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INTRODUCTION 

The Office of the Attorney General—Residential Utilities Division (“OAG”) respectfully 

submits the following Comments in response to the Commission’s April 28, 2020 Notice of 

Shortened Comment Period on Minnesota Power’s April 23, 2020 petition to resolve its rate 

case.  These Comments focus on certain key proposals in the petition.  Namely, these Comments 

explore Minnesota Power’s proposal to reduce a base-rate credit for asset-based wholesale 

margins and to move the credit to its Fuel Adjustment Clause rider; its proposal to withdraw the 

current rate case and not file a new rate case before November 2021, except in certain limited 

circumstances; its deferral of residential rate-design issues to a time-of-use docket; its treatment 

of an existing discount for certain Large Power customers; and certain other issues that are vital 

to an equitable analysis of the petition.  Because the petition would permanently enshrine the 

Energy-Intensive Trade-Exposed (“EITE”) discount in base rates, the Commission should not 

grant the petition without first requiring the Company to equitably apportion the discount’s cost. 
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BACKGROUND 

I. PROCEDURAL HISTORY 

On November 1, 2019, Minnesota Power (or “Company”) filed an application to increase 

rates by $65.9 million, or 10.59 percent.1  The Company’s requested increase for residential 

customers is 15 percent which, if approved, would amount to $11.66 per month, or $139.92 per 

year, for a residential customer with average electric usage. 

On December 23, 2019, the Commission granted Minnesota Power’s request to increase 

rates by 5.8 percent on an interim basis while the parties litigated the merits of the proposed 

general rate increase.   

On March 17, 2020, Minnesota Power filed a letter noting the statewide impacts of the 

COVID-19 pandemic and committing to work with the parties to determine how best to move 

forward with the rate case under the circumstances. 

On April 2, 2020, Administrative Law Judge (“ALJ”) Eric Lipman extended all deadlines 

in the rate case by 30 days.   

On April 23, 2020, Minnesota Power moved to suspend the rate-case schedule and filed a 

petition to resolve the case by removing asset-based wholesale margin credits from base rates 

and adding them to the Company’s Fuel Adjustment Clause rider.2 

On April 24, 2020, ALJ Lipman granted the Company’s motion to suspend the 

procedural schedule, canceled the remaining rate-case deadlines, and ordered the Company file 

periodic status reports. 

                                                 
1 See Docket No. E-015/GR-19-442, Notice of Change in Rates (Nov. 1, 2019). 
2 See Docket No. E-015/M-20-429, Petition for Approval to Move Asset Based Wholesale Sales Credits to the Fuel 
Adjustment Clause and Resolve Rate Case (Apr. 23, 2020) (hereinafter “Petition”). 
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On April 28, 2020, the Commission issued a Notice of Shortened Comment Period for 

Minnesota Power’s petition to resolve the rate case, requesting that parties file initial comments 

by May 11, 2020 and reply comments by May 18, 2020. 

At an April 30, 2020 hearing, the Commissioners voted to reduce Minnesota Power’s 

interim rates to 4.1 percent to match the final increase contemplated by the petition. 

II. THE COMPANY’S PETITION 

Minnesota Power’s petition contains a number of complex and interconnected provisions.  

The OAG summarizes here those positions that it perceives to be key to making a holistic 

determination about the reasonableness of the Company’s requests. 

A. Moving Margin Credits from Base Rates to the Fuel Adjustment Clause  

The centerpiece of Minnesota Power’s petition is a proposal to remove asset-based 

wholesale sales margins (“margin credits”) from base rates and add them to the rider that the 

Company uses to recover fuel and purchased energy costs.3  In its petition, the Company refers 

to this rider as the Fuel Adjustment Clause (“FAC”). 

Margin credits represent the net revenue that Minnesota Power earns from selling the 

output of rate-base generation assets that are not needed to serve customer load at a particular 

point in time.4  These sales can be for energy, capacity, or both, and can take the form of short-

term sales on the MISO market or longer-term bilateral contracts with a specific counterparty.   

Historically, Minnesota Power has returned the benefit of these asset-based sales to 

ratepayers through a credit to their base rates.  In each rate case, the Company forecasts its asset-

based sales margins to establish the test-year amount of the margin credit.  In Minnesota Power’s 

                                                 
3 See Minnesota Power Electric Rate Book, Section V, pages 50.0–50.2 (“Rider for Fuel and Purchased Energy 
Charge”). 
4 See Docket No. E-015/GR-19-442, Direct Testimony of Julie Pierce at 9 (Nov. 1, 2019) (hereinafter “Pierce 
Direct”). 
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last rate case, the annual value of the margin credit was $35.8 million on a Minnesota-

jurisdictional basis.  However, in the current case, the Company calculated a margin credit of 

only $10 million for the 2020 test year.5  The $25.8 million reduction is due primarily to the 

April 30, 2020 expiration of a ten-year, 100 megawatt (“MW”) bilateral contract (“Large Market 

Contract,” or “LMC”).  According to Minnesota Power, this type of large, long-term sale cannot 

be replicated on today’s energy markets.6 

Instead of reducing the rate-base margin credit to $10 million as it originally proposed in 

the rate case, Minnesota Power’s petition proposes to reduce the base-rate credit to zero, 

resulting in a 5.75 percent base-rate increase,7 and to return the $10 million to ratepayers through 

a credit to the FAC.  In the near term, the net impact is a $25.8 million, or 4.1 percent, overall 

rate increase between base rates and the FAC.8   

Beyond the amount of the overall increase, Minnesota Power’s proposal changes the 

application of margin credits in two ways that may affect the reasonableness of the Company’s 

proposal.  First, unlike base rates, FAC recovery is “trued up” annually based on actual fuel and 

purchased energy costs and revenues.9  This means that, depending on whether the wholesale 

margins Minnesota Power earns in 2020 are larger or smaller than its $10 million estimate, the 

FAC would be adjusted in 2021 to return this difference to, or recover it from, ratepayers.  In 

other words, the FAC’s annual true-up process would allow for changes in the margin credit—

whether increases or decreases—to be reflected in rates more quickly than would typically occur 

                                                 
5 Pierce Direct at 11. 
6 See id. at 22. 
7 See Docket No. E-015/M-20-429, Minnesota Power Letter, attach. E (Apr. 30, 2020) (hereinafter “MP April 30 
Letter”). 
8 See Petition, attach A. 
9 See generally In the Matter of an Investigation into the Appropriateness of Continuing to Permit Electric Energy 
Cost Adjustments, Docket No. E-999/CI-03-802, Order Approving Additional Details of New Fuel Clause 
Adjustment Process (June 12, 2019).  Moreover, adjustments can be made more frequently due to significant 
unforeseen changes to fuel costs.  See id. at 4–5. 
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through general rate cases filed at less frequent intervals, and would result in ratepayers 

receiving the actual value of asset-based margins.  

Second, Minnesota Power’s proposal changes how margin credits are allocated among its 

customer classes.  Margin credits can have both an energy and a capacity component.  In base 

rates, energy-related costs are generally allocated based on each class’s share of the total system 

energy consumption, and capacity-related costs are separately allocated according to the demand 

imposed on the system by each class during specific peak hours.10  Minnesota Power’s proposal, 

however, relies solely on class energy usage as the basis for both removing the margin credit 

from base rates and adding it to the FAC.  As a result, the individual classes’ rate increases differ 

from the overall 4.1 percent increase.11 

Figure 1:   
Proposed Rate Increases for Selected Classes12 

Class  Increase 
Residential    4.63% 
General Service   4.59% 
Large Power  3.82% 

 

B. Interim-Rate Reduction and Partial Refund 

A second key feature of Minnesota Power’s petition is its proposal to reduce interim rates 

from 5.8 percent to 4.1 percent effective May 1, 2020, and to refund all interim rates collected 

prior to that date.13  Together, these two adjustments would approximate the financial impact of 

the Large Market Contract’s expiration on April 30, 2020.  Refunding interim rates collected 
                                                 
10 See MP April 30 Letter, attach. C model, sheet 2, rows 14–26 (showing 2017 CCOSS allocation between energy 
and capacity). 
11 See id., attach. C (stating that most of the difference between the current base-rate allocation of margin credits and 
the proposed allocation “is due to the proposal including a levelized 5.75% average rate increase for each class to 
add the margin credits back to base rates” and that “[u]sing a levelized 5.75% rate increases the average $/kWh rates 
more for customer classes that have higher existing average rates”). 
12 Petition, attach. B at 1. 
13 Petition at 16–17. 
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between January 1 and April 30, 2020 would reflect that the LMC was still yielding wholesale 

margins during those months.  After April 30, 2020, the LMC margins cease, resulting in the 

proposed 4.1 percent rate increase between base rates and the FAC. 

At the Commission’s April 30, 2020 meeting, the Commissioners voted to require 

Minnesota Power to reduce interim rates from 5.8 percent to 4.1 percent as soon as reasonably 

practicable.  The Company represented that it would make the reduction on May 1.  Minnesota 

Power will refund interim rates collected between January 1 and April 30, 2020, however, only if 

its petition is granted.  The Company estimates that this refund would total approximately $12 

million.14  For the average residential customer, this would mean a one-time bill credit of 

approximately $18.15 

C. Withdrawal of Rate Case and “Stay Out” Commitment 

If the Commission grants Minnesota Power’s petition, the Company would withdraw its 

rate case16 and would not file another general rate case before March 1, 2021, under any 

circumstances.17  The Company would further commit not to file a new rate case before 

November 1, 2021, unless an energy-intensive trade-exposed (“EITE”) customer shuts down or 

idles at least 50 MW of load below the customer’s actual load on April 20, 2020, and this load 

remains shut down or idled for at least three months.18  If the load reduction occurs before 

                                                 
14 Petition at 17. 
15 See id. at attach. A (showing residential interim-rate bill impact of $4.48/month).  The actual residential refund is 
likely to be lower because Minnesota Power is proposing to adjust the refunds to reflect the difference between the 
overall 4.1 percent interim-rate increase and the actual impact on each customer class of its proposed method of 
moving margins credits to the FAC. 
16 Id. at 16. 
17 Id. at 17. 
18 Id.  Energy-intensive trade-exposed, or “EITE,” refers to certain very large customers of Minnesota Power who 
receive a rate discount under a tariff authorized by Minn. Stat. § 216B.1696.  See also Minnesota Power Electric 
Rate Book, Section V, pages 98.0–98.2 (“Rider for Energy-Intensive Trade-Exposed (EITE) Customers”) 
(hereinafter “EITE rider”). 
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November 1, 2021, Minnesota Power would provide the Commission 90 days’ written notice 

before filing a rate case.19 

If the Commission rejects Minnesota Power’s petition, the Company intends to continue 

litigating the rate case.  The Company acknowledges that further adjustment of the rate-case 

schedule will be necessary due to the delay caused by the current petition, and agrees to waive 

the statutory deadline for the Commission’s final decision so that the schedule may be extended 

by 60 days.  Combined with the previous 30-day extension agreed to by the parties and granted 

by the ALJ, an additional 60-day extension would require a final Commission order by 

approximately March 1, 2021.20 

D. Transferring Certain Rate-Design Decisions to Other Dockets 

Finally, Minnesota Power’s petition would defer to other dockets (1) a decision on 

intraclass residential rate design and (2) a decision on extending the EITE rider beyond its 

original term.  First, in the rate case, the Company had proposed to transition the existing 

residential inclining-block rate structure to a flat rate in preparation for an eventual move to a 

time-varying rate.  In its current petition, the Company instead proposes to address residential 

rate-design issues in a residential time-of-day rate proceeding, Docket No. E-015/M-12-233. 

Second, the EITE rider was originally scheduled to expire on February 1, 2021.  At 

Minnesota Power’s request, and over the OAG’s objection, the Commission extended the rider 

until final rates take effect in the rate case.21  When the Commission extended the rider, final 

rates were not expected to take effect until at least mid-2021.  As part of its proposed resolution 
                                                 
19 Petition at 4. 
20 See Docket No. E-015/GR-19-442, Order Accepting Filing and Suspending Rates at 2–3 (Dec. 23, 2019) (setting 
date for final order at November 30, 2020, under Minn. Stat. § 216B.16, subd. 2(f)); ALJ’s Fifth Prehearing Order at 
3–5 (Apr. 2, 2020) (extending rate-case deadlines by 30 days). 
21 See In the Matter of Minnesota Power’s Revised Petition for a Competitive Rate for Energy-Intensive Trade-
Exposed (EITE) Customers and an EITE Cost Recovery Rider, Docket No. E-015/M-16-564, Order Approving 
Rider Extension with Conditions at 4 (Mar. 17, 2020). 
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of the rate case, the Company now asks the Commission to allow the EITE rider to expire in 

February 2021 as originally scheduled.22  Although the petition would maintain the EITE rider’s 

original expiration date, it would also permanently incorporate the discount’s revenue-

apportionment impact into base rates, as discussed later in these Comments. 

ANALYSIS 

I. MINNESOTA POWER’S PROPOSED RESOLUTION HOLDS SOME POTENTIAL BENEFITS 
FOR RATEPAYERS. 

If the Commission grants Minnesota Power’s petition, there would be some tangible 

near-term rate-stability and administrative benefits for ratepayers and the parties.  The petition 

contemplates near-term rate relief for residential ratepayers that, combined with other non-rate 

relief they may be receiving, could mean the difference between their short-term financial 

stability or instability.   The petition would also allow some of the parties to preserve or redirect 

their limited financial resources to ensure their ability to advocate for residential ratepayers in 

other COVID-19-related matters.  Finally, ending the rate-case proceedings would avoid the 

administrative burden of complying with important state-mandated social-distancing 

requirements and could reduce potential added costs to residential ratepayers from a web-

conferenced evidentiary hearing.   

A. Granting the Petition Would Provide Ratepayers Some Rate Relief and 
Near-Term Rate Stability. 

If the petition is granted, Minnesota Power would return the interim rates collected from 

customers between January 1 and April 30, 2020, to recognize the fact that the LMC was still 

providing margins during that timeframe.  This refund would result in a one-time bill credit of 

approximately $18 to an average residential ratepayer.  While the amount is fairly modest, it 

                                                 
22 Petition at 18. 
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Figure 2 is intended as a rough guide and has several limitations.  First, the figure uses a 

January 1, 2020–April 30, 2021 time horizon because of uncertainty around the timing and 

magnitude of future rate increases beyond April of next year.  If the Commission accepts 

Minnesota Power’s proposal, the Company would not file a new rate case before March 1, 2021, 

and any interim rate increase would not take effect until at least May 1, 2021.  If the case 

continues, a final decision by the Commission would be due on or about March 1, 2021, making 

it unlikely that a final increase, or interim rates in a new rate case, would take effect before the 

end of April 2021. 

Second, Figure 2 assumes that the margin credit will continue at the same level in 2021.  

The OAG served discovery on the Company to test the strength of this assumption.  As discussed 

later in these Comments, current economic circumstances, including major near-term loss of 

large customer load, suggest that there could be some decline in asset-based wholesale margins 

in 2021.  A complete loss of the wholesale margin credit in 2021, although unlikely, would mean 

a 5.75 percent rate increase effective January 1, 2021.25 

Finally, the OAG has not attempted to account for the time value of money.  Accounting 

for the time value of money would make the Company’s proposal look slightly more favorable 

because it would return January–April 2020 interim rates immediately.  On the other hand, the 

scenario in which Minnesota Power receives 22 percent of its request after fully litigating the 

rate case would look less favorable if the time value of money were included, because ratepayers 

likely would not see interim-rate refunds until sometime in 2021.  

                                                 
25 See MP April 30 Letter, attach. E (noting that base-rate increase from loss of all margin credits is 5.75 percent). 
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B. Granting the Petition Would Mitigate Administrative Challenges Unique to 
the COVID-19 Pandemic.  

If the Commission grants the petition and resolves the rate case, parties could redirect 

resources to respond to more pressing needs during the COVID-19 pandemic.  For example, in 

its petition Minnesota Power expresses an interest in prioritizing its core function of providing 

safe and reliable electric service to its customers.26  The parties’ informal discussions have also 

explored whether it would be sensible for consumer advocates to preserve their limited resources 

to support ratepayers whose ability to advocate for themselves has been further diminished by 

the pandemic. 

In addition, while some rate case tasks can be completed electronically (e.g., briefing), 

some rate-case tasks may require access to paper files or other documents for which remote 

access is not an option (e.g., testimony development and/or evidentiary hearing preparation).  

Resolving the case would remove any need to put people in close proximity to complete rate-

case tasks that cannot be done remotely.   

Finally, assuming that social-distancing requirements will remain in place for the near 

future, it may prove impracticable to conduct a safe, effective, and efficient evidentiary hearing.  

For example, it would be challenging to safely gather party representatives and witnesses in the 

Large Hearing Room for a traditional evidentiary hearing.  Although the hearing could be 

conducted via WebEx or another web-conferencing platform, this would make even the most 

basic actions, like cross-examining a witness or raising a prompt objection, more difficult and 

could impair parties’ ability to advocate effectively.  Moreover, the video/voice lag, 

muting/unmuting, video, recording, and bandwidth challenges of a web conference could extend 

                                                 
26 Petition at 16. 
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what would otherwise be a four-day evidentiary hearing into a six-day (or more) evidentiary 

hearing, with ratepayers ultimately paying for the costs associated with the extra time. 

C. Granting the Petition Would Reasonably Defer Certain Information- and 
Resource-Intensive Decision Items. 

At a time when the United States economy is in flux27 and Minnesota Power has already 

seen a credit downgrade,28 the petition reasonably defers decisions on the Company’s return on 

equity (“ROE”) and sales forecast until the power market has had a chance to stabilize.  

Litigating these issues now would likely require multiple adjustments throughout the contested-

case proceeding if the market continues to change in unanticipated ways.  Postponing the ROE 

and sales-forecast decisions until Minnesota Power’s next rate case would bring the added 

benefit of additional months of market information for the parties to use to average and/or 

smooth out COVID-19-related financial anomalies.29   

Similarly, Minnesota Power’s residential-rate-design request to move from an inclining-

block rate to a flat rate before transitioning to a time-varying rate is more appropriately examined 

in its own docket.  The OAG questions the suitability of an interim move to a flat rate, 

particularly in light of the potential impact of such a change on the Company’s low-income 

customers and the fact that Minnesota Power just kicked off a second time-of-use (“TOU”) 

stakeholder process in March 2020.  Information requests and informal communications from 
                                                 
27 See, e.g., S&P Global Market Intelligence, Full Impacts of COVID-19 Shutdown on Utilities, Power Markets Still 
to Come, https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/full-impacts-of-
covid-19-shutdown-on-utilities-power-markets-still-to-come-58069493 (Apr. 17, 2020) (“The [COVID-19-related] 
economic downturn more broadly will impact utilities’ cost of capital, liquidity, hedging and possibly capital expenditure 
programs, as well as the timing and choices in integrated resource plans.”).  
28 See generally Docket No. E-015/GR-19-442, S&P Global Credit Rating Downgrade (Apr. 22, 2020).  
29 See In the Matter of the Petition by Great Plains Natural Gas Company for Authority to Increase Natural Gas 
Rates in Minnesota, Docket No. G-004/GR-19-511, Craig M. Addonizio’s Response to Ann E. Buckley’s Summary 
of Testimony at 1 (Mar. 12, 2020) (“While I maintain [a] strong preference for 30-day averaging periods, I 
acknowledge that on rare occasions, during periods of extreme market volatility, it may be appropriate to use longer 
averaging periods or make other changes to ROE analyses to account for the distortion in the price signals from the 
stock market. . . . ROEs set in rate cases should not be unduly influenced by such historic, anomalous, short-term 
volatility.”). 
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other parties, and Minnesota Power’s responses, also support exploring time-varying and TOU 

rate issues, and the interplay between them, in a dedicated docket.  

II. THE COMPANY’S PROPOSAL HAS SOME MAJOR DISADVANTAGES, INCLUDING HARMS 
TO RESIDENTIAL AND SMALL-BUSINESS RATEPAYERS THAT SHOULD BE MITIGATED IF 
THE PETITION IS GRANTED. 

Although Minnesota Power’s petition would provide ratepayers with some short-term 

financial benefits, these benefits must be weighed against any corresponding long-term 

detriments.  First, the petition narrows the scope of the rate case to a handful of issues, but it does 

so in a way that increases costs to ratepayers.  Second, the petition’s stay-out provision is nearly 

swallowed up by its exception related to lost EITE-customer load.  Third, if margin credits are 

moved to the FAC, the FAC’s annual true-up process could result in yet another incremental rate 

increase in 2021.  Finally, and most concerning, Minnesota Power’s proposed method of 

removing margin credits from base rates harms residential and small-business ratepayers by 

permanently extending the EITE discount’s interclass revenue-apportionment impact.  The OAG 

addresses each of these issues below.30    

A. Granting the Petition Would Substantially Increase Rates Based on a Single 
Issue. 

While the petition is more or less limited to a single issue, it is an issue that solely 

benefits Minnesota Power.  The loss of the LMC’s wholesale margins is perhaps the largest 

driver of the Company’s rate case.  If the current petition is granted, many other areas of 

Minnesota Power’s operations will not be scrutinized for potential cost decreases or savings until 

the Company’s next general rate case.  Minnesota Power characterizes its proposal as simply 

                                                 
30 The OAG also recommends that any interim-rate refund in this case include interest calculated at Minnesota 
Power’s cost of capital.  While the Company’s proposal to refund interim rates at the prime rate is consistent with 
Commission rule, it fails to address equity concerns previously identified by the OAG.  Given the unusual 
circumstances of this case and in the interest of a quick resolution of the current petition, however, the OAG would 
not oppose a temporary deferral of this issue. 
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“transitioning” recovery of margin credits to the FAC, but the proposal entails a nearly $36 

million, or 5.75 percent, increase to base rates.  While this increase is partially offset by a 

projected $10 million margin credit delivered through the FAC, that credit is not guaranteed to 

last beyond 2020 at the same level, as discussed below. 

B. The Benefit of the Petition’s “Stay-Out” Provision is Limited by Its 
Exception for Lost EITE-Customer Load. 

The petition’s stay-out provision provides that Minnesota Power will not file a new rate 

case before November 1, 2021, with one major exception:  If an EITE customer shuts down or 

idles at least 50 MW of load below the customer’s actual load as of April 20, 2020, and this load 

loss continues for at least three months, the Company could file a rate case upon 90 days’ notice.  

In no event would the Company file a new case before March 1, 2021. 

Currently, no fewer than five EITE customers are expected to be offline as of June 1, 

2020, for a total lost load of nearly 300 MW.31  At least one of these customers, Hibbing 

Taconite, has announced plans to come back online later in the summer.  However, more than 80 

percent of the currently lost EITE load would have to return in a timely manner to avoid 

triggering the 50 MW stay-out exception.  Thus, it is likely most realistic for the Commission to 

assume that, if it grants Minnesota Power’s petition, it will see the Company again for a rate case 

on March 1, 2020. 

C. The Margin Credit Could Decrease Again in 2021, Leading to a Rate 
Increase Through the FAC True-up. 

Actual asset-based wholesale margins change from year to year.  With the margin credit 

in base rates, Minnesota Power has benefitted when actual margins are higher than the base-rate 

                                                 
31 See Minnesota Power Public Response to OAG IR No. 6010 (OAG Attach. A). 
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credit, and ratepayers have benefitted when actual margins are lower than the credit.32  Moving 

margin credits to the FAC would mean that any year-to-year changes to the asset-based margin 

levels would be captured by the FAC’s annual true-up, rather than the credit staying the same 

until the next rate case.  While this would theoretically prevent either the Company or ratepayers 

from receiving a windfall, there are disadvantages to using the FAC.  First, if margin credits are 

moved into the FAC, they can be reduced (and rates increased) without the rigorous scrutiny of a 

rate case.  Second, Minnesota Power is proposing to change the treatment of margin credits at a 

time when actual margins are trending down. 

On this second point, on top of the major reduction in margins due to the loss of the 

LMC, economic indicators seem to suggest that asset-based margins could be even less than $10 

million in 2021.  Minnesota Power asserts that “the Margin Credits are expected to continue 

throughout the remainder of 2020 and into the future.”33  However, the Company has so far 

declined to provide the Commission or the OAG with a margin-credit forecast for 2021.34  

Minnesota Power also made a point of stating in its petition that asset-based margins do not 

include margins from “wholesale sales that the Company makes when there is a loss of customer 

load.”35 Given the current and potential long-term loss of EITE load discussed earlier, the 

Company’s statement puts into issue the distinction between these two margin categories:  If the 

current loss of load continues to any degree, Minnesota Power will presumably make 

                                                 
32 See Pierce Direct at 31 fig.10 (comparing historical asset-based margins to margin credit). 
33 Petition at 12. 
34 See Minnesota Power Response to OAG IR No. 6009 at 3 (OAG Attach. B) (“At this time, Minnesota Power has 
not yet developed a forecast for margin credits for 2021 that could be applied to the 2021 FAC Forecast that was 
filed on May 1, 2020.  If the Commission approves Minnesota Power’s Emergency Petition . . . , Minnesota Power 
may file an updated 2021 FAC Forecast with an asset-based wholesale margin credit estimate for 2021.”). 
35 Petition at 10. 
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replacement sales to recover lost revenue.  This, in turn, could reduce the opportunity to make 

longer-term, asset-based sales that benefit ratepayers.36 

D. Minnesota Power’s Proposed Method of Removing Margin Credits from 
Base Rates Would Harm Residential and Small-Business Ratepayers. 

Minnesota Power proposes to transition margin credits from base rates to the fuel clause 

in two steps.  First, to remove margin credits from base rates, the Company would increase each 

class’s average energy rate by 5.75 percent.  This percentage represents the increase over current 

revenues that would be needed to collect an additional $35.8 million, or the total value of the 

existing base-rate margin credit.  Second, the Company would allocate the margin credit that 

remains after the LMC’s expiration—$10 million—among the classes based on their energy 

usage and reduce their FAC rates accordingly.   

In the first step, the Company makes problematic assumptions that favor the Large Power 

class at the expense of the other classes.  At a high level, Minnesota Power attempts to preserve 

the EITE discount’s subsidy to Large Power customers through the base-rate increase, despite 

the fact that the EITE rider is set to expire at the conclusion of the rate case (or in February 2021 

if the Commission restores the rider’s original expiration date).  As a result, Large Power 

customers are given a benefit that is not reflected in the class rate increases that the Company 

presents in its petition, increases which are already skewed in favor of the Large Power class.37   

                                                 
36 Minnesota Power maintains that these two categories of margins are entirely separate, and that “loss of load sales 
do not affect the expectation for margin credit from asset-based sales.”  Minnesota Power Response to OAG IR No. 
6009 at 2–3 (OAG Attach. B).  But even if this statement is accurate, the current and potential long-term economic 
impact of COVID-19 would suggest that wholesale margins are likely to be lower in the future. 
37 See Petition, attach. B (showing proposed class rate increases); MP April 30 Letter, attach. C (explaining that the 
main reason these increases favor the Large Power class is the proposed use of “a levelized 5.75% average rate 
increase for each class to add the margin credits back to base rates” and that “[u]sing a levelized 5.75% rate 
increases the average $/kWh rates more for customer classes that have higher existing average rates”).  The OAG 
continues to evaluate the propriety of these disparate class rate impacts, unrelated to the EITE discount, and reserves 
the right to provide its views in reply comments. 
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By way of background, the EITE rider provides certain Large Power customers with a 

discount, called an “energy charge credit,” of 1.15 cents for each kilowatt–hour they consume in 

excess of a monthly minimum.38  The EITE rider is, by definition, not part of Large Power base 

rates.  In the current rate case, Minnesota Power had initially proposed to make the revenue-

apportionment impact of the EITE rider a permanent part of base rates.39  However, any change 

to the interclass revenue apportionment would require full consideration of the Company’s and 

parties’ cost studies, as well as any relevant noncost factors bearing on rate design, through a 

contested-case process.  And, although the Commission allowed the Company to use “present 

revenues,” including the EITE discount, as the basis for the interim increase,40 the Commission 

has also emphasized that its interim-rate decisions do not prejudge the outcome of the rate case.41 

Minnesota Power’s current petition would depart from the existing revenue 

apportionment, and the Company not been forthcoming about that fact.  Despite claiming that the 

petition would maintain the status quo on EITE, Minnesota Power incorporates the EITE 

discount into base rates in two ways.  First, it includes the EITE discount in the total present-

retail-revenue amount that it uses to calculate the overall 5.75 percent rate increase.42  The effect 

is a larger rate increase for all customers because the $35.8 million revenue requirement is 

                                                 
38 See Minnesota Power Electric Rate Book, Section V, page 98.0 (EITE rider). 
39 See Direct Testimony of Marcia Podratz at 103 (Nov. 1, 2019) (stating that “[i]nstead of offering a separate 
discount, Minnesota Power aims to design its Large Power base rates to be reasonably close to the Large Power 
class cost of service”). 
40 See id. (stating that “the EITE rate discount currently in effect is included in present rate revenues for the Large 
Power class, as shown on Volume 3, Direct Schedule E-1”); compare Required Filing Schedules – Part 2, Direct 
Schedule E-1 at 2 (Nov. 1, 2019) (showing present Large Power revenue of $325,538,419) with Interim Rates 
Petition, Direct Schedule C-8 (Nov. 1, 2019) (showing same, discounted Large Power revenue amount to be used as 
baseline for interim-rate increase). 
41 See Docket No. E-015/M-16-564, Order Approving Rider Extension with Conditions (Mar. 17, 2020) (extending 
the EITE rider through final rates while stating, “[T]he Commission’s decision in this order does not affect base 
rates or Minnesota Power’s 2020 rate case. The Commission does not intend to prejudge the rate case or make any 
indication of what it will decide in that matter.”). 
42 See Minnesota Power Response to OAG IR No. 6002 at 1–2 (OAG Attach. C) (showing that EITE discount was 
used to determine 5.75 percent overall increase). 
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divided by a smaller present-revenue number to calculate the overall increase.43  Second, the 

Company multiplies discounted Large Power revenues by 5.75 percent to arrive at the Large 

Power class increase.44  This means a smaller increase, in dollars, for the Large Power class than 

would result if the appropriate baseline of their nondiscounted revenues were used. 

The petition’s incorporation of the EITE discount is problematic because it both inflates 

the overall rate increase, and changes the base-rate revenue apportionment, based on a rider that, 

if the petition is approved, will expire early next year.  If the Commission grants the petition 

without modification, the EITE rider’s revenue-apportionment impact would be “baked into” 

base rates going forward and would persist for as long as the rates produced by the petition are in 

effect.  Such a change in revenue apportionment should not be made without a careful analysis of 

class-cost-of-service data and other relevant factors, an analysis that has not yet been done, and 

will never be done if the Commission grants the petition. 

In summary, Minnesota Power’s petition does not maintain the rate-design status quo, but 

attempts to enshrine in base rates a discount that the Company has now twice asked be allowed 

to expire in February 2021.  In the interest of maintaining the status quo and minimizing 

unnecessary interclass disputes, the OAG is willing to accept the EITE rider’s original four-year 

term, provided that no surcharges are billed to non-EITE customers during the remaining term.  

But the Commission should not allow the Company to, additionally, build into base rates its 

EITE customers’ preferred revenue apportionment.  Accordingly, the OAG recommends that the 

Commission require the Company to recalculate the proposed base-rate increases by reallocating 

                                                 
43 See id. (stating that overall increase without discount would be 5.59 percent). 
44 See id.; see also MP April 30 Letter, attach. E (describing overall process to implement proposed resolution). 
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the impact of the EITE discount among all classes according to the existing base-rate revenue 

apportionment before applying the 5.75 percent increase to base rates.45 

RECOMMENDATION 

The OAG provides the above discussion of the advantages and disadvantages of 

Minnesota Power’s petition to assist the Commission in reaching a balanced resolution in this 

matter.  Given the disadvantages outlined—in particular, rate-design changes that would harm 

residential and small-business ratepayers—the Commission should not grant the petition without 

first requiring Minnesota Power to reallocate the impact of the EITE discount among all classes 

according to the existing base-rate revenue apportionment before applying the 5.75 percent  

 

  

                                                 
45 If the Commission allows the EITE rider to expire with final rates in accordance with its most recent applicable 
order, the discount should not be used in determining the overall increase, meaning that the appropriate increase to 
base rates would be 5.59 percent.  See Minnesota Power Response to OAG IR No. 6002 at 2 (OAG Attach. C). 
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increase to base rates.  The OAG continues to investigate other aspects of the petition and may 

offer additional insights in reply comments. 

Dated: May 11, 2020 Respectfully submitted, 

KEITH ELLISON 
Attorney General 
State of Minnesota 

/s/ Peter G. Scholtz 
PETER G. SCHOLTZ 
Assistant Attorney General 
Atty. Reg. No. 0389936 

/s/ Kristin Berkland 
KRISTIN BERKLAND 
Assistant Attorney General 
Atty. Reg. No. 0394804 

445 Minnesota Street, Suite 1400 
St. Paul, Minnesota 55101-2131 
(651) 757-1473 (Voice)
(651) 296-9663 (Fax)
peter.scholtz@ag.state.mn.us
kristin.berkland@ag.state.mn.us

ATTORNEYS FOR OFFICE OF 
THE ATTORNEY GENERAL— 
RESIDENTIAL UTILITIES DIVISION 



Witness: Frank Frederickson 
Response by: Tim Beddow 
Title: Customer Business Analyst 
Department: Customer Experience 
Telephone: 218-355-3391 

OAG No.   6010 
State Of Minnesota 

Office of the Attorney General 
Utility Information Request 

Application of Minnesota Power for 
Authority to Increase Rates for Electric 
Utility Service in Minnesota 

Emergency Petition of Minnesota Power for 
Approval to Move Asset-Based Wholesale 
Sales Credits to the Fuel Adjustment Clause 
and Resolve Rate Case 

Requested from:  Minnesota Power 

MPUC Docket No. 

MPUC Docket No. 

E-015/GR-19-442

E-015/M-20-429

Requested By:  Peter Scholtz Date of Request: April 28, 2020 
Telephone:        (651) 757-1473 Due Date: May 8, 2020 

Reference:  Docket No. 20-429, MP Petition at 17.   

MP’s proposal provides that the Company would not file a new rate case before November 2021 
unless an EITE customer shuts down or idles at least 50 MW of load relative to the customer’s 
actual load on April 20, 2020, for at least three months.  

a. Identify all EITE customers that were not idled or shut down as of April 20, 2020, but are
now idled or shut down or have announced plans to idle or shut down.

b. For each customer, identify the date the idling or shutdown started or is expected to start,
the announced duration if any, and the size of the lost load in MW.

c. Provide the total lost EITE load in MW that is expected to be idled or shut down as of June
1, 2020.

d. If two EITE customers with individual loads of less than 50 MW both idled, and their
combined idled load was greater than 50 MW, would this idling trigger the stayout
exception, assuming that it continued for at least three months and there was no other loss
of EITE load?
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Witness: Frank Frederickson 
Response by: Tim Beddow 
Title: Customer Business Analyst 
Department: Customer Experience 
Telephone: 218-355-3391 

The information labeled as trade secret includes customer data and is designated as trade secret, as 
defined by Minn. Stat. § 13.37, subd. 1(b). Specific customer data (including the related usage) 
consists of “private data on individuals” and “confidential customer data” as recognized under the 
Minnesota Data Practices Act. As such, any unique information that can identify an individual 
customer’s usage is maintained by the Company as not public data and protected from public 
disclosure. 
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OAG No.   6009 
State Of Minnesota 

Office of the Attorney General 
Utility Information Request 

Application of Minnesota Power for 
Authority to Increase Rates for Electric 
Utility Service in Minnesota 

Emergency Petition of Minnesota Power for 
Approval to Move Asset-Based Wholesale 
Sales Credits to the Fuel Adjustment Clause 
and Resolve Rate Case 

Requested from:  Minnesota Power 

MPUC Docket No. 

MPUC Docket No. 

E-015/GR-19-442

E-015/M-20-429

Requested By:  Peter Scholtz Date of Request: April 28, 2020 
Telephone:        (651) 757-1473 Due Date: May 8, 2020 

Topic:  Relationship between sales due to loss of load and asset-based margin sales 

In its 20-429 Petition at 10, MP states, “Sales due to customer loss of load will continue to be 
allocated in accordance with existing methodologies rather than through the FAC.” 

In her 19-442 direct testimony at 35, Ms. Pierce states that sales due to loss of customer load do 
not impact asset-based wholesale margins.  Yet she also states that sales due to loss of load are 
sourced from both market purchases and rate-base generating units (i.e., assets). 

In an April 23 email responding OAG questions, MP stated that “There isn’t an overlap between 
sales due to loss of load and the asset-based sales.  They are separately tracked in our OATI web 
TRadTMr software and the sales are made at different times.”  MP further stated that, as large 
customers go idle, “we may make sales directly associated with the lost load from those customers 
and they would be new sales classified as sales due to loss of load.  This would have no effect on 
the $10M of asset-based sales expected for 2020.  Most of those sales have already been made and 
would not be reclassified as sales due to loss of load.” 

2020 Margin Credit 

a. Confirm that loss of customer load in 2020 will not impact the estimated $10 million
margin credit for 2020.

b. Explain what other factors may affect the estimated $10 million 2020 margin credit and
identify whether these factors would tend to reduce or increase the credit.

OAG Comments - May 11, 2020 
Attachment B, Page 1 of 4
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2021 Margin Credit 

c. What is MP’s current forecast of asset-based wholesale margins for 2021? 
d. Could loss of customer load affect the 2021 margin credit? How?  
e. Explain what factors other than lost load may affect the 2021 margin credit and identify 

whether these factors would tend to reduce or increase the credit. 
 

Methodology for Classifying New Sales 

f. When making new sales, how does MP decide whether to classify the sale as “due to loss 
of load” versus an “asset-based” sale that counts toward margin credits?  How does MP 
determine whether a sale is directly associated with lost load or not? 

g. If a trader has the option to make either a sale due to loss of load or an asset-based sale, are 
sales due to lost load given priority? 

h. What does MP mean that sales due to loss of load will be “allocated in accordance with 
existing methods” rather than through the FAC?  Are these methods consistent with how 
Xcel and Otter Tail treat sales due to loss of load? 

 
RESPONSE:  
 
2020 Margin Credit 
 

a. Confirm that loss of customer load in 2020 will not impact the estimated $10 million 
margin credit for 2020.   
 
The Company confirms that loss of load sales will not impact the $10 million in margin 
credits expected for 2020.  However, as explained in the Company’s response to subpart 
(b) of this request, there are other factors that could impact the $10 million in margin credits 
expected in 2020 including MISO market sales and generation performance.   
 
The $10 million in margin credits expected for 2020 are largely gained through bilateral 
asset-based sales that have already been made (this is noted in Schedule 1 to the Direct 
Testimony of Company witness Julie I. Pierce in Docket No. E015/GR-19-442).  The 
“firm” sales are classified as bilateral sales and the “non-firm” sales are classified as MISO 
market sales, as stated in Schedule 1 to Ms. Pierce’s Direct Testimony.  The “non-firm” 
sales for 2020 (the smallest bucket of sales) are more uncertain in nature and only made if 
there is daily excess generation available to sell. 
 
Asset-based sales and sales due to loss of load are separately tracked in our OATI 
webTrader software and are often made at different times.  The Company identifies and 
confirms the reason for the sale (whether due to loss of load or asset-based) before the sale 
is made.  These loss of load sales do not affect the expectation for margin credit from asset-
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based sales, as they are made as a replacement for the load that would have been there, 
thereby maintaining a steady outlook for asset-based sales. 

 
b. Explain what other factors may affect the estimated $10 million 2020 margin credit and 

identify whether these factors would tend to reduce or increase the credit. 
 
Factors that could reduce or increase the $10 million of margin credit for 2020 would be a 
change in MISO market prices, the megawatts (“MW”) of generation available to sell due 
to factors other than loss of load, or the generator performance, sourcing costs, and MISO 
costs. For example, if sourcing costs or MISO transaction costs go up, the margin credit 
could be reduced.  If market prices or the MW of available generation go up, the credit 
could increase. 

 
2021 Margin Credit 
 

c. What is MP’s current forecast of asset-based wholesale margins for 2021? 
 
At this time, Minnesota Power has not yet developed a forecast for margin credits for 2021 
that could be applied to the 2021 FAC Forecast that was filed on May 1, 2020.  If the 
Commission approves Minnesota Power’s Emergency Petition for Approval to Move 
Asset-Based Wholesale Sales Margin Credits to the Fuel Adjustment Clause and Resolve 
the Rate Case (“Petition”), Docket No. E015/M-20-429, Minnesota Power may file an 
updated 2021 FAC Forecast with an asset-based wholesale margin credit estimate for 2021. 
 

d. Could loss of customer load affect the 2021 margin credit? How?  
 
No.  As stated in the Company’s response to subpart (a) above, the margin credit and loss 
of load sales are separate and should not impact margin credit estimates. The loss of load 
sales are made as a replacement for the load that would have been present.   
 

e. Explain what factors other than lost load may affect the 2021 margin credit and identify 
whether these factors would tend to reduce or increase the credit. 
  
Please see the Company’s response to subpart (b) above. 

 
Methodology for Classifying New Sales 
 

f. When making new sales, how does MP decide whether to classify the sale as “due to loss 
of load” versus an “asset-based” sale that counts toward margin credits?  How does MP 
determine whether a sale is directly associated with lost load or not? 
 
As noted in the Company’s response to subpart (a) above, asset-based sales and loss of 
load sales have different characteristics, and the reason for a sale (whether for loss of load 
or asset-based) is identified, vetted, and specified in the Company’s systems before the sale 
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is made. The company clearly identifies the customer loss of load prior to making a loss of 
load sale, which is included in the documentation and decision making.  
 

g. If a trader has the option to make either a sale due to loss of load or an asset-based sale, 
are sales due to lost load given priority? 
 
By the time sales are made, the reason for the sale (i.e., the reason the MW are available 
for sale) has already been identified as either a loss of load or asset-based sale. To the extent 
the loss of load and asset-based sales are needed at the same time, the market sale price 
should be the same and the sales should be made at the same price.  
 

h. What does MP mean that sales due to loss of load will be “allocated in accordance with 
existing methods” rather than through the FAC?  Are these methods consistent with how 
Xcel and Otter Tail treat sales due to loss of load? 
 
Minnesota Power currently makes sales due to loss of load, but the revenues from these 
sales do not presently go through the FAC.  As part of the Company’s Petition to move 
asset-based sale margin credits to the FAC in Docket No. E015/M-20-429, Minnesota 
Power does not propose any changes to its approved, existing treatment of loss of load 
sales outside of the FAC. Since Minnesota Power is not proposing a change to its approved 
methodology for loss of load sales, it has not investigated how Xcel Energy and Otter Tail 
treat sales due to loss of load.  
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OAG No.   6002 
State Of Minnesota 

Office of the Attorney General 
Utility Information Request 

Application of Minnesota Power for 
Authority to Increase Rates for Electric 
Utility Service in Minnesota 

Emergency Petition of Minnesota Power for 
Approval to Move Asset-Based Wholesale 
Sales Credits to the Fuel Adjustment Clause 
and Resolve Rate Case 

Requested from:  Minnesota Power 

MPUC Docket No. 

MPUC Docket No. 

E-015/GR-19-442

E-015/M-20-429

Requested By:  Peter Scholtz Date of Request: April 28, 2020 
Telephone:        (651) 757-1473 Due Date: May 8, 2020 

Reference:  “Proposed Rate Case Resolution Impacts by Rate Class - DRAFT - April 10 2...” at 
page 1.    

In Step 1 of its proposal, MP applies a 5.75% overall increase to each class’s energy rate to 
remove margin credits from base rates. 

a. Explain, step by step, how the 5.75% overall increase was derived, and include a live
Excel spreadsheet demonstrating the calculation of the overall increase.

b. Does the 5.75% overall increase rely on an assumption that Large Power base rates
include the EITE credit?  If so, recalculate the overall increase using Large Power
revenues without the EITE credit.  Provide all assumptions and supporting data used,
including, if applicable, a live Excel spreadsheet demonstrating the calculation of the
overall increase.

RESPONSE: 

a. OAG IR 6002.01 Attach includes the live Excel spreadsheet used to calculate Attachment
A of the Company’s April 23, 2020 filing in Docket No. E015/M-20-429.  Cell G-14
shows how the 5.75% overall increase was calculated.  The 5.75% is equal to
$35.8 million of margin credits currently included in base rates divided by $623.1 million
of total present rate revenue requirements from Minnesota Power’s previous rate case
(Docket No. E015/GR-16-664).  To see how the 5.75% overall increase was applied by
customer class, please refer to Step 2 in Attachment E in Minnesota Power’s April 30,
2020, Supplemental Information filing in Docket No. E015/M-20-429.
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b. The 5.75 % increase was applied to Large Power present rates including the EITE credit.
If the $16,853,579 of EITE credits included in Large Power revenue were removed
(increasing total present rate revenue from $623.1 million to $639.9 million), the overall
increase would be 5.59% ($35.8 million / $639.9 million).
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May 11, 2020 
 
 
 
Mr. Will Seuffert 
Executive Secretary 
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
St. Paul, MN  55101 
 

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 

 
In the Matter of the Emergency Petition of Minnesota Power for Approval to 
Move Asset-Based Wholesale Sales Credits to the Fuel Adjustment Clause and 
Resolve Rate Case 
MPUC Docket No.   E-015/M-20-429 
 

Dear Mr. Seuffert: 
 

Enclosed and e-filed in the above-referenced matter please find Comments of the 
Minnesota Office of the Attorney General—Residential Utilities 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 
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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 

 
In the Matter of the Emergency Petition of Minnesota Power for Approval to 
Move Asset-Based Wholesale Sales Credits to the Fuel Adjustment Clause and 
Resolve Rate Case 
MPUC Docket No.   E-015/M-20-429 

 
 
STATE OF MINNESOTA ) 
 ) ss. 
COUNTY OF RAMSEY ) 
 
 I, JUDY SIGAL, hereby state that on the 11th day of  May, 2020, I e-filed with eDockets 

Comments of the Minnesota Office of the Attorney General—Residential Utilities 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 11th day of May, 2020. 
 
 
/s/ May Vang     
Notary Public 
 
My Commission expires:  January 31, 2021. 
 
 

 
 
 




















































