based on its proposed test-year rate base, expenses, and cost of capital.5  However, if the 

Commission finds that “exigent circumstances” exist, it may depart from the default method and 

set interim rates based on additional factors.6   

Factors that have led the Commission to find exigent circumstances in recent rate cases 

include: the size of the requested increase;7 the likelihood that interim rates will exceed final 

rates;8 economic conditions in a utility’s service territory;9 the possibility that certain large 

customers might bypass a utility’s system;10 providing a transitional increase in rates;11 and a 

utility’s rate-increase history, including the cumulative increase from its recent rate cases,12 the 

                                                 
5 Minn. Stat. § 216B.16, subd. 3(b) (2018). 
6 Id. 
7 See Minnesota Power’s 2009 Rate Case, Docket No. E-015/GR-09-1151, ORDER SETTING INTERIM RATES at 3–4 
(Dec. 30, 2009) (finding exigent circumstances based on size of request, recency of last increase, and economic 
conditions in utility’s service area). 
8 See Xcel’s 2010 Rate Case, Docket No. E-002/GR-10-971, ORDER SETTING INTERIM RATES at 2 (requiring utility 
to use depreciation schedules consistent with its proposal for final rates because “[w]ithout this reduction, interim 
rates would exceed the amount requested for final rates”). 
9 See Minnesota Power’s 2009 Rate Case, ORDER SETTING INTERIM RATES at 3–4. 
10 See, e.g., MERC’s 2017 Rate Case, Docket No. G-011/GR-17-563, ORDER SETTING INTERIM RATES at 3–4 (Dec. 
5, 2017); CenterPoint’s 2017 Rate Case, Docket No. G-008/GR-17-285, ORDER SETTING INTERIM RATES at 5 (Sept. 
29, 2017); Great Plains’ 2015 Rate Case, Docket No. G-004/GR-15-879, ORDER SETTING INTERIM RATES at 4 
(Nov. 30, 2015).  
11 See Dakota Electric Association’s 2019 Rate Case, Docket No. E-111/GR-19-478, ORDER SETTING INTERIM 
RATES at 3 (Nov. 7, 2019) (setting interim rates below statutorily allowed level to avoid collecting more interim 
revenue than utility needed and to provide “transitional increase” to final rates). 
12 See CenterPoint’s 2017 Rate Case, ORDER SETTING INTERIM RATES at 3 (finding exigent circumstances because 
ratepayers had seen $100 million in rate increases over preceding decade and utility had consistently collected too 
much revenue during interim period). 
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amount of time since the last increase,13 and the utility’s history of overstating its revenue 

requirement.14  Any one or more of these factors may be sufficient to justify a finding of exigent 

circumstances in a particular case. 

In CenterPoint Energy Resources’ (“CenterPoint”) last rate case, for example, the 

Commission identified two factors that gave rise to exigent circumstances.  First, CenterPoint’s 

ratepayers had experienced more than $100 million in rate increases over the preceding decade.  

Second, the utility’s last six rate cases had resulted in final rates that were on average 

$9.8 million less than interim rates.  The Commission reasoned that “the Company has 

consistently collected significant excess revenues during interim-rate periods.  While ratepayers 

are entitled to a refund of any over-collected amount, the magnitude and consistency of 

CenterPoint’s over-collection during the interim revenue periods merit consideration in the 

exigent-circumstances analysis.”15 

II. MINNESOTA POWER’S HISTORY OF INFLATED RATE REQUESTS IS AN EXIGENT 
CIRCUMSTANCE THAT THE COMMISSION SHOULD TAKE INTO ACCOUNT WHEN 
SETTING INTERIM RATES IN THIS CASE. 

Minnesota Power’s practice of significantly overstating its revenue requirement, 

combined with a substantial cumulative rate increase over the past decade, constitute exigent 

circumstances that justify the Commission departing from the statutory formula.  Over the past 

decade, Minnesota Power’s ratepayers have seen a cumulative rate increase of $85 million.16  

And the Company’s last four rate cases have resulted in final rates that were on average 

$8.5 million less than interim rates, a cumulative overcharge of roughly $34 million.  Similar to 

                                                 
13 See Minnesota Power’s 2009 Rate Case, ORDER SETTING INTERIM RATES at 3–4. 
14 See id.; CenterPoint’s 2017 Rate Case, ORDER SETTING INTERIM RATES at 3. 
15 CenterPoint’s 2017 Rate Case, ORDER SETTING INTERIM RATES at 3. 
16 This figure is the sum of the final rate increases in the Company’s last three rate cases: $20.4 million (08-415); 
$53.5 million (09-1151); and $11.9 million (16-664). 
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CenterPoint’s last rate case, the Commission should find that these facts give rise to exigent 

circumstances and take action to protect ratepayers. 

Specifically, the Commission should limit Minnesota Power’s interim rate increase to 

67 percent of the Company’s proposed final increase.  A 67 percent cap is reasonable because it 

would align interim rates with the Company’s highest historical final-rates achievement.  As 

shown in Table 1, this achievement occurred in Minnesota Power’s 2009 rate case, where the 

final increase represented 66 percent of the Company’s requested increase.  Capping Minnesota 

Power’s interim increase at 67 percent of its requested final increase would reduce the interim 

increase from $47.9 million to about $44.2 million.  This $3.7 million downward adjustment 

would moderate the interim increase for ratepayers while still allowing the Company an 

opportunity to meet its purported increased cost of service. 

The Commission used the same method to moderate the interim increase in Minnesota 

Power’s 2009 rate case.  Similar to now, Minnesota Power had a history of inflating its rate-

increase requests—it had not achieved a final rate increase of more than 56 percent of its initial 

request in the previous 22 years.  The Commission concluded that the most reasonable and 

equitable course of action was to reduce Minnesota Power’s interim-rate request to 60 percent of 

its overall increase request, an amount “slightly in excess of any final revenue requirement found 

in previous Company rate cases in the last 22 years.”17  The Commission’s decision was upheld 

on appeal.18 

                                                 
17 Minnesota Power’s 2009 Rate Case, ORDER SETTING INTERIM RATES at 4. 
18 See In re App. of Minn. Power for Auth. to Increase Rates for Elec. Serv. in Minn., 838 N.W.2d 747, 750 (Minn. 
2013). 
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III. THE COMMISSION SHOULD ORDER MINNESOTA POWER TO REFUND ANY INTERIM-
RATE OVERCOLLECTION WITH INTEREST CALCULATED AT THE COMPANY’S OVERALL 
COST OF CAPITAL. 

If history is any indication, Minnesota Power will end up collecting millions of dollars in 

excess interim revenues from ratepayers.  The interim-rate statute requires utilities to refund 

interim overcollections with interest at a rate determined by the Commission,19 and the 

Commission’s rules specify that the default interest rate for refunds is the prime rate.  In this 

case, however, the Commission should vary its rules and require interest at Minnesota Power’s 

overall rate of return to avoid imposing an excessive burden on ratepayers. 

The Commission must grant a rule variance when three elements are present:  

(1) enforcement of the rule would impose an excessive burden upon the applicant or others 

affected by the rule; (2) granting the variance would not adversely affect the public interest; and 

(3) granting the variance would not conflict with standards imposed by law.20  All three elements 

are present in this case. 

Allowing Minnesota Power to pocket interim overcollections for a year or more, and then 

refund the money with interest calculated at the prime rate, would impose an excessive burden 

on ratepayers.  It is simply not just and reasonable for the Company to borrow millions of dollars 

from ratepayers, thereby avoiding the substantial costs that it would accrue in raising capital 

from other sources, and to pay that “loan” back at an interest rate lower than the Company’s 

avoided cost of capital.  This is particularly true in light of Minnesota Power’s history of 

overcollecting interim revenue, detailed above, and the fact that ratepayers have seen more than 

$85 million in final rate increases over the last ten years.   

                                                 
19 Minn. Stat. § 216B.16, subd. 3(c). 
20 Minn. R. 7829.3200, subp. 1. 
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For similar reasons, granting a variance would not adversely affect the public interest; 

rather, doing so would further the public interest by giving Minnesota Power a greater incentive 

not to overstate its revenue requirement.  The one-way nature of interim-rate refunds creates a 

natural incentive for utilities to overstate their revenue requirements, because if interim rates are 

lower than final rates, utilities do not have the right to surcharge to make up the difference during 

the interim period.  As evidenced by Minnesota Power’s established pattern of inflating its 

revenue requirement, a more powerful countervailing incentive is needed to protect ratepayers; a 

higher interest rate could provide that incentive. 

Finally, granting a variance would not conflict with any standards imposed by law 

because the interim-rate statute does not specify a method for determining the interest rate for 

refunds.  Rather, it leaves the Commission with discretion to choose the rate that it deems most 

equitable under the circumstances.   

IV. THE COMMISSION SHOULD REFER THIS MATTER TO THE OFFICE OF ADMINISTRATIVE 
HEARINGS FOR A CONTESTED CASE PROCEEDING. 

In its Notice, the Commission requests comments on whether this matter should be 

referred to the Office of Administrative Hearings for a contested case hearing.  Minnesota 

Power’s Application raises many significant factual issues that cannot be resolved without a 

contested case proceeding.  As a result, the Commission should refer this matter to the Office of  
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Administrative Hearings for a contested case proceeding pursuant to Minnesota Statutes section 

216B.16, subdivision 2. 

 
Dated:  November 12, 2019 Respectfully submitted, 
 

KEITH ELLISON 
Attorney General 
State of Minnesota 
 
 
s/ Peter G. Scholtz 
PETER G. SCHOLTZ 
Assistant Attorney General 
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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 the Application of Minnesota Power for Authority to 
Increase Rates for Electric Utility Service in Minnesota   

   MPUC Docket No. E-015/GR-19-442 
 

Dear Mr. Wolf: 
 
 Enclosed and e-filed in the above-referenced matter please find Comments of the 
Minnesota Office of the Attorney General—Residential Utilities and Antitrust Division. 
 
 By copy of this letter all parties have been served.  An Affidavit of Service is also 
enclosed. 
  

Sincerely, 
 
 
s/ Peter G. Scholtz 
PETER G. SCHOLTZ 
Assistant Attorney General 
 
(651) 757-1473 (Voice) 
(651) 296-9663 (Fax) 
peter.scholtz@ag.state.mn.us 
 
  

 
 
 
 
Enclosure  

SUITE 1400 
445 MINNESOTA STREET 
ST. PAUL, MN 55101-2131 
TELEPHONE: (651) 296-7575 

KEITH ELLISON 
ATTORNEY GENERAL 
 



 
 

AFFIDAVIT OF SERVICE 
 
 

Re: In the Matter of the Application of Minnesota Power for Authority to 
Increase Rates for Electric Utility Service in Minnesota   

   MPUC Docket No. E-015/GR-19-442 
 

 
STATE OF MINNESOTA ) 
 ) ss. 
COUNTY OF RAMSEY ) 
 
 I hereby state that on the 12th day of November, 2019, I e-filed with eDockets 

Comments of the Minnesota Office of the Attorney General—Residential Utilities and 

Antitrust Division and served the same upon all parties listed on the attached service list by e-

mail, electronic submission, 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 12th day of November, 2019. 
 
 
   s/ Patricia Jotblad     
Notary Public 
 
My Commission expires:  January 31, 2020. 
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