
 

 
 
November 17, 2016 
 
 
Daniel P. Wolf 
Executive Secretary 
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
Saint Paul, Minnesota 551010-2147 
 
RE: Letter from the Minnesota Department of Commerce, Division of Energy Resources 

regarding Greater Minnesota Gas’ 2016-2017 Heating Season Demand Entitlement 
Filing  

 Docket No. G022/M-16-522 
 
Dear Mr. Wolf: 
 
The Minnesota Department of Commerce, Division of Energy Resources (Department) 
provides the following Letter regarding Greater Minnesota Gas’ (Greater Minnesota or the 
Company) Petition for Change in Contract Demand Entitlement (Petition) filed with the 
Minnesota Public Utilities Commission (Commission) on June 15, 2016.  In its September 
20, 2016 Comments, the Department recommended that the Commission approve the 
Company’s proposed level of demand entitlements, subject to any possible changes before 
November 1, 2016, and allow Greater Minnesota to recover associated demand costs, 
subject to any changes, through the monthly Purchased Gas Adjustment (PGA) effective 
November 1, 2016.  In addition, the Department also recommended that the Commission 
require Greater Minnesota to make a supplemental filing on, or about, November 1, 2016 
detailing final costs. 
 
Greater Minnesota filed a Letter—In Lieu of Reply Comments on September 22, 2016 
agreeing with the Department’s recommendations.  The Company made its Supplemental 
Filing with the Commission on October 27, 2016. 
 
In its Supplemental Filing, the Company stated that it had amended its request for changes 
in demand entitlements.  Greater Minnesota stated that it will not contract for the initially 
proposed increase of 350 Dekatherms (Dkt) per day of Viking Forward Haul FT-Zone 1 
capacity envisioned in the Company’s Petition.  Greater Minnesota explained that it is 
approximately 135 customers short of its growth expectations for the year, and that the 
primary factor for this customer shortfall is a delay in a highway project in Otter Tail County.  
This delay, anticipated to be one year in length, will prevent approximately 200 customers 
from receiving service on the Greater Minnesota system at this time.  Given slower than 
expected customer growth, the Company ultimately concluded that the incremental Viking 
capacity was unnecessary.  The decision not to procure incremental Viking capacity results 
in lower demand costs, which is illustrated by the Company in its Supplemental Filing. 
 
Greater Minnesota also identified an operational change for one of its customers that 
occurred subsequent to filing its Petition.  The Company stated that it was notified by one of 
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its largest customers that this customer will transition some of its retail meters to 
transportation service.  This transfer is allowable under the Company’s tariff but created a 
potential operational concern because Greater Minnesota had already procured capacity, 
expecting the need to serve this customer, for the heating season.  The Company explained 
that it was able to negotiate a recallable capacity release arrangement with this customer 
for the upcoming heating season.  Under this agreement, the customer is able to have the 
flexibility of transportation service while still paying the same amount to Greater Minnesota 
as was anticipated prior to the customer’s switch to transportation service, which will protect 
other firm ratepayers from having to pay the entitlement costs associated with the now 
transportation customer.  Further, in the event that Greater Minnesota needs the 
entitlements associated with this newly transitioned transportation customer, the Company 
is able to recall these entitlements and use them to serve firm demand.  Greater Minnesota 
concluded its discussion by stating that it did not believe it was prudent at this time to give 
up this capacity permanently. 
 
After reviewing the Company’s Supplemental Filing, the Department concludes that Greater 
Minnesota’s revised entitlement level is reasonable.  Since the revision in entitlement levels 
is associated with slower customer growth, it is unlikely that the Company’s ability to serve 
firm need on a peak day will be compromised.  If Greater Minnesota had decided to reduce 
its procurement level absent a decrease in customer counts, it may have been necessary for 
the Department to revise its recommendations.  However, with the lower customer count 
figure for the upcoming heating season, it is reasonable to assume that expected use on a 
peak day will also decrease.  Specifically, using data in DOC Attachment R-2, it is reasonable 
to assume that peak demand will be lower by approximately 200 - 300 Dkt/day based on 
the lower customer count forecast.1  Therefore, the Department concludes that the revised 
entitlement level is reasonable. 
 
The Company’s revised entitlement level impacts costs assessed to ratepayers.  Based on 
the expected costs calculated by the Company, the revised entitlement proposed would 
result in the following annual rate impacts: 
 

• Annual bill decrease of $4.73, or approximately 2.43 percent, for the average 
Residential customer consuming 68.0 Dkt annually; and 

• Annual bill decrease of $228.64, or approximately 2.43 percent, for the average 
Residential customer consuming 3,286.5 Dkt annually. 

 
The Department also concludes that Greater Minnesota’s non-recallable agreement with its 
newly transitioned transport customer is reasonable and an appropriate way to mitigate rate 
impacts to firm customers on the Greater Minnesota system.  The agreement is also 
acceptable at this time given the information provided by the Company in its June 23, 2016 

                                                 
1 In its Supplemental Filing, Greater Minnesota noted a shortfall in customer growth of approximately 135.  
Using the peak consumption per customer figure of 1.4854 Dkt/day in DOC Attachment R-2, this would result 
in 201 Dkt/day less in peak day consumption.  In addition, the Company also noted in its Supplemental Filing 
that the delayed construction project in Otter Tail County has prevented 200 customers from joining the 
Greater Minnesota system.  Using the same peak consumption data, if the 200 customer estimate is more 
appropriate for lost customer growth, then peak day consumption may be 297 Dkt/day less.  



Daniel P. Wolf 
November 17, 2016 
Page 3 
 
 
 
Letter.  In the June 23, 2016 Letter, Greater Minnesota discussed its strategy in the 
upcoming years to rebalance its entitlement makeup.  Further, as shown in its Petition, a 
large portion of the Company’s current entitlement contracts are set to expire over the next 
two years (Petition, Attachment C).   Given these facts, the Department concludes that 
Greater Minnesota should have ample opportunity over the next two years to mitigate any 
entitlement impacts associated with this large customers’ decision to transition from firm to 
transportation service. 
 
Based on the Company’s discussion in its Supplemental Filing, the Department modifies its 
recommendations as follows: 
 

• Approve Greater Minnesota’s proposed level of demand entitlements, as shown 
in its Supplemental Filing, and 

• Allow Greater Minnesota to recover associated demand costs, based on the 
information in its Supplemental Filing, through the monthly Purchased Gas 
Adjustment effective November 1, 2016. 

 
The Department maintains its recommendations regarding future filing requirements as 
detailed in its Comments. 
 
The Department is available to answer any questions that the Commission may have. 
 
Sincerely, 
 
 
 
/s/ ADAM J. HEINEN 
Rates Analyst 
651-539-1825 
 
 
AJH/lt 
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I, Marcella Emeott, hereby certify that I have this day, served copies of the 

following document on the attached list of persons by electronic filing, certified 

mail, e-mail, or by depositing a true and correct copy thereof properly 

enveloped with postage paid in the United States Mail at St. Paul, Minnesota. 
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Dated this 17th day of November 2016 

 

/s/Marcella Emeott 
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