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In the Matter of Interstate Power &
Light Company — Electric — Approval
of Transfer of Land Easements, Wind DOCKET NO. E001/PA-13-788
Rights, and Rights to Purchase Wind
Turbines, to its Affiliate Franklin
County Wind, LLC

INTERSTATE POWER AND LIGHT COMPANY'S
REPLY COMMENTS

COMES NOW, Interstate Power and Light Company (“IPL” or the
“Company”), and hereby submits its Reply Comments to the Comments of the
Minnesota Department of Commerce, Division of Energy Resources
(“Department”), issued February 3, 2014.

l. REPLY COMMENTS

IPL files its Reply Comments to address the Department's comments
addressing certain agreements between IPL and Franklin County Wind, LLC
(“FCW?"), a non-utility affiliate of IPL. The Department provided comments on the

following agreements between IPL and FCW:

. The Wind Development Assets Purchase and Sale Agreement,
Docket No. E,G-001/AI-12-792 (12-792);

o The Common Facilities Capacity Agreement, Docket No. E,GO01/Al-
12-32 (12-32);

. The Laydown Area Land Lease Agreement (“Land Lease”), Docket
No. E,G001/AI-12-187 (12-187);

. Local Balancing Authority Agreement, Docket No. E,GO01/Al-12-192
(12-192);

o Services Agreement, Docket No. E,G0O01/AI-12-1157 (12-1157).
In regards to IPL's Wind Development Assets Purchase and Sale
Agreement, Common Facilities Capacity Agreement, the Local Balancing Authority

Agreement, and Services Agreement, each with FCW, the Department concluded
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that the respective agreement was reasonable and consistent with (or not contrary
to) the public interest, and recommended that the Minnesota Public Utilities
Commission (“Commission”) approve those respective agreements. (See
Department Comments at 10, 12, 15, & 16.) IPL agrees with the Department’s
conclusions and recommendations regarding those four agreements.

In its Comments, the Department expressed concerns about the Land
Lease Agreement between IPL and FCW for the laydown area. In regards to the
rental payments under the Land Lease Agreement, the Department concluded
that, while “under normal circumstances IPL’s proposed 10 percent rule to
determine rental payments may be reasonable,” that “in this case, IPL’s regulated
operations end up paying a much higher price to use a laydown area than IPL’s
non-regulated operations.” (Department Comments at 13.) The Department also
noted that the rental options and resale value of the land are limited, and
commented that “it appears highly unlikely that IPL will ever fully recover its
investment in this property.”

The Department recommended that the Commission deny IPL’s Land Lease
Agreement with FCW. (Department Comments at 13 & 16.) Instead, the
Department recommended that:

... the Commission require IPL and FCW to share equally in the

costs necessary to purchase, develop, and maintain the land used

as a laydown area for the development of IPL’s regulated wind farm

WWE and FCW'’s non-regulated wind farm FCWF. In addition, the

[Department recommended] that IPL and FCW share equally in any

future rental income and/or gains or losses associated with this
land in the event that it is ever leased or sold.

(Department Comments at 13.) The Department’'s recommendation was based, at

least in part, on “the limited use of this land and the apparent lack of response to



IPL’s offers to sell or lease this land to others.”

Additionally, the Department requested that IPL indicate in reply comments
the effect, if any, its recommendation may have on the basis of the rate imposed
under IPL’s renewable energy rider in Docket No. E001/M-10-312. IPL estimates
that the effect of excluding $491,932 from rate base (which is 50 percent of the
land and improvements) would reduce the levelized rate to $56.33 per MWh from
the $56.40 per MWh that was approved by the Commission in Docket No. E001/M-
10-312.

IPL disagrees with the Department’'s conclusion regarding the Land Lease
Agreement. The Land Lease Agreement is reasonable and in the public interest.
As explained in IPL’s petition in 12-187:

The vacant property in question is located in an Agricultural Zoned

District and therefore the need for a graveled parking lot is virtually

non-existent. FCW Project is the first opportunity for the vacant

property to be utilized since the construction of [Whispering Willow

Windfarm-East (“WWE”")]. Without use by [Franklin County

Windfarm], the land would continue to sit vacant and not generate
revenue.

(Petition, Docket No. 12-187, at 7.) Neither the limited land uses nor the lack of
acceptable sale or lease offers is an appropriate basis to conclude that FCW
should bear half of the cost to purchase, develop, and maintain the land. The land
and the improvements to the land were needed for the construction of WWE. The
Land Lease Agreement enabled part of the investment to be offset by the rental
payments from IPL instead of the land remaining unproductive.

Notwithstanding (and without waiving) the foregoing arguments, IPL
proposes the following alternative. IPL will commit, for the purposes of ratemaking

within IPL’s Minnesota territory, to reduce the rate base value of the laydown land



by $324,675 to $659,189 (total Company), which equates to a reduction in the
Minnesota rate base of $19,481 to $39,551. IPL proposes using this one-third
reduction, in lieu of the Department’'s recommended equal sharing, to reflect the
relative sizes of WWE (121 turbines) and FCW (60 turbines).

Imputing this reduction in the rate base value of the laydown land would
have a similar effect as FCW sharing in the investments in the land, while not
necessitating that FCW and IPL enter into an additional transaction to effectuate
the cost sharing. Additionally, this method will enable IPL to maintain full control of
the land.

WHEREFORE, IPL respectfully requests the Commission give IPL’s reply
comments due consideration and approve the affiliated interest agreements

regarding FCW.

Dated this 6™ day of March, 2014.

Respectfully submitted,

Interstate Power and Light Company

/sl Michael S. Greiveldinger
Michael S. Greiveldinger

Senior Attorney

Alliant Energy Corporate Services
4902 North Biltmore Lane
Madison, Wisconsin 53718-2148
608.458.3318
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