Brian M. Meloy

\ 612.335.145DIRECT
A\ brian.meloy@stinson.com
STINSON
LEONARD

STREET

PUBLIC VERSION — TRADE SECRET INFORMATION REDACTED

May 15, 2017

Via Electronic Filing

Mr. Daniel Wolf

Executive Secretary

Minnesota Public Utilities Commission
121 Seventh Place East, Suite 350
St. Paul, MN 55101-2147

Re: Inthe Matter of the Formal Complaint and Petition for Relief by Minnesota Energy
Resources Corporation Against Northern States Power Company d/b/a Xcel Energy for
Violations of Minn. Stat. § 216B.01 and Commission Policy, Docket No. G011, G-
002/C-17-305

Reply Comments of Minnesota Energy Resources Corpation
Dear Mr. Wolf:

Pursuant to the Minnesota Public Utilities Commois's April 21, 2017 Notice of
Comment Period, please find enclosed MinnesotagynResources Corporation’s (“MERC”)
Reply Comments in the above-referenced matterudiey Exhibits A-D. MERC considers
certain information included within the Reply Commte and Exhibits to be proprietary and
TRADE SECRET INFORMATION . Specifically, certain information designatédade
Secret includes competitive data regarding MERC’s systamd confidential customer
information, including customer energy use dataUED”). In this respect, the information
designated afrade Secretis sensitive, competitive information, the discies of which could
harm MERC and its customers. MERC has therefariided both a'rade Secretand Public
version of its Reply Comments and Exhibits.

Pursuant to Minn. Stat. § 13.37, subd. 1(b), thddrsecret information set forth in the
Reply Comments and Exhibits is properly designéeERC as trade secret because it: (1) is
being supplied by MERC; (2) is the subject of remdie efforts by MERC to maintain its
secrecy; and (3) derives independent economic yadawial or potential, from not being
generally known to or accessible to the public. REhas identified the Trade Secret and other
Non-Public Information pursuant to Minn. R. 782905

Please do not hesitate to contact me with anytiguissor concerns.

150 SOUTH FIFTH STREET, SUITE 2300 » MINNEAPOLIS, MN 55402
STINSON.COM 612.335.1500 MAIN » 612.335.1657 FAX
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Sincerely,

/s Brian Meloy
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STATE OF MINNESOTA
BEFORE THE PUBLIC UTILITIES COMMISSION

In the Matter of the Formal Complaint
and Petition for Relief by Minnesota
Energy Resources Corporation Against
Northern States Power Company d/b/a
Xcel Energy for Violations of Minn.
Sat. § 216B.01 and Commission Policy

MPUC Docket No. G-011, G-002/C-17-305

REPLY COMMENTS OF
MINNESOTA ENERGY
RESOURCES CORPORATION

N’ N’ N N N N N N

Pursuant to the Minnesota Public Utilities Comnois's (“Commission”) April 21, 2017,

Notice of Comment Period, Minnesota Energy ResaufCerporation (“MERC”) respectfully
submits the following Reply Comments in responséNtothern States Power Company d/b/a
Xcel Energy’s (“Xcel”) Response to MERC’s Verifigdomplaint. For the reasons set forth
below, in MERC'’s Complaint, and in the parties’ atigsery responses to date in this matter,
MERC reiterates its request that the Commissioueism order declaring that Xcel's provision
of natural gas service to the planned Minnesotangi development (“Planned Developmeht”)
violates Minn. Stat. § 216B.01 and Commission pgolend that MERC has the exclusive right
to provide natural gas service to the Planned [gveént.

l. INTRODUCTION

In its Response, Xcel characterizes MERC as a uhslgd utility seeking to undermine

! MERC's Responses to all Department of Commerc®©D) Information Requests (“IR’s”) are attachedhese
Reply Comments as Exhibit A. MERC’s ResponsesR® from the Attorney General (“OAG”) are attached a
Exhibit B. Xcel's Responses to the DOC and OAG He attached as Exhibit C. Exhibit D includes a
Memorandum of Agreement and Letter executed in ection with the provision of natural gas serviae€agan
and Inver Grove Heights by Xcel and MERC in 19&exgplained further in Section I1I(C)(Ifra.

2 The “Planned Development” was approved by the Gfifgagan in June 2016 when the City changed the:lse
designation of the site of the planned Vikings dgyment from Major Office to Mixed Use to support a
Preliminary Planned Development (known as “Vikingkes”). This approval authorized the Vikings (tigh MV
Eagan Ventures, LLC) to pursue an overall 200 aedevelopment that includes offices, retail, resiidé
hospitality and a conference center — with the nMilsi headquarters and practice facilities (Phasaslthe
development anchorSee Exhibit A (Attachment DOC 2A to MERC’s ResponséX@C IR No. 2.)

1
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Commission policies favoring customer choice anchgetition among natural gas providers.
According to Xcel, MERC is simply upset that it iasut on a competitive bidding process for
providing gas service to the Planned DevelopmeBiased on precedent involving MERC
predecessors and “facts nearly indistinguishalenfthose alleged by MERG,Xcel argues
that the Commission should reject MERC’s Complainthout further investigation. Xcel
claims that, simply because the Vikings (through E&gan Ventures, LLC) selected Xcel as the
natural gas provider for the Planned Developmédm,dustomer’s decision should be honored
without question. Xcel is wrong on the facts émel law.

While MERC remains committed to promoting customieoice and competition among
natural gas utilities, those policies cannot besaared in a vacuum. In particular, the choice of
one large customer to receive natural gas fromrécpkar utility cannot be given primacy over
other concerns that may arise when that utilitgrafits to provide service in an area already
being served by another utility. Instead, Commisgirecedent firmly establishes that potential
safety concerns must also be considered, as wpbtasitial impacts resulting from a duplication
of facilities and impacts on existing ratepayets. this respect, a number of factors must be
balanced in determining which utility should beowled to serve the customer under these
circumstances. Minn. Stat. 8§ 216B.01 and past Ciesiom decisions provide clear guidance in
making this determination.

The cases that Xcel cites in its Response sup@tiner than detract from MERC'’s
position. While the decisions establish that caotitipea among natural gas utilities is the law in
this State — a point that MERC wholly endorseseythlso confirm that competition should be
promoted only to the extent that it does not resultnnecessary duplication of facilities or harm

to existing ratepayers. These decisions also icarthat Commission intervention is appropriate

3 Xcel Response at 3.
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where competition does give rise to safety congedoplication of facilities, harm to existing
ratepayers or other “special circumstances.” oo is clear that Xcel's provision of natural
gas service to the Planned Development will (1ultes unnecessary duplication of facilities,
(2) negatively harm MERC and its customers, andgBg safety concerns.

In addition, Xcel represented in its Response thgtirsuant to our bid, the Company
will provide natural gas and electric service te Wikings at tariff rates. Although permitted by
statute, we did not flex our natural gas servites& This is not accurate. As explained below,
Xcel has actually agreed to provide gas serviddecentire Planned Development at discounted
rates via a “promotional incentive.” This manner“wicentive” raises serious questions with
respect to how Xcel is approaching “competition’”dawhether Xcel is adhering to the
requirements of its tariffi ., the “Filed Rate’j or offering a discriminatory rate contrary to the
requirements of Minn. Stat. 88 216B.03 and 216B.0&pplication of the facts to the law
establishes that MERC should have continuing rigitgerve the Planned Development.

Il. BACKGROUND

MERC and its predecessors have provided naturaseyagce to customers in the City of
Eagan since the 1950s, and MERC currently servesoainately 23,000 customers within the
City. As set forth in MERC’s Complaint, MERC hasntinually served the premises in question
since 1985. MERC and its predecessors servedasuladtioad to the premises while it was

owned and operated by Northwest Airlines (“NWA”gdinning in 1985 and MERC continues

* Xcel Response at 3.

® The filed rate doctrine "forbids a regulated griiit charge rates for its services other than tiposperly filed with
the appropriate ... regulatory authority Arkansas Louisana Gas Co. v. Hall, 453 U.S. 571, 577 (1981)ee also
Minn. Stat. § 216B.05 Subd. 1 provides that “[eyvpublic utility shall file with the commission setiules showing
all rates, tolls, tariffs, and charges which it festablished and which are in force at the timeafoy service
performed by it within the state . . ..”

3
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to serve one meter at the property that has bemthtosheat the buildings on site since 1985.
2016, these premises were purchased by the Mirméegitings to develop a new team
headquarters and practice facillty.

In June 2016, the City approved a multi-buildingultmuse development on
approximately 200 acres along the northern edgeCity of Eagan, known as the “Vikings
Lakes” Planned Developmeht. This approval authorized the Vikings (through MBAgan
Ventures, LLC) to pursue an overall 200 acre reldgwvaent that includes offices, retalil,
residential, hospitality and a conference centevith the Vikings headquarters and practice
facilities as the development anchor (“Planned Impmaent”)?

MERC understands that the Vikings and MV Eagan Vs, LLC have approvals from
the City of Eagan for all phases of the Planneddlgment, including Phase | currently under
construction. Phase | consists of the redevelopne#n40 acres to construct the team
headquarters and related practice facilities. duevelopment of the additional 160 acres will
occur in stages over the next 10-15 years. Inrdspect, the scope of the Planned Development
is much larger than the initial Vikings facilitiead involves the redevelopment of the entire
200-acre parcel located along the northern eddbeo€City of Eagan, south of Interstate 494 and
east of State Highway 149 (aka Dodd Ro&d).

Shortly after the approval of the Planned Developma July 2016, the Vikings’

construction contractor, Kraus-Anderson, requested MERC provide service for the two

® Ver. Compl. 1 4.

"1d. 1 3-4.

8 Ex. A (Attachment DOC 2A to MERC’s Response to DIBNo. 2.)
°1d.

104,
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buildings under construction. MERC installed the requested meters and seniites Ifor
natural gas service. Kraus-Anderson also instduBtERC to remove an existing gas line in the
northeast corner to facilitate the planned gradingd construction work on the site. At Kraus-
Anderson’s request, on July 29, 2016, MERC cappaoraximately 2,900 feet of 4-inch
polyethylene piping located entirely within the posed Redevelopment to facilitate the
construction of Phase | of the redevelopment. Tosking relationship with Kraus-Anderson
and installation of service at the constructiore stipported MERC's belief that the Vikings
intended to receive service from MERC post-consimacas well and there was no indication
that the Vikings would be seeking bids for senpest-construction.

During this construction phase, MERC had severalcudisions with the Vikings
regarding the terms and conditions of providingnement service to the Planned Development
utilizing existing infrastructure and MERC's standlatariff rate offerings. In April 2017,
however, the Vikings’ construction contractor KraArsderson informed MERC that Xcel was
selected as the exclusive natural gas providetherVikings’ facilities and for the entire 200
acre Planned Developme'it. In this sense, Xcel and the Vikings (MV Eagan Mees, LLC)
have ostensibly exercised the customer choice mftioitself as well as all future customers in
the Planned Developmett.

The Vikings selection of Xcel came as a surpriseMteRC. At no time was MERC

requested to be part of a competitive bidding pseceso since July 2016 MERC had been

1 See Ex. A (MERC Response to DOC IR 2); Ex. B (MERC Rasge to OAG IR No. 4.).

12 ver. Compl. T 10see also Ex. C (Attachment A to Xcel Energy’s Response toRIEIR No. 3) (Xcel's Natural
Gas Competitive Agreement (March 29, 2017)).

13 See Ex. C (Xcel Response to DOC IR No. 7) (stating thaiue to the variety of building types and devmitent
plans, Xcel Energy anticipates providing servicehesMV Eagan Venture’s project and surroundin@sifeom the
following MN Gas Tariff Rates: 101 Residential; 1023 Small Commercial Firm; 118/125 Large Commércia
Firm; 103 Large Firm Commercial Demand Billed; 1B/ Small Interruptible; 106 Medium Interruptibbnd/or
Limited Firm Service.”).

5
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working with Kraus-Anderson and the Vikings undeg issumption that MERC would continue
to be the service provider. This was certainlyeaspnable assumption, given (1) MERC'’s
existing and historical service to the site; (2ady access to MERC's existing infrastructure
onsite and in the area; (3) MERC'’s ability to eamieally serve the Planned Development; and
(4) safety considerations.

[l. ARGUMENT

A. Competition and Customer Choice Should Not Be Pronted to the
Detriment of Public Safety, Efficient Service, ancExisting Ratepayers.

In its Response, Xcel relies primarily on two Corssion decisions involving MERC'’s
predecessor Peoples Natural Gas Co. (“Peoplesithwitel claims are nearly indistinguishable
from the circumstances at issue here. These desishowever, are clearly distinguishable and
support MERC'’s position that competition and custorchoice should not be given primacy to
the detriment of public safety, efficient serviamd existing ratepayers. Moreover, these
decisions confirm that the Commission should ireees to balance these interests where
warranted.

For example, Xcel claims th&reat Plains Natural Gas Co. v. Peoples Natural Gas
Co.* held that a new customer’s choice made throughnapetitive bidding process should be
honored, regardless of whether the new load caome & “long-time customer” of another utility
or because the new load is located on the sameiggermas the old lodd. This case is
distinguishable on both the facts and the law.

First, the Commission iGreat Plains was not tasked with determining whether Peoples’

14 |n the Matter of the Complaint of Great Plains Natural Gas Company Against Peoples Natural Gas Company &
UtiliCorp United, Inc., Docket No. G-004, 011/G-91-73, Order Dismissingmplaint (Dec. 20, 1991) Great
Plains Order™).

15 See Xcel Response at 5.
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provision of natural gas would cause unnecessaplicdion of facilities or safety risks.
Instead, the primary issue was whether Peoplesateidlthe flexible rates statute by using
flexible rates to compete with another utility five service. As the Commission stated: “The
issues before the Commission are whether Peopéesgitlated the flexible rates statute by using
flexible rates to compete with another regulatattyiand whether Peoples has violated Minn.
Stat. § 216B.24 (1990) by failing to file its plaa build the pipeline at an earlier datg.”
Though the flexible rate statute is indirectly impted here in that Xcel is offering a non-tariffed
“promotional incentive,” MERC’s Complaint is notat@d in the application of the flexible rates
tariff, as Xcel concedes. MERC’s Complaint raid@eader policy issues of safety and
duplication of infrastructure and the narrow hotgof Great Plains does not dictate here.
Second, the case is distinguishable on the fattsGreat Plains, the existing utility
(Great Plains) was allowed to continue providingural gas service to the buildings it had
previously been serving, even though the new wtifteoples) was permitted to provide service
to the manufacturing facilities that had been newdyverted to operate on natural gas rather
than coal’ In other words, the situation in Great Plainsoimed the addition of new load that
required new infrastructure and as shown in thieviohg aerial photograph, there was no risk of

duplication of facilities and the two utilitieshies did not cross from this arrangement.

1819, at 4.

7 1d. at 4 (“Great Plains will continue to serve MCP’ssting load (office heating) whether or not the wersion
occurs. Great Plains is not losing an existingl kmaanother utility.”).

7
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Figure 1. Map of Infrastructure at Issue in Grielains

N JVERCHTBS

In contrast, the situation here does not invohesdatdition of new load that requires new
or additional infrastructure. Instead, the praecload will be similar to the load MERC served
on the premises from 1985 to 2008, during the dmperaf NWA's facilities, and MERC has all
of the infrastructure in place to adequately anbbloly serve the projected load, without
upgrades or even additional entitlements. Xcefwvise to the Planned Development would
replace and duplicate the services and mains tlEER®has long used to serve customers in the
area, including most recently to Kraus-Andersomrcdise MERC has long provided the type of
distribution service requested here and has dah@infrastructure in place to serve the projected
load, Great Plains does not address the facts of the instant dispute.

Furthermore, to the extent that the Commissiontgsiten inGreat Plains is relevant to

the issues raised by MERC, it supports MERC’s mmsithat competition among natural gas

8
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utilities in a given territory should be promotedbeit with limitations. In fact, the Commission
explicitly noted that a natural gas utility is freeserve a new load, but only “in the absence of
special circumstances, such as unnecessary dugticaf facilities or harm to existing
ratepayers, requiring Commission interventidh.th other words, the Commission {Breat
Plains acknowledged that the benefits of competition agsbmtilities must be balanced against
the harm to ratepayers that could result from tingidation of infrastructure or the undercutting
of tariffed commercial rates.

Xcel's reliance on the case Béoples Natural Gas Co. v. Northern Sates Power Co.*? is
similarly misplaced. As acknowledged by XcBkoples Natural Gas involved two utilities
competing to serve customers in an area thatosatsguous to an area served by Peoples, but
was not already served by Peoples or KSRInlike the circumstances hetfegoples Natural
Gas did not involve one utility attempting to disrughother utility’s long-time service area or
strand a utility’s infrastructure investment in &emn area. Instead, Peoples argued that NSP
should be prevented from serving the new area IsecBaoples was “willing and able to serve”
those new customefS. NSP did not need to intersect Peoples’ pipingritter to provide this
new service, nor was NSP seeking in that caserte s& existing customer of Peoples. Unlike
here, the Commission was not called on to balaheeirtterests of competition and customer
choice with customer safety, efficient service, &adm to existing ratepayers.

Lastly, Xcel suggests that the Commission shouddediard safety concerns associated

18 Xcel Response at 5 (quoti@reat Plains Order at 4).

9 In the Matter of a Complaint of Peoples Natural Gas Against Northern States Power Company Regarding the
Construction of Distribution Facilities, Docket No. G-011/C-96/1062, Order Dismissing Claimp (Oct. 21, 1996)
(“Peoples Natural Gas Order”).

20 Xcel Response at 5 (citirReoples Natural Gas Order).

1 peoples Natural Gas Order at 2.
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with one utility attempting to provide natural gservice in an area served by another utffiy.
According to Xcel, in 1990 MERC'’s predecessor atftep utilities did not raise these concerns
when responding to a generic inquiry from the Coasmoin regarding competition in the natural
gas industry® Although this may be true, the Commission’s decisn this matter affirms
MERC’s argument that, under appropriate circumstanthe Commission should intervene to
prevent one gas utility from competing for custosneranother utility’s natural service territory.
As stated in the Complaint, the Commission has emged on the benefits and
disadvantages of having more than one natural gjlis/ wompete in a given ar€d. For
example, the Commission has recognized that pnoyidiccess to natural gas for a greater
number of people “...may, on balance, outweigh thaeceon that the competition may result in
provision of service somewhat above the lowest ipessost.?> The Commission has also
recognized that competition may cause “wastefulidaton of service and higher per customer
costs,” and that utilities may be tempted “to ‘weligertain tariffed charges for new customers to
the detriment of their current customef$.Ultimately, the Commission must “balance the
interests of the utilities, competed-for customexsd current customers on a case by case
basis.?’” As set forth below, the negative consequenceXa#f's manner of approaching

competition are presently in this dispute, warranCommission intervention.

22 See |n the Matter of an Inquiry Into Competition Between Gas Utilities in Minnesota, Docket No. G-999/CI-90-
563, 1995 WL 594725, Order Dismissing Complaint (M., 1995) (Competition Order”).

% Xcel Response at 6.

24 \Jer. Compl. at 8Competition Order at 5.
%5 Competition Order at 5.

% 1d.

7.
10
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B. The Circumstances Underlying this Dispute Warrant @mmission
Intervention and a Finding that MERC is Entitled to Provide Natural Gas
Service to the Planned Development.

As noted above, the Commission’s pro-competitivdicpgs within the natural gas
industry will be promoted “in the absence of spkedmcumstances, such as unnecessary
duplication of facilities or harm to existing rassers, requiring Commission interventiofi.”
MERC has shown that Xcel's provision of natural gasvice will (1) result in unnecessary
duplication of facilities, (2) negatively harm MER&hd its customers, and (3) raise safety
concerns.

1. Duplication of Facilities

It is irrefutable that MERC has extensive infrastuue in place surrounding the Planned

Development that is available and adequate to sénee Planned Development without

infrastructure upgrades. Included below is a niegwing MERC'’s existing infrastructure in the

Planned Development area.

28 Great Plains Order at 4.
11
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Figure 2: Map of MERC'’s Feeder System Near Plaribedklopmerf?
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In addition, MERC currently has significant exigtimfrastructure around the entire perimeter of
the Planned Development:

Figure 3: Map of MERC'’s Distribution Piping aloBevelopment Perimet&r

WERDOTA HEKGHTS

In total, MERC has over 68,000 feet of pipe withio miles of the Planned Development that,

2 Ex. B (Attachment OAG 2, MERC Feeder and Perimetging.)

%91d. (Attachment OAG 2, MERC Facilities at Proposed &egment).
12

CORE/3502902.0002/133066256.1



PUBLIC VERSION — TRADE SECRET INFORMATION REDACTED

if not used to serve the Planned Development,guiluinderutilized® MERC's perimeter piping
totals approximately 14,092 feet, some of whicH nal longer serve direct load if MERC is not
allowed to continue to serve the Planned DevelopffenThis piping will essentially be
rendered unused except to the extent that it StppMERC’s area system reliability. In addition
as to the piping that runs along the perimeterntteral gas to serve the Planned Development
will be distributed through approximately 54,00@tfeof piping from the District Regulator
Station (“DRS”) located approximately two miles #omest of the sité® Again, MERC's DRS
and associated piping are appropriately sized neesg@e projected load and therefore this entire
length of pipe will be underutilized if MERC is nallowed to serve the Planned Developniént.
The availability of this existing infrastructure ares that MERC would incur little to no
costs to serve the projected load of the entire-&%6 Planned Developmetit.MERC's
infrastructure is also sufficiently sized to accoattate the required increase in capacity to serve
the incremental growtff. In particular, the Town Border Station (“TBS”)athwill serve the
Planned Development is not constrained and theadaguate capacity available to support up to
four-times the incremental load MERC is projectifuy the 200-acre projeéf. Even more
importantly, MERC would incur no additional costdecure the necessary incremental capacity

because MERC can reallocate a portion of its Rdehesapacity to this Eagan TBS on a

311d. (MERC Response to OAG IR No. 2.)

1d.

B1d.

#d.

%d.; seealso Ex. A (MERC Response to DOC IR No. 3.)
% Ex. A (MERC Response to DOC IR No. 3.)

37 d.

13

CORE/3502902.0002/133066256.1



PUBLIC VERSION — TRADE SECRET INFORMATION REDACTED

secondary basis under MERC’s Purchase Agreemehnt Matrthern Natural Gas, which was
approved by the Commission on May 5, 2017, in Doble G011/M-15-895°

Moreover, if Xcel is allowed to serve the PlanneevBlopment, its footprint in the area
will continue to grow, rendering more and more dERC’s system unneeded or underutiliZ&d.
This unnecessary duplication of MERC's infrastruetwill without question negatively impact
MERC's existing ratepayers, who have been payingafod will continue to pay for these
facilities without any future ability to mitigatdeéir costs. Xcel's claim to be the “exclusive”
supplier to the area for decades to come landsetmvery burden of the previously installed
MERC infrastructure to serve the Planned Develofgreguarely on MERC'’s current ratepayers.

2. Economic Impact

In quantifying the economic impact on MERC andciistomers if Xcel is permitted to
serve the Planned Development, MERC examined bingictdand indirect or lost opportunity
costs. With respect to direct costs, MERC hasriecliapproximately $156,000 since July 2016
to install meters and service lines for natural g@wice to the premises during construction and
to otherwise prepare the premises for grading @wveldpment?

With respect to indirect or lost opportunity cof¥-RC evaluated the (1) anticipated
demand for two load sources to be constructed gurimase | of the planned development (i.e.,
the Viking headquarters and practice facilities)d 42) anticipated load attributable to future
phases of the Planned Development to establish la-boilding, multi-use development on

approximately 200 acres along the northern edghe(City of Eagaf’ In particular, MERC

B 1d.
39 Ex. B (MERC Response to OAG IR No. 2.)
“0Ex. A (MERC Response to DOC IR No. 1.)

“1|d. (MERC Response to DOC IR No. 2.)
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has projected the load for the Planned Developrbaseéd on the exhibits presented at the June
21, 2016 Eagan City Council meetiffg.In total, the Planned Development is expecteddo
over [TRADE SECRET DATA BEGINS... ...TRADE SECRET DATA ENDS]
customers, with an incremental load JMTRADE SECRET DATA BEGINS...
...TRADE SECRET DATA ENDS] therms annually. This load equates to approxilypate
[TRADE SECRET DATA BEGINS... ...TRADE SECRET DATA ENDS] percent of
MERC's existing annual load served within the @ifffagan?®

Further, MERC estimates that it would receive agpnately [TRADE SECRET
DATA BEGINS. ... ...TRADE SECRET DATA ENDS] in revenues annually
from service to the Planned Developm&h(This projected revenue does not include the growt
that will occur ancillary to the Planned Developmemr does it include the revenue that would
be lost if Xcel is allowed to extend its systenttstomers currently on MERC's systém.

As such, it is clear that allowing Xcel to servéstioad will negatively impact MERC
and its existing customers. While MERC was relnocttb engage in this dispute with a
neighboring utility, too much is at stake to igndhe damaging impact Xcel's service to the
Planned Development could have on MERC and itsocusts, who have already made a
significant contribution to providing service swiraling the Planned Development area.

3. Safety Implications
Xcel has not shown that it has the ability to setiwve Planned Development safely.

Unlike MERC, Xcel does not have existing infrasture that currently serves the Planned

“1d.
“d.
*4|d. (MERC Response to DOC IR No. 3.)

4.
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Development. As MERC noted in its Complaint, imlerto access the Planned Development,
Xcel's new pipeline must cross over or under MEREXssting pipeline, presenting significant
safety risks'® In part, if there is a gas leak in the area, it e difficult to determine whether
that leak is coming from pipeline owned by MERCXael. In its response, Xcel states:

In 2001, however, Xcel Energy and MERC submittedsbio serve a large

residential development south of Highway 95. Thst@omer chose MERC as its

preferred provider and, in order to serve its nexsstemer, MERC built facilities

that crossed Xcel Energy’s gas main. MERC did adder any safety concerns at

that time, and their attempt to do so now shoulddmrded no weight]

According to Xcel, MERC is being “opportunistic” agven “disingenuous” in its
approach to safety. Setting aside the fact thal Beesumably could only find one instance back
in 2001 to support it hypothesis, since MERC wasntd in 2006 it has taken steps to avoid
crossing other utilities’ gas facilities to reachsaerved customers where possible — even when
such considerations make is necessary to refavspective customer to another utility.

A decision by MERC not to extend service to an stdal customer in the City of North
Branch illustrates the utility’'s commitment to dgfedespite its loss of potential revenues. In
that example, MERC ran a four inch main in the trighway on Grand Ave into an industrial
park in North Branch in 1985. Dissimilarly to tkaty of Eagan, North Branch is one of the
competitive areas of the state and the naturainfesstructure has been installed in a patchwork
style as providers race to install main to serwe oastomers or projected load. Sometime after
MERC installed main, Xcel ran parallel to MERC'sitdies with a six-inch main along the
same route. Xcel's facilities effectively cut MER@ from much of the industrial park because

MERC avoids the crossing of other systems to ptatatety. In July of 2013, MERC began

working with the City and developer to provide gaghe Frito-Lay building located on Golden

“6 Ver. Compl. 7 13.

7 Xcel Response at 6.
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Ave in North Branch. MERC soon discovered thawduld not be able to serve this property
without crossing an Xcel main even though it hasl eékisting assets to serve the property in the
right of way along Ash Street. In the interestpoblic safety, MERC suggested the customer
take service from Xcel. The following aerial phgtaphs show the known location of Xcel's gas

lines in relation to MERC's lines and the indudtpark:

Figure 4. Development of Infrastructure in they@it North Branch

17
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Figure 5: MERC and Xcel Mains within the City obiih Branch.

This just is one example where MERC gave up thedppity to serve a new customer to avoid
a potential safety issue, yet is also underscdresektent to which Xcel is willing to ignore
safety concerns, unnecessarily install duplicativ@ins, and cut-off access to competitively-
priced service providers like MERC.

The fact that there are other instances where n@firene utility cross the mains of
another does not mean that such crossings shotildenavoided where possible. Since MERC
was acquired in 2006, it has attempted to avoidctbasing of other utility lines to serve new
customers or new loads. Importantly, since 2006R@ has had to cross other utility piping in
three competitive areas of the state to maintagtesy reliability and redundancy to serve our
existing customers in those areas. That situat@uld recur here if Xcel is allowed to build
duplicative infrastructure on the premises. MER&Xensive system in the area will need to be
maintained to serve our existing load in the awaich may require additional looping that

necessitates the crossing of Xcel's pipes. MERGbe®mtely avoids the crossing of other

18
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systems where possible and MERC is not “opportighist “disingenuous” in its approach to
safety as Xcel infers in its Response. The Comamsshould reject Xcel's suggestion that the
Commission should not be concerned by safety isshesCommission is, in fact, charged with
ensuring that “[e]Jvery public utility shall furniskafe, adequate, efficient, and reasonable
service.*®* MERC has demonstrated that it can provide senviwder all of these standards to
the Planned Development; Xcel cannot say the same.

C. Contrary to Xcel's Arguments, its Proposed Serviceto the Planned
Development Undermines Fair and Efficient Competitdn.

1. The First in the Field Rule

As MERC noted in its Complaint, MERC adheres to‘fhiest in the Field” rule. While
Xcel states in its Response that “there is no eefeg to the ‘First in Field’ rule in Minnesota
statutes, Commission rules or Commission preced@rhe concept is relatively simple and is
implemented in practice. This is true regardlessvbether the words “First in Field” are
familiar to Xcel or have been used in a Commissioter.

Under this rule, natural gas utilities are freecmmpete to provide service to new
customers; however, the utility that reaches these customers first (economically, safely and
without a duplication of natural gas facilities) alowed to maintain those customers. This
practice avoids a duplication of facilities, minzas conflicts between competing utilities, and
promotes the safe development of natural gas iméretsire in an environment where utilities do
not have exclusive service territories. In thispect, MERC's practice is consistent with the
requirements of Minn. Stat. § 216B.01, which charggee Commission with ensuring that the

provision of natural gas in the State (1) avoidsagessary duplication of facilities, (2) does not

“8 See Minn. Stat. § 216B.04 (emphasis added).

%9 Xcel Response at 7.
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increase the cost of service to the consumer, @phan{nimizes disputes between utilities that
may cause inconvenience or inefficiencies in sertacconsumers.

Accordingly, in approaching competition based oe Eirst in the Field Rule, MERC
considers three primary factors: (1) the abilty BERC to serve the new customers
economically; (2) the ability of MERC to serve thew customers safely; and (3) the ability of
MERC to avoid the duplication of natural gas infrasture to serve the new customers. If these
three factors are satisfied, all things being equadtomer choice should dictate which gas utility
has the right to serve the new customer. MERC ragh® these principles because it is good
policy and MERC believes it is what is requiredlay. This principle was applied by MERC as
it considered the installation of potential servicehe North Branch industrial park, as described
above. Xcel's proposed service to the Planned D@vednt does not satisfy these principles.

With respect to the first principle — the ability the utility to serve the new customers
economically — it is unclear whether Xcel could mgech a standard. Initially, Xcel concedes
that they “have not yet entered into a Service Agrent identifying the applicable tariffed rates”
for service to the Vikings or the customers thatl wventually be a part of the Planned
Development in future phases.lt is, therefore, unclear on what basis Xcel et@sted to be the
exclusive service provider for all present and fetcustomers at the Planned Development.

In addition, Xcel confirmed that it is providing shareholder funded “promotional
incentive” under its March 29, 2017, Natural Gasrpetitive Agreement with the Vikingg.

Xcel characterizes the “promotional incentive” a “operation and maintenance expenditure

*0 Ex. C (Xcel Response to MERC IR No. 7.)

5.
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paid for by the Company’s shareholders” rather tlzaratepayer expense[>f" This appears to
be a reduced or flexed rate, which suggests thaiaif not be economical for Xcel to extend
service to the Planned Development under Commissppnoved rates.

It is also unclear whether the discounted rat®msstent with (1) Minn. Stat. § 216B.03
which requires that “[r]ates shall not bareasonably preferential, unreasonably prejudicial, or
discriminatory, but shall be sufficient, equitabknd consistent in application to a class of
consumers;” (2) Minn. Stat. § 216B.05 Subd. 1, Wipcovides that “[e]very public utility shall
file with the commission schedules showing all rates, tolls, tariffs, andrgks which it has
established andhich arein force at the time for any service performed by it within the state. . .
" or (3) Minn. Stat. § 216B.06, which specificalprohibits a utility from providing, and a
customer from accepting, a rate less than whagtigosth in the utility’s tarif®®> The fact that
Xcel alleges that its shareholders will bear thst @d the incentive does not provide Xcel with
license to charge a rate less than the “Filed Ratgtovide a discriminatory rate not available to
customers in the same class. Further, the disdwings into question whether it is the policy of
the Commission to allow gas utilities to arbitrarilflex” rates through customer-specific
discounts in order to compete with other gas igdit

Finally, Xcel has stated that the Vikings are remjuired to make a Contribution in Aid of
Construction (“CIAC”) to support the new servicettee Planned Development, but indicated

that “the Company anticipates that it will seekaonesry of the capital costs in a future rate case,

5214d.

3 Minn. Stat. § 216B.06 provides that “[n]o publitlity shall directly or indirectly, by any devioghatsoever, or

in any manner, charge, demand, collect, or redebra any person greater or less compensation for any service
rendered or to be rendered by the utility than that prescribed in the schedules of rates of the public utility
applicable thereto when filed in the manner pradideLaws 1974, chapter 4280¢r shall any person knowingly
receive or accept any service from a public utility for a compensation greater or less than that prescribed in the
schedules, provided that all rates being charged and catkdiy a public utility upon January 1, 1975, may be
continued until schedules are filed.” (emphasisaild
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but notes that the expected sales associated hatldevelopment of the 200-acre parcel are
projected to exceed the capital costs incurreduitd lihe infrastructure necessary to serve the
development® It is unclear how, or even if, the future recavef capital costs will benefit
Xcel's existing customers. Because MERC already Feadlities serving this Planned
Development, we know with certainty that MERC’s ¢txig customers would directly benefit
from the expected sales increase.

With respect to the second principle of safety, IX@es also not shown that it has the
ability to serve the new customer safely. As stadcel does not have existing infrastructure
serving the Planned Development. Therefore, Xcabtntross MERC’s existing pipeline,
presenting significant safety risks. While it igngetimes necessary to cross other lines, the
practice should be avoided and here no justificatibnecessity exists.

With respect to the third principle — the abilitf the utility to serve the new customers
without duplicating facilities — there is no disputhat Xcel would duplicate natural gas
infrastructure MERC already has in place to setve Planned Developmett. MERC's
customers will therefore be precluded from recowgrihe costs of the existing infrastructure
from new sales load in the Planned Development.

Moreover, even though Xcel states it is unfammeth the “First in the Field” rule, it has
acted consistent with the rule in previous dealwgh MERC. For example, in 1974 Xcel and
MERC'’s predecessor People’s Natural Gas enteredaintagreement to exchange facilities and
customers within the City of Eagan and Inver Gréveights>® In relevant part, Peoples

acquired customers and facilities in Eagan and acglired customers and facilities in Inver

**|d. (Xcel Response to OAG IR No. 103.)
5 See, eg., Ex. B (MERC Response to OAG IR No. 2.)

% Ex. D (October 2, 1974 Memorandum of Understandling
22
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Grove Heights. In a letter to the City of Eagataehed hereto as Exhibit D, Peoples stated that
“this exchange of customers and facilities [refecin the MOU] will assure a more efficient
and reliable natural gas service to both of thesasawith only one utility rather than two
operating within the same market arda.These considerations are consistent with how MERC
views competition and the First in the Field Rule.
2. Unintended Consequences

In its Complaint, MERC highlighted the fact thaété is more at stake in this proceeding
than simply which utility should be able to servee tPlanned Development. As MERC
explained, allowing Xcel to serve the Planned Depelent will signal that any gas utility can
simply extend service to a large customer of anatliity regardless of whether that premises is
currently served by the utility or if the utilitiraady has infrastructure in place to serve the
customer? More specifically, utilities could consider anflange in ownership at a customer
premises to mean the service is open for competdid the installation of new infrastructure
under the rubric of customer choice. Such a fureddal change in the way gas utilities compete
to serve Minnesota customers will ultimately resaltstranded costs and poor outcomes for
customers, especially residential and other cagtigtomers who do not have multiple providers
within their area. Further, it is unclear to wiextent that rates may be “flexed” or should be
designed to be “flexed” for select or otherwisehhayofile customers.

The Commission should set clear parameters for etitign now, as MERC expects that
the issues raised in this dispute will continueatise more frequently as growth in population
and development continues to occur in suburban eeaotban areas. The opportunities for

growth within the metropolitan areas are spatidilyited so unless the Commission sets

>"|d. (December 26, 1974 Letter to the City of Eagan.)

%8 \Ver. Compl. at 9-10.
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competition guidelines, utilities will continuallsttempt to extend infrastructure into planned
development areas even though those areas ardyapgeed for service.

In addition, it is unclear whether the Natural Ga@smpetitive Agreement entered into
between Xcel and MV Eagan Ventures, LLC actuallynpotes customer choice as Xcel alleges.
While approving this agreement would honor the chanade by MV Eagan Ventures, it is
MERC'’s understanding that the agreement pertaiteae@ntire 200 acre Planned Development,
which includes future offices, retail locationssidences, hospitality services, and a conference
center”> MERC further understands that these additionabph of development will occur over
the next ten to fifteen years. Presumably, thesktianal facilities will be operated by separate
entities with no affiliation to the Vikings or MVdgan Ventures. Accordingly, by requiring that
the entire Planned Development be served by Xbelagreement prevents those other entities
from choosing a natural gas provider. If, as Xalidges, this is solely a matter of two utilities
competing for new customers in a new service tew;jtat a minimum, future customers should
have opportunity to select whether to receive serfiom MERC or Xcel, rather than having
that choice dictated by the agreement between aw@IMV Eagan Ventures.

V.  CONCLUSION

As set forth above and in MERC’s Complaint, numeromcumstances exist that warrant
Commission intervention in this matter. The Consiwwia has made clear that competition
among natural gas utilities is a laudable poliayt ot if this competition gives rise to “special
circumstances.” Notably, the Commission has idiedtisafety concerns, wasteful duplication of
service, potential harm to existing ratepayers, digher per customer costs as special
circumstances warranting intervention. All of thesrcumstances are present in this matter.

Accordingly, MERC respectfully requests that then®aission (1) declare that Xcel is in

9 See Ex. A (MERC Response to DOC IR No. 2 & Attachme@©®2B.).
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violation of Minn. Stat. § 216B.01 and Commissioaligy through its attempt to serve the
Planned Development; (2) and issue an order thagruthe unique circumstances present here,
MERC has the exclusive right to provide natural g@wice to the Planned Development.

Dated: May 15, 2017 Respectfully Submitted,

MINNESOTA ENERGY RESOURCES
CORPORATION

/sl Amber S. Lee
Amber S. Lee
Regulatory and Legislative Affairs Manager
Minnesota Energy Resources Corporation
2665 145th Street West
Rosemount, MN 55068

STINSON LEONARD STREET LLP

/s/ Brian Meloy

Brian Meloy (#0287209)
Thomas Burman (#0396406)

150 South Fifth Street, Suite 2300
Minneapolis, Minnesota 55402
Telephone: (612) 335-1500
Facsimile: (612) 335-1657
brian.meloy@stinson.com
thomas.burman@stinson.com

Attorneys for Complainant Minnesota Energy
Resources Corporation
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Minnesota Department of Commerce
Division of Energy Resources
Information Request

Docket Number: G011, 002/C-17-305 CINonpublic X Public
Requested From: Amber Lee, MERC Date of Request: 4/26/2017
Type of Inquiry: Financial Response Due: 5/8/2017
Requested by: John Kundert

Email Address(es):  john.kundert@state.mn.us
Phone Number(s): 651-539-1740

Request Number: 1

Topic: NA
Reference(s): Complaint, page 5, point 8
Request:

Please provide support for the $140,000 amount of direct costs that MERC states it has incurred
since August 2016 to provide service to Kraus-Andersen at the Proposed Development.

MERC RESPONSE:

MERC has incurred approximately $156,000 since July 2016 to install meters and service lines for
natural gas service to the premises during construction and to otherwise prepare the premises for
grading and development. The abandonment costs incurred in July 2016 were associated with the
removal of MERC's preexisting service line in the northeast corner of the parcel. The meter set
removal costs were incurred to move the provision of natural gas during construction. The
installation of the six-inch main was completed in August 2016 as a system integrity project
necessary to loop MERC's system in this area to reinforce reliability and to be able to seamlessly
serve the projected load.

Please see Attachment DOC 1 for a complete detail of the costs MERC has incurred to-date to serve
the Proposed Development.

To be completed by responder

Response Date: 5/8/2017

Response by: Seth DeMerritt

Email Address: ssdemerritt@integrysgroup.com
Phone Number: (920) 433-2926



Minnesota Department of Commerce
Division of Energy Resources
Information Request

Docket Number: G011, 002/C-17-305

Requested From: Amber Lee, MERC Date of Request: 4/26/2017
Type of Inquiry: Financial Response Due:  5/8/2017
Requested by: John Kundert

Attachment DOC 1



Date Description Cost
2/10/2017]West meter set - 11M rotary 8,905.00
1/13/2017|East meter set - 5M rotary 5,710.00
2/10/2017]4" service line to west meter set 9,877.00
1/13/2017]2" service line to east meter set 11,541.00
8/29/2016]6" PE along Ames Crossing 112,530.00
7/29/2016 Ab_andonment of 4" PE main along Lone Oak 2.344.00
Point

7/29/2016 Ab_anfion meter and riser at old NW Airlines 1.713.00
building

4/20/2017]2” SVC Retirement & Meter Set Removal $1,243.00

4/21/2017]4” SVC Retirement & Meter Set Removal $1,813.00
Total 155,676
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Minnesota Department of Commerce
Division of Energy Resources
Information Request

Docket Number: G011, 002/C-17-305 CINonpublic X Public
Requested From: Amber Lee, MERC Date of Request: 4/26/2017
Type of Inquiry: Financial Response Due: 5/8/2017
Requested by: John Kundert

Email Address(es):  john.kundert@state.mn.us
Phone Number(s): 651-539-1740

Request Number: 2

Topic: NA
Reference(s): Complaint, page 5, point 10
Request:
a. Provide an estimate of the anticipated natural gas demands and usage for the Proposed

Development. Please provide electronic copies with all links and formulas intact.

MERC Response:

a.

Please see Attachment DOC 2, which shows the anticipated demand for two load sources to
be constructed during Phase | of the planned development, as provided to MERC by Kraus-
Anderson on behalf of the Vikings in July 2016. Attachment B also shows the anticipated
load attributable to future phases of the planned development. In June 2016, the City of
Eagan approved a Preliminary Planned Development (known as “Viking Lakes”) for MV
Eagan Ventures, LLC, to establish a multi-building, multi-use development on approximately
200 acres along the northern edge of the City of Eagan. MERC has projected the load for
the Planned Development based on the exhibits presented at the June 21, 2016 Eagan City
Council meeting. See Attachment DOC 2A.

In total, the Planned Development is expected to add over [TRADE SECERET DATA BEGINS...
..TRADE SECRET DATA ENDS]customers, with an incremental load of [TRADE SECERET
DATA BEGINS... ...TRADE SECRET DATA ENDS] therms annually. This load
equates to approximately [TRADE SECERET DATA BEGINS... ...TRADE SECRET DATA
ENDS] percent of MERC's existing annual load served within the City of Eagan..

To be completed by responder

Response Date: 5/8/2017

Response by: Seth DeMerritt

Email Address: ssdemerritt@integrysgroup.com
Phone Number: (920) 433-2926
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Minnesota Department of Commerce
Division of Energy Resources
Information Request

Docket Number: G011, 002/C-17-305 CINonpublic X Public
Requested From: Amber Lee, MERC Date of Request: 4/26/2017
Type of Inquiry: Financial Response Due: 5/8/2017
Requested by: John Kundert

Email Address(es):  john.kundert@state.mn.us
Phone Number(s): 651-539-1740

The anticipated load attributable to the Planned Development as shown in Attachment B
does not include the load associated with the ancillary development that will occur outside
the perimeter of the 200-acre project. Nor does it include any of MERC's existing load
within or near the proposed development that could be served by Xcel if the Commission
were to repudiate the First in the Field doctrine.

To be completed by responder

Response Date: 5/8/2017

Response by: Seth DeMerritt

Email Address: ssdemerritt@integrysgroup.com
Phone Number: (920) 433-2926



Minnesota Department of Commerce
Division of Energy Resources
Information Request

Docket Number: G011, 002/C-17-305

Requested From: Amber Lee, MERC Date of Request: 4/26/2017
Type of Inquiry: Financial Response Due:  5/8/2017
Requested by: John Kundert

Attachment DOC 2A



MINUTES OF A REGULAR MEETING OF THE
EAGAN CITY COUNCIL
Eagan, Minnesota

JUNE 21, 2016

A Listening Session was held at 6:00 p.m. prior to the regular City Council meeting. Present were Mayor
Maguire and Councilmembers Bakken, Fields, Hansen and Tilley.

A regular meeting of the Eagan City Council was held on Tuesday, June 21, 2016 at 6:30 p.m. at the
Eagan Municipa! Center. Present were Mayor Maguire and Councilmembers Bakken, Fields, Hansen and
Tilley. Also present were City Administrator Osberg, Assistant City Administrator Miller,
Communications Director Garrison, Finance Director Pepper, Director of Community Development
Hutmacher, City Planner Ridley, Director of Public Works Matthys, Director of Parks and Recreation
Pimental, Police Chief McDonald, City Attorney Dougherty, and Executive Assistant Stevenson.

AGENDA

City Administrator Osberg suggested moving the Economic Development Authority Agenda after the
Consent Agenda leaving the only remaining item under New Business. All Councilmembers were in
favor.

Councilmember Hansen moved, Councilmember Bakken seconded a motion to approve the agenda as
amended. Aye: 5 Nay: 0

RECOGNITIONS AND PRESENTATION
There were no recognitions and presentations.
CONSENT AGENDA

Councilmember Fields moved, Councilmember Tilley seconded a motion to approve the Consent agenda
as presented: Aye: 5 Nay: 0

Mayor Maguire pulied Item J. — To accept a donation from the Eagan Lion’s Club in the amount of
$10,000 for the Fire Department, for further comment. He thanked the Eagan Lion’s Club for the
donation and for all they do in the community.

A. It was recommended to approve the minutes of June 7, 2016 regular City Council meeting as
presented.

B. Personnel Items:
1. It was recommended to approve accept the retirement notice of Richard Nelson, Full Time

Utility Water Production Worker and authorize replacement of the vacancy created.

2. It was recommended to authorize the status change of Jeannette Nelson from part time to

regular full time.

It was recommended to authorize temporary office support to Parks & Recreation.

4. It was recommended to approve the transfer of Greg Tracy from Full Time Utility Worker to
Full Time Production Utility Worker.

5. It was recommended to approve the transfer of Jeffrey Tisor, from Full Time Field Utility
Worker to Full Time Production Utility Worker,

w
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6. It was recommended to authorize the hiring of Tom Rishel, seasonal utility worker, for the
replacement of a Field Utility Worker position created by the transfer of Jeffrey Tisor to
Production Utility Worker.

7. It was recommended to authorize recruitment and replacement of a Field Worker position
created by the transfer of Greg Tracy to Production Utility Worker.

It was recommended to ratify the check register dated May 27, June 3 and 10, 2016 as

presented.

There were no contracts to consider at this time.

It was recommended to approve a Joint Powers Agreement between the City and the DNR for

the provision and installation of a fishing pier on Fish Lake within Fish Lake Park and also the

required Resolution confirming City support for the project.

It was recommended to authorize the modification of the fee schedule to help make available

more time for smaller rentals at the Eagan Community Center on Fridays and Saturdays within

90 days of the date of rental.

It was recommended to approve a resolution to accept a grant from the Farmer’s Market

Coalition of $2,000 plus program supplies for Eagan Market Fest and direct the Mayor and City

Clerk to sign the appropriate document.

It was recommended to adopt a resolution authorizing the Chief of Police to sigh a Master

Subscriber Agreement for authorized personnel to access data through the court system.

It was recommended to approve an agreement for legal services between the City of Eagan and

Campbell Knutson, PA for prosecuting legal services.

It was recommended to approve a resolution to accept a donation from the Eagan Lion’s Club in

the amount of $10,000 for the Fire Department and authorize the necessary budget adjustment.

It was recommended to approve the Fire Departments revised Standard Operating Procedures

Manual for implementation.

It was recommended to approve the Joint Powers Agreement for Dakota County Domestic

Preparedness Committee.

It was recommended to approve an amendment to an existing Joint Powers Agreement with the

State of Minnesota, which will allow the City to continue seeking reimbursement for

investigative overtime, training and equipment related to crimes committed over the internet.

It was recommended to approve a resolution appointing absentee ballot board judges and

designating them as deputy city clerks for the purpose of administering the August 8, 2016

Primary.

It was recommended to approve a resolution appointing election judges for the August 9, 2016

Primary.

It was recommended to approve a temporary on-sale liquor license and waive the license fee for

the Eagan High School Boys’ Hockey Booster Club on July 16, 2016 at 3870 Pilot Knob Road.

It was recommended to approve a temporary on-sale liquor license and waive the license fee for

Faithful Shepherd Catholic School’s Septemberfest on September 16-18, 2016 at 3355 Columbia

Drive.

It was recommended to approve a Sound Amplification Permit and a Permit Fee Waiver for an

outdoor event with electronic sound system/audio equipment use after 10 p.m. on September

17, 2016, located at 3355 Columbia Drive.

It was recommended to approve Change Order No. 1 to Contract 16-02 (Citywide Street

Improvements) and authorize the Mayor and City Clerk to execute all related documents.

it was recommended to approve Change Order No. 1 to Contract 16-18 (Central Maintenance

Facility — Fuel System Improvements) and authorize the Mayor and City Clerk to execute all

related documents.
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u.

AA.

BB.

cC.

DD.

EE.

FF.

Ga.

2016

It was recommended to approve the final payment for Contract 16-18 (Central Maintenance
Facility — Fuel System Improvements) in the amount of $35,493.87 to Pump and Meter Service,
Inc. and accept the improvements for perpetual City maintenance subject to warranty provision.
It was recommended to approve the plans and specifications for Contract 16-21 (Central Area
Street Light Improvements) and authorize the advertisement for a bid opening to be held at
10:30 a.m. on Thursday, July 28, 2016.

It was recommended to approve the plans and specifications for Contract 16-23 (Country Hollow
Lift Station Rehabilitation — Sanitary Sewer Improvements) and authorize the advertisement for
a bid opening to be held at 11:00 a.m. on Thursday, July 14, 2016 at the Utilities Administration
building located at 3419 Coachman Point, Eagan, MN.

It was recommended to direct the City Attorney to prepare an Ordinance Amendment to
Section 3.20, Rules and Regulations Relating to Water Service for further consideration
regarding the development of a Cross-Connection Control Plan that may require compliance
with a mandatory inspection program, including related corrective work orders and
enforcement measures with possible surcharges.

It was recommended to authorize a letter of support to the City of Burnsville for a Regional
Solicitation federal funding application for trail improvements along Cliff Road (CSAH 32) from
TH 13 to Cinnamon Ridge Trial.

It was recommended to approve a Change Order No. 2 to Contract 15-15 (Yankee Doddle
Road/Promenade Avenue and Yankee Doodle Road/O’Leary Lane — Intersection Improvements),
and authorize the Mayor and City Clerk to execute all related documents.

It was recommended to approve a Final Subdivision (Wilderness Run 4™ Addition) to create 2
lots upon approximately 1.8 acres located at 4365 Capricorn Court.

It was recommended to approve an extension to the Final Subdivision approval for property
located at 510 Lone Oak Road.

It was recommended to direct preparation of an ordinance amendment to City Code Chapter 11
regarding temporary family dwellings.

It was recommended to approve the Joint Powers Agreement with Dakota County for the Dodd
Road Fiber Project.

It was recommended to approve a resolution to accept donations generated at the 1914 Historic
Town Hall open house.

It was recommended to adopt a resolution approving an Exempt Permit for St. John Neumann
Catholic Church to conduct a raffle on August 14, 2016 at 4030 Pilot Knob Road.

It was recommended to amend the City Council minutes for April 5, 2016, as they pertain to the
Cedar Grove Transit Station.

PUBLIC HEARINGS

There were no public hearings to be heard.

OLD BUSINESS

There were no old business items to be heard.
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NEW BUSINESS

Comprehensive Guide Plan Amendment, Rezoning, Preliminary Planned Development,
Preliminary Subdivision and Feasibility Report — MV Eagan Ventures, LLC

City Administrator Osberg introduced the item noting there are five actions the Council is being asked to
consider: a Comprehensive Land Use Guide Plan Amendment from Special Area-Major Office to Special
Area-Mixed Use upon approximately 200 acres, a Rezoning from Agriculture to Planned Development
upon approximately 44 acres, a Preliminary Planned Development to establish an approximately 200
acre multi-building/multi-use development, a Preliminary Subdivision to create three lots and three
outlots upon approximately 200 acres, and the Feasibility Report for Project 1225 MV Eagan Ventures
LLC streets and utility improvements.

City Planner Ridley gave a staff report and provided a site map.
Public Works Director Matthys briefly introduced the Feasibility Report for Project 1225.

Kevin Warren, Minnesota Vikings, noted the project will bring excitement and interaction to the area
bringing a live, work, play environment.

David Murphy, Crawford Architects, gave a presentation that walked through the detailed plans of the
project and each of the proposed districts.

Representatives from the Minnesota Vikings were present and available for questions.
The Council discussed the development.

Mayor Maguire opened the public comment. Joe and Linda Retterrath, 810 O’Neill Drive, stated concern
for their privacy regarding the height and proximity of the buildings. Julie Manworren, President/CEQ of
Living Well Disability Services, 680 O’Neill Drive, stated her excitement about the development now and
as the mixed-use development progresses over the next decade. Thomas O’Neill stated he was
supportive of the Vikings development, but noted his concern regarding well drilling. Vicki Stute,
President Dakota County Regional Chamber of Commerce, stated support for the development and
noted the Chamber is very excited to welcome the Vikings to Eagan. There being no further public
comment, Mayor Maguire turned the discussion back to the Council.

Councilmember Fields moved, Councilmember Bakken seconded a motion to implement a
Comprehensive Land Use Guide Plan Amendment from Special Area-Major Office to Special Area-Mixed
Use upon approximately 200 acres generally located south of I-494 .and east of Highway 149. Aye: 5
Nay: 0

Councilmember Tilley moved, Councilmember Hansen seconded a motion to approve a Rezoning from
A, Agriculture, to PD, Planned Development, upon approximately 44 acres generally located at 720
O’Neil Drive. Aye:5 Nay: 0

Councilmember Hansen moved, Councilmember Fields seconded a motion to approve a Preliminary
Planned Development to establish an approximately 200 acre multi-building/multi-use development
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generally located south of 1-494 and east of Highway 149, subject to the following conditions as
amended: Aye:5 Nay:0

1.

w

10.

11.

12.

13.

14.

A Preliminary Planned Development Agreement for a term of 15 years shall be executed and
recorded against the property at the Dakota County Recorder’s office. The Preliminary PD
Agreement shall contain the following plans:

= Preliminary Site Plan

n Preliminary Signage Plan
A Final Planned Development Agreement shall be required for each lot as it develops.
The following plans are required for the Final Planned Development Agreement.

" Final Site Plan
" Final Building Elevations
Ll Final Landscape Plan

= Final Signage Plan

] Final Lighting Plan

= Final Amenities Plan
The property shall be platted.
All residential development within the site shall be designed and constructed as shared- entrance
buildings.
All building construction within the proposal area shall incorporate construction methods and
techniques that reduce interior noise impacts from airport noise in accordance with the
Metropolitan Council’s 2030 Transportation Policy Plan and City Code Section 11.64 pertaining to
the Aircraft Noise Zone Overlay District.
The revised MV Northeast Eagan Development Design Guidelines (the “Guidelines”), received on
March 30, 2016, are adopted by reference to establish the development framework for Land
Use, Architecture, Green Infrastructure, Public Realm, Street and Roadways, Lighting and
Signage. To the extent of any inconsistency between the Guidelines and the Conditions herein,
the Conditions shall control.
The.developer shall provide cross parking easements and a comprehensive parking/special
events agreement in a form acceptable to the City Attorney. Such agreement shall include a
requirement that the developer participate financially in the traffic management strategies
necessary to accommodate future events within the development, including events at the
stadium and practice facility.
Ingress-egress easements shall be provided to ensure all parcels have access to a public street.
Such easements shall be in a form acceptable to the City Attorney.
All buildings shall present an attractive appearance on all sides with similar architectural features
and materials as the front/entry sides of the buildings.
Final Planned Development Site Plans shall include the parking island calculation summary
within the individual parking area(s) or in the plan sheet legend.
Cart corrals shall be shown on the Final Site Plan{s). All cart corrals shall be a permanent
installation, and no advertising signage shall be placed on the corrals.
Overnight storage of carts outside or in the cart corrals is not permitted. All carts shall be
collected each day and stored within the building overnight; indoor storage area for carts shall be
provided.
Outdoor storage for up to three commercial vehicles is allowed for each commercial building.
Such vehicles must fit in a standard parking stall and the designated parking stalls shall be
identified on the Site Plan at the time of Final Planned Development.
The Sighage Master Plan provides bulk standards for size and setbacks for the general overall site
freestanding signage; all other building and freestanding future phase, site specific, signage shall
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15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

meet Sign Ordinance standards. The development monument sign at the intersection of Dodd
Road and Northwest Parkway shall be eliminated.

Outdoor patio dining shall meet City Code requirements of Sec. 11.70, Subd. 29. For each outdoor
dining area, a detailed patio seating plan should be provided at the time of Final Planned
Development.

Trash and recycling containers shall be stored within the principal building or in an enclosure
attached to the building that meets the design standards in the City Code, and be constructed of
the same finish materials as the principal buildings.

All mechanical equipment, both roof and ground mounted, shall be screened in accordance with
City Code standards. All equipment and proposed screening shall be shown and identified on the
Final Building Elevations and/or Site Plan drawings at the time of Final Planned Development.
Each Final Landscape Plan shall include specifications that include a note that the root ball be set
flush with grade with the root flare visible 1-2” above grade. Additionally, the plan shall note
mulch shall not be in contact with the trunk of the tree.

Screening of the player/coaches parking area from O’Neill Drive shall be enhanced by adding a 3’
tall evergreen shrub hedge or knee wall.

All landscaped areas shall be provided with automatic irrigation in compliance with City

Code requirements.

A financial guaranty for landscaping and tree mitigation shall be provided at the time of

Final Subdivision, in-accordance with City Code provisions.

To ensure that tree mitigation is properly addressed as a phased development, the developer
shall enter into a Tree Preservation/Mitigation Agreement, in a form acceptable to the City
Attorney.

A blue or other industry standard recycling receptacle shall be placed directly next to all trash
receptacles in the common areas of the development. Uniform labels on receptacles and lids will
indicate recycling or trash and will specifically identify the types of items accepted in each
container.

Pedestrian crossings of drive lanes shall be visually and/or texturally offset through use of a
different pavement material.

Per the Design Guidelines, a cohesive consistent design shall be provided for all free- standing
signs.

All building signage shall be consistent in design, per City Sign Code standards, while
accommodating the unique identifiers of individual tenants including colors, script and logos.
Building architecture shall be considered prior to sign placement so that sign placement is in
keeping with the architectural features of the building.

Details on the design and placement of directional signs shall be provided with the Final Planned
Development. The directional sign structures shall be located so as not to interfere with visibility,
vehicular or pedestrian circulation or snow storage.

Building elevations shall be submitted for all buildings at the time of Final Planned Development.
Buildings for which Preliminary Elevations were not provided shall utilize the Design Guidelines
palette of materials and consistent architectural features presented for the specific District.

All erosion/sediment control plans submitted for development and grading permits shall be
prepared by a designer who has received current Minnesota Department of Transportation
(MNDOT) training, or-approved equal training as determined by the City Engineer in designing
stormwater pollution prevention plans. Also, all personnel responsible for the installation of
erosion/ sediment control devices, and the establishment of vegetation for the development, shall
have received Erosion/Sediment Control Inspector/Installer certification through the University of
Minnesota, or approved equal training as determined by the City Engineer.

The developer shall provide hydrant spacing and locations in accordance with City Fire
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32.

33.

34,

35.
36.

37.

38.

39.

40.

41.

42.

Department and Public Works standards.

The developer shall provide a plan to be approved by staff including development-owned vault(s) at
an entry point(s) to the premises and a conduit system to provide fiber optic to all buildings in the
development. The conduit system shall utilize a multi-partitioned )
inner duct system, or other comparable means, to accommodate multiple fiber optic service
providers jn the future.

The developer shall enter into a trail easement agreement per the Sidewalk and Trails Plan (Plan
Sheet L100), in a form acceptable to the City Attorney to provide public right- of-way or trail
easement of sufficient size for any public trails constructed outside the current right-of-way limits.
The developer shall enter into a park and trail agreement per the Parks and Open Space

Plan (Plan Sheet L200), in a form acceptable to the City Attorney, to ensure that the

dedication of park and trails is completed as the development proceeds in further phases.

The developer shall provide building address numbers per Section 2.78 of the City Code.
Corporate partner or naming rights sponsor signage shall be limited to 20% of the sides of the IPF
and integrated graphics/projection mapping signage on the IPF shall not be subject to the 20%
restriction.

Integrated graphics/projection mapping signage shall be subject to a Sign Agreement between
the City and the Vikings in a form acceptable to the City Attorney.

Only two other building permits shall be issued for any property other than Lot 1, Block 1 until
above-ground physical construction has begun on the Vikings’ Headquarters facility.

Developer may not commence construction of any residential units on any land located North of
Northwest Parkway until Developer commences construction of a conference center hotel on the
Property containing at least 100 guest rooms, 10,000 square feet of event space, 10
breakout/conference rooms, a ballroom with capacity for at least 500 people and a full service sit-
down restaurant (“Conference Center Hotel”). Developer shall cooperate with the City of Eagan’s
Convention and Visitor’s Bureau to develop the scope of and undertake a feasibility study
examining the market and financial feasibility, without subsidy, of each of, and the combined, hotel
and conference center components of the Conference Center Hotel on or before April 1, 2017 and
report quarterly, until three years have passed from the issuance of a Certificate of Occupancy for
the Vikings’ Headquarters facility, as to Developer’s efforts and progress toward constructing a
Conference Center Hotel. If the feasibility study demonstrates that development of the
Conference Center Hotel is not feasible, in any respect, this condition is waived. In any event, this
condition automatically expires on April 1, 2023.

The developer shall be responsible for all relevant mitigation strategies included within the
Mitigation Plan dated May 27, 2016, associated with the Final Alternative Urban Area-wide
Review (AUAR) for the Minnesota Vikings Headquarters and Mixed Use Development in
accordance with the City’s determination of responsibility. The developer shall contribute
$4000/net developable acre into an escrow fund to address their responsible cost of
transportation improvements included in said mitigation strategies. The developer shall enter into
an escrow agreement in a form acceptable to the City Attorney and provide the required deposit
prior to Final Subdivision approval/release of the plat for recording. Any unused amount will be
returned to the payers within 10 years of full development of the properties within the study
area.

The developer shall be responsible for the cost of all updates to the Final Alternative Urban
Area-wide Review (AUAR) for the Minnesota Vikings Headquarters and Mixed Use

Development. Updates are required every five years until the completion of the development.
The developer shall be responsible for the cost of preparing and implementing an event travel
demand management plan (TDMP) to identify management strategies for events of various sizes
including traffic operations, parking and circulation. Events could include use of the outdoor
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stadium, indoor practice facility and outdoor practice fields by the Vikings as well as local
community sporting or entertainment events. Implementation costs may include city or
contractual labor and material to address a combination of turn restrictions, counter-flow
operations, traffic signal overrides, supplemental static and dynamic signage, transportation
(bussing) and event management staff to override operations at some intersections.

Mayor Maguire moved, Councilmember Hansen seconded the motion to approve a Preliminary
Subdivision (Northeast Eagan Development) to create three lots and three Outlots upon
approximately 200 acres located in the north % of Section 1, generally located south of -494 and east
of Highway 149, subject to the following conditions: Aye:5 Nay: 0

1.

10.

11.

The developer shall comply with these standards conditions of plat approval as adopted by Council
onlJuly 1, 2014: A1, B1, B2, B3, B4, C1, C2, D1, E1, F1, G1, H1 and I1.

The property shall be platted.

Ingress-egress easements shall be provided to ensure all parcels have access to a public street.
Such easements shall be in a form acceptable to the City Attorney.

All erosion/sediment control plans submitted for development and grading permits shall be
prepared by a designer who has received current Minnesota Department of Transportation
(MNDQT) training, or approved equal training as determined by the City Engineer in designing
stormwater pollution prevention plans. Also, all personnel responsible for the installation of
erosion/ sediment control devices, and the establishment of vegetation for the development, shall
have received Erosion/Sediment Control Inspector/Installer certification through the University of
Minnesota, or approved equal training as determined by the City Engineer.

All well and septic systems within the development should be abandoned in accordance with City
and County standards.

The developer shall meet all requirements of Minn. Rules Ch. 8420 and City Code

§11.67 regarding and a proposed wetland replacement plan.

The developer shall meet the City’s Post Construction Stormwater Management requirements
(City Code §4.34) for stormwater management and surface water quality, including Runoff Rate
Control and 1.1” Volume Control on the site’s new and fully- reconstructed impervious surface
area (including effective soil remediation for the site’s disturbed soils that are to be revegetated).
The developer shall provide adequately sized pre-treatment (e.g. 4’ sump with scour protection
and skimmer hood, inlet filter structure, etc.) at, or immediately upstream of, all stormwater
management facility (e.g. infiltration basin) inlets to provide for effective capture and easily-
accessible cleanout of fine-sand sized particles and floatable pollutants. Details shall be included
in applicable plan sheet(s).

The developer shall provide clear plans and details on how impervious surface runoff will enter
proposed infiltration basins (e.g. curb-cuts, catch-basin/piping, etc.), specifically on Utility Plan and
other appropriate plan sheets at all proposed individual drainage areas (e.g. P-Park-W1, P-Park-
W2, P-Park-E, P-OutSyn, etc).

The developer shall provide unobstructed maintenance equipment access paths (without
obstructions from grading, private utilities, trees/branches, large shrubs, etc.), from pavement-
edge to all surface stormwater facilities’ inlets/outlets. The unobstructed equipment access path
shall be capable of fully supporting typical maintenance equipment, for periodic maintenance
access to the surface storm water facilities and verify that Landscape Plans do not conflict with this
access requirement.

Prior to receiving city approval to permit land disturbing activity, the developer shall provide the
City with soil boring logs from a minimum of four soil-borings within any proposed infiltration



City Council Meeting Minutes
June 21, 2016
9 page

12.

13,

14.

15.

16.

basin area, extending a minimum of 10’ below the bottom of the proposed infiltration feature, to
evaluate and ensure suitability for infiltration. if the soil boring logs indicate incompatibility of
existing sub-soil permeability with the submitted and reviewed design plans for meeting volume
control requirements, the developer shall revise the design and/or construction plans (e.g. over-
excavation/soil-amendment depth, etc.) and/or follow Permissible Alternative Stormwater Volume
Control Designs process if determined appropriate by the City Engineer, to ensure volume control
requirements are fully met.

Prior to receiving city approval to permit land disturbing activity, the developer shall provide
construction details of the proposed infiltration/filtration systems for City review/acceptance by
the City Engineer and include in construction plans. Construction details shall include
infiltration/filtration basin cross-section(s), construction sequencing/protection/restoration notes,
sizing/volume tables, details for stable inlets/outlets/emergency overflows, details for pre-
treatment, unobstructed inspection/maintenance access areas to inlets/outlets, soil amendment
criteria, live planting, seeding & permanent erosion-control details, etc., to ensure
infiltration/filtration practice is properly designed, constructed, planted, and adequately protected
during / after construction to prevent clogging, and able to be properly maintained (e.g.
unobstructed equipment access, etc.) to function as intended. These graphical details and notes
shall be prominently included in all applicable plan sheets {e.g. Erosion & Sediment Control Plan,
Grading Plan, Utility Plan, Landscape Plan, Details, etc.).

Prior to receiving city approval to permit land disturbing activity, the developer shall provide
detailed Soil Management Strategies for City review, and acceptance by the City Engineer, that
provide clear assurances that by final grading, prior to installation of any irrigation and plantings,
the disturbed areas that are to be revegetated will have protected and/or restored soil
permeability to non-compacted soil conditions in the top 12” of soil with greater than 5% soil
organic matter content and less than 200 psi of soil compaction in the top 12” of topsoil, to comply
with Volume Control requirements. These graphical details and notes on soil
protection/restoration shall be included in the Stormwater Management Plan and prominently
included in all applicable plan sheets (e.g. Erosion & Sediment Control Plan, Grading & Drainage
Plan, Landscape Plan, etc.).

Prior to receiving a Certificate of Occupancy for any affected construction, Soil Management
Strategy implementation documentation (e.g. representative on-site soil samples, compaction
testing and soil organic content test results) shall be provided to City Water Resources staff to
verify compliance with approved soil management strategy. City Water Resources staff shall be
notified, with 24-hour advance notice, for inspection during soil amendment process, prior to
installation of any irrigation, seeding or plant materials, to verify soil compliance. Plan sheet
notes/instructions on ali applicable plan sheets shall be provided.

During infiltration system area over-excavation/sub-soil work, the developer shall ensure that a
Certified Soil Scientist will be present to verify and document that practice area sub-soils are
suitable for a saturated condition infiltration rate of 0.8-inch per hour or greater (but less than 8.0-
inch per hour). If the sub-soil infiltration rates are less than 0.8- inch per hour (or greater than 8.0-
inch per hour), the developer shall immediately notify the City Engineer. Documentation shall be
provided to the City within 48-hours after infiltration testing. The developer shall provide the City
Water Resources staff with 24- hour advance notice of the occurrence of infiltration verifications
and also prior to any excavation and/or soil backfilling within the infiltration practices (City Water
Resources staff contact/instructions shall be clearly/prominently listed on appropriate plan
sheets).

Prior to proceeding with land disturbing activity, the developer shall enter into a long- term
stormwater management system maintenance agreement with the City, detailing the inspection
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and maintenance required to occur to ensure proper operation and performance of the
permanent stormwater management system, in a form acceptable to the City Attorney.

17. Before the city returns any Stormwater-related Performance Guarantee Fees on the development
site, the developer shall provide the City Engineer as-built plans that demonstrate that all
constructed stormwater conveyance structures, stormwater management facilities (pre-
treatment, infiltration practices, etc.), and soil management strategies conform to design and/or
construction plans, as approved by the City. As-built volumes (for retention) shall be provided for
the infiltration practices. The developer shall submit to the City Engineer certification that the
stormwater management facilities have been installed in accord with the plans and specifications
approved. This certification shall be provided by a Professional Engineer licensed in the State of
Minnesota.

18. The Developer should provide conservation easements, in a form acceptable to Water Resources
and the City Attorney, over the buffer areas of Wetlands A, B, C, F, G, H, | and J, as identified in the
wetland delineation map submitted to the City with this application.

19. The developer shall provide a design to support broadband and fiber optic telecommunications
networks. The developer shall provide a plan to be approved by staff including development-
owned vault(s) at an entry point(s) to the premises and a conduit system to provide fiber optic to
all buildings in the development. The conduit system shall utilize a multi-partitioned inner duct
system, or other comparable means, to accommodate multiple fiber optic service providers in the
future.

20. The developer shall dedicate the public right-of-way, and any temporary construction easements,
necessary for the construction of the extension of Northwest Parkway, in accordance with City
engineering standards for width and curvature.

21. The developer shall be responsible for all relevant mitigation strategies mcluded within the
Mitigation Plan dated May 27, 2016, associated with the Final Alternative Urban Area-wide Review
(AUAR) for the Minnesota Vikings Headquarters and Mixed Use Development in accordance with
the City’s determination of responsibility. The developer shall contribute $4000/net developable
acre into an escrow fund to address their responsible cost of transportation improvements
included in said mitigation strategies. The developer shall enter into an escrow agreement in a
form acceptable to the City Attorney and provide the required deposit prior to Final Subdivision
approval/release of the plat for recording. Any unused amount will be returned to the payers
within 10 years of full development of the properties within the study area.

22. The developer shall provide cross parking easements and a comprehensive parking/special events
agreement in a form acceptable to the City Attorney. Such agreement shall include a requirement
that the developer participate financially in the traffic management strategies necessary to
accommodate future events within the development, including events at the stadium and practice
facility.

23. The developer shall provide hydrant spacing and locations in accordance with City Fire
Department and Public Works standards.

24. The developer shall enter into a park and trail agreement per the Parks and Open Space Plan and
the Sidewalk and Trails Plan (Plan Sheets L200 and L100), in a form acceptable to the City Attorney,
to ensure that the dedication of park and trails is completed as the development proceeds in
further phases.

Councilmember Bakken moved, Councilmember Fields seconded the motion to accept the Feasibility
Report for Project 1225 MV Eagan Ventures, LLC Streets and Utility Improvements. Aye: 5 Nay: 0
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The City Council welcomed the Vikings organization and noted their excitement for the development,
and the impact to the community and revitalization in the northeast corner of Eagan.

LEGISLATIVE / INTERGOVERNMENTAL AFFAIRS UPDATE

There was no legislative/intergovernmental affairs update.

ADMINISTRATIVE AGENDA
There were no administrative agenda items to be heard.

VISITORS TO BE HEARD
Mayor Maguire noted it has been past practice and policy that during election years, from the opening
of the Council candidate filing period through the November election, the Visitors to be Heard segment
of the meeting shall occur for a period of time not to exceed ten minutes and will not be televised.
There were no visitors to be heard.

ADJOURNMENT

Councilmember Fields moved, Councilmember Hansen seconded a motion to adjourn the meeting at
8:39 p.m. Aye:5 Nay: 0
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Minnesota Department of Commerce
Division of Energy Resources
Information Request

Docket Number: G011, 002/C-17-305

Requested From: Amber Lee, MERC Date of Request: 4/26/2017
Type of Inquiry: Financial Response Due:  5/8/2017
Requested by: John Kundert

Attachment DOC 2B Public



[TRADE SECRET DATA BEGINS...

PUBLIC DOCUMENT - TRADE SECRET DATA HAS BEEN EXCISED

PHASE | DEVELOPMENT

I

Class

Class

Customer
Count

Customer
Count

Annual
Therms

Annual
Therms

MERC RATES XCEL RATES
Distribution Cost Customer Total Annual Distribution Cost Customer Total Annual
Charge of Gas Charge Revenue Charge of Gas Charge Revenue

Distribution
Charge

Cost Customer Total Annual
of Gas Charge Revenue

Distribution
Charge

Cost
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Customer Total Annual
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REMAINING DEVELOPMENT PHASES
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Customer
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Annual
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Annual
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Annual
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Annual
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Annual
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Annual
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MERC RATES XCEL RATES
Distribution Cost Customer Total Annual Distribution Cost Customer Total Annual
Charge of Gas Charge Revenue Charge of Gas Charge Revenue

Distribution
Charge

Distribution
Charge

Distribution
Charge

Distribution
Charge

Distribution
Charge

Cost Customer Total Annual
of Gas Charge Revenue

Cost Customer Total Annual
of Gas Charge Revenue

Cost Customer Total Annual
of Gas Charge Revenue

Cost Customer Total Annual
of Gas Charge Revenue

Cost Customer Total Annual
of Gas Charge Revenue

Distribution
Charge

Distribution
Charge

Distribution
Charge

Distribution
Charge

Distribution
Charge

Cost
of Gas

Cost
of Gas

Cost
of Gas

Cost
of Gas

Cost
of Gas

Customer Total Annual
Charge Revenue

Customer Total Annual
Charge Revenue

Customer Total Annual
Charge Revenue

Customer Total Annual
Charge Revenue

Customer Total Annual
Charge Revenue

..TRADE SECRET DATA ENDS]

0.65 0.59
0.7758 0.2242
0.50427 0.132278
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Minnesota Department of Commerce
Division of Energy Resources
Information Request

Docket Number: G011, 002/C-17-305 CINonpublic X Public
Requested From: Amber Lee, MERC Date of Request: 4/26/2017
Type of Inquiry: Financial Response Due: 5/8/2017
Requested by: John Kundert

Email Address(es):  john.kundert@state.mn.us

Phone

Number(s): 651-539-1740

Request Number: 3

Topic: NA
Reference(s): Complaint, page 6, point 16
Request:

a. Provide any and all analyses that estimate the costs and revenues MERC forecasts it
would incur/receive from the Proposed Development if it were to continue to provide
natural gas distribution service beginning August 1, 2017. Please provide electronic
copies with all links and formulas intact.

b. Provide any and all analyses that estimate the costs and revenue MERC forecasts Xcel

Gas would incur/receive from the Proposed Development if Xcel Gas were to provide
service to the Proposed Development effective August 1, 2017. Please provide electronic
copies with all links and formulas intact.

MERC Response:

A.

As shown in Attachment DOC 2, MERC estimates that it would receive approximately [TRADE
SECRET DATA BEGINS... ...TRADE SECRET DATA ENDS] in revenues annually from
service to the proposed development. As noted in MERC’s Response to DOC IR 2, that
projected revenue does not include the growth that will occur ancillary to the Planned
Development, nor does it include the revenue that would be lost if Xcel is allowed to extend its
system to customers currently on MERC’s system.

Importantly, MERC would incur little to no costs to serve the projected load. As noted in
MERC'’s response to DOC IR 2, MERC has significant distribution assets in the ground that are
available and adequate to serve the entire projected load associated with the Planned
Development. MERC'’s infrastructure is also sufficiently sized to accommodate the required
increase in capacity to serve the incremental growth. As can be seen in Attachment DOC 3,

To be completed by responder

Response Date: 5/8/2017

Response by: Seth DeMerritt

Email Address: ssdemerritt@integrysgroup.com
Phone Number: (920) 433-2926
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Minnesota Department of Commerce
Division of Energy Resources
Information Request
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Phone Number(s): 651-539-1740

the Town Border Station (“TBS”) that will serve the Planned Development is not constrained
and there is adequate capacity available to support up to four-times the incremental load
MERC is projecting for the 200-acre project. Even more importantly, MERC would incur no
additional cost to secure the necessary incremental capacity because MERC can reallocate a
portion of its Rochester capacity to this Eagan TBS on a secondary basis under MERC’s
Purchase Agreement with Northern Natural Gas, which was approved by the Minnesota Public
Utilities Commission on May 5, 2017. See Docket No. GO11/M-15-895. The annual value of
the capacity MERC would reallocate to meet its peak-day and reserve requirements for the
projected load is approximately [TRADE SECRET DATA BEGINS... ...TRADE SECRET
DATA ENDS]. See Attachment DOC 3.

B. Although MERC is unfamiliar with Xcel’s tariffed rate classes, MERC has assumed for
purposes of this response that the projected load would be served as large commercial, firm.
As can be seen from Attachment B, the Vikings will incur higher costs if it takes service from
Xcel for the two buildings associated with Phase | currently under construction. In fact, the
Vikings will incur higher costs for the proposed development overall if they take service from
Xcel instead of MERC. Overall, when considering all charges, including the cost of gas,
MERC’s rates are approximately ten percent lower than Xcel’s for the entire projected load,
and the same is true for the rates associated with Phase | of the Planned Development.

To be completed by responder
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Request Number: 4

Topic: NA
Reference(s): Complaint, page 6, points 14 and 15
Request:

a. Provide an estimate of MERC'’s stranded costs if Xcel Gas is allowed to serve the Proposed
Development. Please provide electronic copies with all links and formulas intact.

b. Provide an estimate of the effect of those potential stranded costs on MERC’s 2017
revenue requirement. Please provide electronic copies with all links and formulas intact.

MERC Response:

a. For a complete discussion of the [TRADE SECRET DATA BEGINS... ...TRADE SECRET
DATA ENDS] feet of MERC piping that will be underutilized if MERC does not serve the
Planned Development, please see MERC Response to OAG 2 provided on May 3, 2017.
As noted in MERC’s Response to DOC IR 3, MERC will also lose the opportunity to
reallocate a portion of its available capacity to serve the projected load.

b. See MERC Response to OAG 2, provided on May 3, 2017.

To be completed by responder
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Request Number: 5

Topic:

NA

Reference(s): Compilaint, page 10

Request:

Please provide an estimate of the number of large industrial customers that MERC
believes it could lose to other gas utilities if the First in the Field criterion is invalidated.
Provide an estimate of MERC’s potential stranded costs for those customers for the
following three scenarios:

i.  One third of the customers are served by other utilities;

ii. Two-thirds of the customers are served by other utilities;
iii.  All of the customers are served by other utilities.

Please provide electronic copies of the analyses with all links and formulas intact.

MERC Response:

a.

MERC has reviewed its system to identify the large industrial customers that it could lose
to other natural gas providers if the First in the Field doctrine were invalidated. For the
most part, MERC has identified the large commercial loads that are located on the edge of
territories that are competitive with other natural gas providers. Upon initial review, MERC
has identified approximately [TRADE SECRET DATA BEGINS... ..TRADE SECRET DATA
ENDS] customers that could be subject to immediate poaching. See Attachment DOC 5.

In total, MERC receives approximately [TRADE SECRET DATA BEGINS... ...TRADE
SECRET DATA ENDS] million in annual margin revenue from the customers identified in
Attachment DOC 5, which equates to [TRADE SECRET DATA BEGINS..
...TRADE SECRET DATA ENDS] rate increase approved in MERC’s last rate case. See

To be completed by responder
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Docket No. GO11/GR-15-736. In addition to this loss of revenue, MERC would also incur
stranded costs associated with the piping currently used to serve these customers that
would be underutilized or unused if the Commission were to allow customer poaching.
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Request Number: 6

Topic:

NA

Reference(s): Complaint, page 10 - MERC references the potential for duplication of

facilities.

Request:

a.
b.

Has the Company estimated the costs associated with that duplication?
Does MERC'’s parent company have any experience with this type of issue in the other
jurisdictions where it provides natural gas service?

MERC Response

a.

Until MERC knows definitively the services Xcel will need to install to reach and serve the
Planned Development, MERC estimates that Xcel will need to install piping along the
perimeter of the 200-acre project area, similar to MERC’s existing piping. See MERC
Response to OAG IR 2, provided May 3, 2017. MERC values the current cost to construct that
piping at [TRADE SECRET DATA BEGINS... ...TRADE SECRET DATA ENDS]. In
addition, MERC anticipates Xcel will need to bore a new high pressure feed under Interstate
494 to supply natural gas to the project, and MERC roughly estimates that installation will
cost at least [TRADE SECRET DATA BEGINS... ...TRADE SECRET DATA ENDS],
assuming the material is six-inch main or larger.

WEC Energy Group also provides natural gas distribution service in Wisconsin, Michigan, and
lllinois. Recognizing the complications that arise when one utility competes for customers
within another utility’s service territory, these states have established specific procedures and
criteria that a natural gas utility must abide by and meet in order to provide natural gas
service to a customer located in an area served by another utility:

To be completed by responder
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Wisconsin: Under Wisconsin law, the Public Service Commission of Wisconsin (“PSCW”) may
not grant another person a permit, license or franchise for the delivery of natural gas if
another utility already has a permit to provide natural gas in that municipality unless that
person obtains approval from the PSCW after a public hearing, that public convenience and
necessity require the delivery of service by that person. The PSCW may not grant approval
unless a certificate has been granted under Wis. Stat. 196.49(1) and all the following apply:

1. The natural gas public utilities enter into a territorial agreement regarding areas to
be served by each utility in the municipality.

2. The area to be served by the additional natural gas public utility is adjacent to a
municipality the additional natural gas public utility is already authorized to serve.

3. The additional natural gas public utility will provide service only to a limited number
of customers in the municipality.

Michigan: Exclusive franchises are not awarded in Michigan. Generally the utility in the area
first is given priority. If another utility seeks to serve a new customer in the disputed area,
they are required to file an application with the Michigan Public Service Commission under Act
69 giving notice to the first priority utility. The utilities then generally work out the details
based upon whose lines are closest to the customer, but if a dispute arises the Commission
will decide who will be granted the right to serve. This insures that there will not be a
duplication of service, facilities, crossing of service lines, mains, etc.

lllinois: lllinois utilities have exclusive certificated service areas that are a product of lllinois
Commerce Commission orders, State law, and franchise agreements with municipalities.
Also, a judicial first-in-the-field doctrine addresses service in that certificated area or new
customers in an adjacent area. A utility may file a petition to serve a customer located in
another utility’s service territory, but the judicial first-in-the-field doctrine protects the
incumbent utility’s right to serve that customer; however, if the incumbent does not oppose
the petition, the Commission may authorize another utility to serve a customer or customers
within another utility’s service territory.

To be completed by responder
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OAG No. 1
State Of Minnesota
Office Of The Attorney General
Utility Information Request

In the Matter of the Formal Complaint and MPUC Docket No. G011, G-002/C-17-305
Petition for Relief by Minnesota Energy

Resources Corporation Against Northern

States Power Company d/b/a Xcel Energy for

Violations of Minn. Stat. § 216B.01 and

Commission Policy

By: Ryan Barlow Date of Request: April 21, 2017
Telephone:  651-757-1473 Due Date: May 3, 2017

Provide responses to all other parties’ information requests (formal and informal) and to OAG
information requests by email to the following email address: utilityinfo@ag.state.mn.us. ltems
that cannot be sent via email may be mailed to the attention of Rachael Bernardini at the
following address: 445 Minnesota Street, Suite 1400, St. Paul, MN 55101.

MERC Response:

MERC will provide responses to all parties’ information requests (formal and informal) to OAG.

Response by: Amber L ee
Title: MERC Regulatory and Legislative Affairs
Telephone: (651) 322-8965
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OAG No. 2
State Of Minnesota
Office Of The Attorney General
Utility Information Request

In the Matter of the Formal Complaint and MPUC Docket No. G011, G-002/C-17-305
Petition for Relief by Minnesota Energy

Resources Corporation Against Northern

States Power Company d/b/a Xcel Energy for

Violations of Minn. Stat. § 216B.01 and

Commission Policy

By: Ryan Barlow Date of Request: April 21, 2017
Telephone:  651-757-1473 Due Date: May 3, 2017

Reference: MERC’s Complaint

Identify MERC’s existing infrastructure that would be abandoned or not fully utilized if Xcel is
permitted to provide service to the Proposed Development, including the total cost to construct
the infrastructure, the current rate base amounts, the date on which they were installed, and the
amount in dollars that have been paid by MERC’s customers as a result of the infrastructure in
question.

MERC Response:

The Proposed Development involves the redevelopment of a 200-acre parcel located along the
northern edge of the City of Eagan, south of Interstate 494 and east of State Highway 149 (aka
Dodd Road). As part of its current service to the Proposed Development parcel, in July 2016
MERC abandoned approximately 2,900 feet of piping located entirely within the proposed
development to facilitate the construction of Phase | of the redevelopment. See MERC Response
to OAG 4.

Separate from that abandonment, MERC has extensive infrastructure in place within the City of
Eagan that is available and adequate to support the projected load without infrastructure
upgrades. See Attachment OAG 2, MERC Facilities at Proposed Development. In total, MERC
has over 68,000 feet of pipe within two miles of the parcel and if MERC continues to serve the
Proposed Development natural gas will flow through these miles of pipe to reach the parcel from
the natural gas feed. This part of MERC’s system in Eagan operates at a Maximum Allowable
Operating Pressure (“MAQOP”) of 50 psig. In addition, this spring MERC will add approximately
7,700 feet of eight-inch steel pipe (operating at MAOP of 90 psig) to maintain the overall 50 psig
MAOP for this area of MERC’s Eagan system. If MERC is not allowed to serve, all of these
pipes will be underutilized, as explained more fully below.

Parcel Perimeter Piping

MERC currently has existing infrastructure around the entire perimeter of the Proposed
Development. See Attachment OAG 2, MERC Feeder and Perimeter Piping. In total, that
piping is 14,092 feet and consists of mostly four- and six-inch piping (all polyethylene or “PE”)



that was installed between 1986 and 2016. The breakout of size and length is shown in the Table
below:

Table 1: Size and Length of MERC’s Distribution Main
along Proposed Development Perimeter

Pipe Size Length
6-inch main (PE) 4,270 feet
4-inch main (PE) 8,746 feet
3-inch main (PE 757 feet
2-inch main (PE) 319 feet
Total 14,092 feet

The total cost to construct these 14,092 feet of facilities, present-day in 2017, would be
approximately [TRADE SECRET DATA BEGINS... ...TRADE SECERT DATA
ENDS]. This entire length of perimeter piping is sufficient to serve the projected load and
therefore will be underutilized if MERC does not serve the proposed development.

Of this 14,092 feet of perimeter piping, approximately 4,956 feet are located along O’Neill Road
on the northern edge of the parcel between Lone Oak Parkway and Ames Crossing. This piping
along O’Neil Road will not directly serve load if MERC does not serve this customer, and this
piping will essentially be rendered unused except to the extent that it supports MERC’s system
reliability.

DRS to Parcel Distribution Feeder Piping

In addition to the piping that runs along the perimeter, the natural gas to serve the proposed
development will run through approximately 54,000 feet of piping from the District Regulator
Station (“DRS”) located approximately two miles southwest of the parcel. See Attachment OAG
2, MERC Feeder and Perimeter Piping. Again, MERC’s DRS and associated piping are
appropriately sized to serve the projected load and therefore this entire length of pipe will be
underutilized if MERC is not allowed to serve. The total cost to construct these facilities,
present-day, would be approximately [TRADE SECRET DATA BEGINS...
...TRADE SECERT DATA ENDS]. The breakout of the size and length of piping that make
up the 54,000 feet is set forth below.

Table 2: Size and Length of MERC’s Feeder Piping from DRS to Perimeter Piping

Size Type Length
6-inch main PE 31,111 feet
4-inch main PE 20,449 feet
3-inch main PE 1,157 feet
Total PE Feeder Pipe 52,717
8-inch main Wrapped Steel | 4,879 feet
6-inch main Wrapped Steel | 6,695 feet
4-inch main Wrapped Steel | 3,150 feet
2-inch main Wrapped Steel | 1,163 feet
Total Steel Feeder Pipe 15,887




Other Piping and Future Underutilization

MERC also has approximately 8,800 feet of ten-inch steel main that feeds the DRS from the
Town Border Station (“TBS”). Although this piping, which is sufficient to support the projected
load, could be considered underutilized if MERC does not continue to serve this parcel, MERC
has not included these assets in this response in an attempt to narrowly define the infrastructure
that will be underutilized.

Finally, MERC is implementing a system reliability project this spring that will benefit this area
of MERC’s system in Eagan, including service to the Proposed Development. In total, MERC
will construct approximately 7,700 feet of eight-inch wrapped steel piping from DRS 13 to a new
DRS (DRS 14) along Yankee Doodle Road. See Attachment OAG 2,MERC Feeder and
Perimeter Piping. DRS 14 will be constructed as part of this project. As a whole, this work will
allow MERC to continue to operate this part of its Eagan system at or below its Maximum
Allowable Operating Pressure (“MAOP”) of 50 psig. Though this work is necessary to support
system reliability in this area of Eagan, this line and DRS will be underutilized if it is not used to
support the Proposed Development load. The estimated cost to complete the eight-inch line and
DRS 14 is approximately [TRADE SECRET DATA BEGINS... ...TRADE
SECERT DATA ENDS].

Of course, if Xcel is allowed to serve this parcel, it’s footprint in the area will continue to grow
and more and more of MERC’s system will become underutilized as MERC’s load decreases.

Please see Attachment OAG 2 for a complete identification of the infrastructure that has been
abandoned or will not be fully utilized, including the total cost to construct, the current rate base
amounts, the date of install, and the accumulated depreciations MERC’s customers have paid for
this infrastructure. Attachment OAG 2 does not include the incremental O&M that our
customers have paid since the piping was installed beginning in 1958.

Response by Seth DeMerritt
Title MERC Requlatory Affairs
Telephone (920) 433-2926
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Petition for Relief by Minnesota Energy

Resources Corporation Against Northern

Sates Power Company d/b/a Xcel Energy for

Violations of Minn. Sat. 8§ 216B.01 and

Commission Policy

By: Ryan Barlow Date of Request: April 21, 2017
Telephone:  651-757-1473 Due Date: May 3, 2017

Attachment OAG 2
MERC Feeder and Perimeter Piping
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State Of Minnesota
Office Of The Attorney General
Utility Information Request

In the Matter of the Formal Complaint and MPUC Docket No. G011, G-002/C-17-305
Petition for Relief by Minnesota Energy

Resources Corporation Against Northern

Sates Power Company d/b/a Xcel Energy for

Violations of Minn. Sat. 8§ 216B.01 and

Commission Policy

By: Ryan Barlow Date of Request: April 21, 2017
Telephone:  651-757-1473 Due Date: May 3, 2017

Attachment OAG_2 Public



PUBLIC DOCUMENT -- TRADE SECRET DATA HAS BEEN EXCISED

[TRADE SECRET BEGINS...

2017 Original Annual Accumulated 2016
Value

Description Year Size/Type Length (ft) Approximate Costs Depreciation Depreciation Net Plant

Abandoned 1987 4" PE 2,898
Under Utilized - Perimeter Pipe 1985 3" PE 757
Under Utilized - Perimeter Pipe 1985 4" PE 326
Under Utilized - Perimeter Pipe 1986 2" PE 319
Under Utilized - Perimeter Pipe 1986 4" PE 2,468
Under Utilized - Perimeter Pipe 1987 4" PE 2,898
Under Utilized - Perimeter Pipe 1989 4" PE 678
Under Utilized - Perimeter Pipe 1996 4" PE 368
Under Utilized - Perimeter Pipe 1997 4" PE 2,008
Under Utilized - Perimeter Pipe 2016 6" PE 4,270
Under Utilized - Feeder Pipe 1958 2" WS 677
Under Utilized - Feeder Pipe 1959 6" WS 110
Under Utilized - Feeder Pipe 1960 2" WS 77
Under Utilized - Feeder Pipe 1961 4" WS 9
Under Utilized - Feeder Pipe 1961 6" WS 245
Under Utilized - Feeder Pipe 1961 8" WS 133
Under Utilized - Feeder Pipe 1968 4" WS 2,218
Under Utilized - Feeder Pipe 1968 6" WS 180
Under Utilized - Feeder Pipe 1970 2" WS 102
Under Utilized - Feeder Pipe 1970 4" WS 656
Under Utilized - Feeder Pipe 1972 4" WS 40
Under Utilized - Feeder Pipe 1972 6" WS 1,667
Under Utilized - Feeder Pipe 1979 2" WS 307
Under Utilized - Feeder Pipe 1981 4" PE 198
Under Utilized - Feeder Pipe 1981 6" WS 3,305
Under Utilized - Feeder Pipe 1981 8" WS 2,854
Under Utilized - Feeder Pipe 1986 4" PE 234
Under Utilized - Feeder Pipe 1986 8" WS 42
Under Utilized - Feeder Pipe 1987 3" PE 400
Under Utilized - Feeder Pipe 1987 4" PE 1,131
Under Utilized - Feeder Pipe 1989 4" PE 2,789
Under Utilized - Feeder Pipe 1990 4" PE 2323
Under Utilized - Feeder Pipe 1990 6" PE 7
Under Utilized - Feeder Pipe 1993 6" PE 381
Under Utilized - Feeder Pipe 1994 6" WS 1,164
Under Utilized - Feeder Pipe 1995 6" WS 19
Under Utilized - Feeder Pipe 1996 4" PE 16
Under Utilized - Feeder Pipe 1997 4" PE 1,786
Under Utilized - Feeder Pipe 1997 4" WS 227
Under Utilized - Feeder Pipe 1998 4" PE 82
Under Utilized - Feeder Pipe 1999 4" PE 425
Under Utilized - Feeder Pipe 1999 6" PE 3,792
Under Utilized - Feeder Pipe 2001 4" HPP 182
Under Utilized - Feeder Pipe 2001 4" PE 255
Under Utilized - Feeder Pipe 2001 6" HPP 347
Under Utilized - Feeder Pipe 2001 6" PE 4,942
Under Utilized - Feeder Pipe 2002 8" WS 228
Under Utilized - Feeder Pipe 2006 4" PE 410
Under Utilized - Feeder Pipe 2006 6" PE 4,903
Under Utilized - Feeder Pipe 2007 4" PE 484
Under Utilized - Feeder Pipe 2007 6" PE 3,709
Under Utilized - Feeder Pipe 2008 4" PE 876
Under Utilized - Feeder Pipe 2009 6" PE 32
Under Utilized - Feeder Pipe 2009 6" WS 5
Under Utilized - Feeder Pipe 2009 8" WS 1,622
Under Utilized - Feeder Pipe 2010 6" PE 14
Under Utilized - Feeder Pipe 2014 4" PE 512
Under Utilized - Feeder Pipe 2014 6" PE 7,722
Under Utilized - Feeder Pipe 2016 6" PE 992

71,821

Rate of Return 6.8842%
Gross Revenue Conversion Factor 1.703



Required Return
Revenue Requirement

*Handy Wittman data available at the time of performing this analysis was 2014 data. Therefore that data was used and an average annual growth rate
of 5.1% was used for 2015 and 2016, based upon yearly growth since 1958.
**These assets were assumed to be depreciated over a period of 48 years, which is the same assumption MERC uses in it's NAS filings.

***The actual costs of these assets at the time of installation were not available as MERC uses pooled asset accounting and the specifics do not exist.

...TRADE SECRET DATA ENDS]



Project Annualized Annualized Handy Wittman
less Project Growth to 2014

Year
2016
1958
1959
1960
1961
1968
1970
1972
1979
1981
1985
1986
1987
1989
1990
1993
1994
1995
1996
1997
1998
1999
2001
2002
2006
2007
2008
2009
2010
2014

Year
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014

-2
56
55
54
53
46
44
42
35
33
29
28
27
25
24
21
20
19
18
17
16
15
13
12

O &~ U1 O N

16.33
15.72
15.15
14.61
11.57
10.04
8.68
4.79
4.02
3.43
3.03
3.43
3.03
2.97
2.85
2.61
2.52
2.49
2.41
2.36
2.32
2.15
2.11
133
1.4
1.38
1.28
1.12
1

(0.05)
16.43
15.82
15.25
14.71
11.67
10.14
8.78
4.89
4.12
3.53
3.13
3.53
3.13
3.07
2.95
2.71
2.62
2.59
2.51
2.46
2.42
2.25
2.21
1.43
1.50
1.48
1.38
1.22
1.10

1958
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114

16.32978

0.05114



OAG No. 3
State Of Minnesota
Office Of The Attorney General
Utility Information Request

In the Matter of the Formal Complaint and MPUC Docket No. G011, G-002/C-17-305
Petition for Relief by Minnesota Energy

Resources Corporation Against Northern

States Power Company d/b/a Xcel Energy for

Violations of Minn. Stat. § 216B.01 and

Commission Policy

By: Ryan Barlow Date of Request: April 21, 2017
Telephone:  651-757-1473 Due Date: May 3, 2017

Reference: MERC’s Complaint, para. 15

Identify any law or rule that would require MERC’s existing ratepayers to “absorb the stranded
costs associated with [the] facilities” at issue.

MERC Response:

As a regulated utility, MERC has an obligation under Minn. Stat. § 216B.04 to “furnish safe,
adequate, efficient, and reasonable service” to its customers. When customers leave the system,
the fixed costs associated with the existing infrastructure necessary to provide such service are
borne by the remaining customers. In the ratemaking context, Minn. Stat. 8§ 216B.16, Subd. 6,
sets forth the principles pursuant to which the Commission sets rates, including the ability of a
utility to (1) meet its cost of furnishing service; and (2) earn a return on its investment:

The commission, in the exercise of its powers under this chapter to determine just
and reasonable rates for public utilities, shall give due consideration to the public
need for adequate, efficient, and reasonable service and to the need of the public
utility for revenue sufficient to enable it to meet the cost of furnishing the
service, including adequate provision for depreciation of its utility property used
and useful in rendering service to the public, and to earn a fair and reasonable
return upon the investment in such property. In determining the rate base upon
which the utility is to be allowed to earn a fair rate of return, the commission shall
give due consideration to evidence of the cost of the property when first devoted
to public use, to prudent acquisition cost to the public utility less appropriate
depreciation on each, to construction work in progress, to offsets in the nature of
capital provided by sources other than the investors, and to other expenses of a
capital nature. [Emphasis added.]

In this respect, the regulatory compact underlying public utility regulation in Minnesota ensures
that MERC is authorized to recover prudently incurred costs of providing service to its existing
customers — even though the composition of such customers and/or usage changes over time.
Put another way, as MERC adds customers, its costs to existing customers decrease. Here,
MERC has the potential to add over 1,000 customers without incurring new infrastructure costs.



MERC’s customers should have the benefit of increased usage of the infrastructure for which
they have paid, which will lower their costs overall.

Response by: Brian Meloy
Title: Counsel for MERC

Department: Stinson Leonard Street
Telephone: 612-335-1451




PUBLIC DOCUMENT - TRADE SECRET DATA HAS BEEN EXCISED

OAG No. 14
State Of Minnesota
Office Of The Attorney General
Utility Information Request

In the Matter of the Formal Complaint and MPUC Docket No. G011, G-002/C-17-305
Petition for Relief by Minnesota Energy

Resources Corporation Against Northern

States Power Company d/b/a Xcel Energy for

Violations of Minn. Stat. § 216B.01 and

Commission Policy

By: Ryan Barlow Date of Request: April 21, 2017
Telephone:  651-757-1473 Due Date: May 3, 2017

Reference: MERC’s Complaint

Provide more information about the line that was abandoned in August 2016, including the cost
of the line and any costs recovered from the line after it was abandoned.

MERC Response:

When MERC was asked to start service to the Proposed Development July 2016, Kraus-
Anderson instructed MERC to remove the line in the northeast corner to facilitate the planned
grading and construction work on the site. As a result, on July 29, 2016, MERC capped
approximately 2,900 feet of 4-inch polyethylene piping and that line has been taken out of
service. To construct that line today would cost approximately [TRADE SECRET DATA
BEGINS... ...TRADE SECRET DATA ENDS]. MERC recovered no costs after the
line was abandoned.

Please see Attachment OAG 4 for a listing of the year of installation, original value of the costs
based upon the 2017 cost indexed back to the year of installation, net plant (rate base) of the
indexed amount, and the 2016 Revenue Requirement for these assets.

Response by Seth DeMerritt

Title Project Specialist 3

Department Minnesota Energy Resources Corporation
Telephone (920) 433-2926




State Of Minnesota
Office Of The Attorney General
Utility Information Request

In the Matter of the Formal Complaint and MPUC Docket No. G011, G-002/C-17-305
Petition for Relief by Minnesota Energy

Resources Corporation Against Northern

Sates Power Company d/b/a Xcel Energy for

Violations of Minn. Sat. 8§ 216B.01 and

Commission Policy

By: Ryan Barlow Date of Request: April 21, 2017
Telephone:  651-757-1473 Due Date: May 3, 2017

Attachment OAG_4 Public



PUBLIC DOCUMENT -- TRADE SECRET DATA HAS BEEN EXCISED
[TRADE SECRET DATA BEGINS...

2017 Original Annual Accumulated 2016
Year Size/Type Length (ft) Approximate Costs Value Depreciation Depreciation Net Plant
1987 4" PE 2,898

1987 Meter Set I DN

Rate of Return 6.8842%
Gross Revenue Conversion Factor 1.703
Required Return

Revenue Requirement _

*Handy Wittman data available at the time of performing this analysis was 2014 data. Therefore that data was used and an average annual growth rate
of 5.1% was used for 2015 and 2016, based upon yearly growth since 1958.
**Distribution Lines were assumed to be depreciated over a period of 48 years, meter sets over 38 years.

***The actual costs of these assets at the time of installation were not available as MERC uses pooled asset accounting and the specifics do not exist.

..TRADE SECRET DATA ENDS]



Project Annualized Annualized Handy Wittman

Year
2016
1958
1959
1960
1961
1968
1970
1972
1979
1981
1985
1986
1987
1989
1990
1993
1994
1995
1996
1997
1998
1999
2001
2002
2006
2007
2008
2009
2010
2014

Year
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014
2014

less Project
-2
56
55
54
53
46
44
42
35
33
29
28
27
25
24
21
20
19
18
17
16
15
13
12

o b~ U1 OO N 0

Growth to 2014

16.33
15.72
15.15
14.61
11.57
10.04
8.68
4.79
4.02
3.43
3.03
3.43
3.03
2.97
2.85
2.61
2.52
2.49
2.41
2.36
2.32
2.15
2.11
133
14
1.38
1.28
1.12
1

(0.05)
16.43
15.82
15.25
14.71
11.67
10.14
8.78
4.89
4.12
3.53
3.13
3.53
3.13
3.07
2.95
2.71
2.62
2.59
2.51
2.46
2.42
2.25
2.21
1.43
1.50
1.48
1.38
1.22
1.10

1958
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114
1.05114

16.32978

0.05114



STATE OF MINNESOTA
BEFORE THE PUBLIC UTILITIESCOMMISSION

In the Matter of the Formal Complaint MPUC Docket No. G-011, G-002/C-17-305

and Petition for Relief by Minnesota
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Northern Sates Power Company d/b/a
Xcel Energy for Violations of Minn.
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Exhibit C

Xcel Responsesto DOC, OAG,
and MERC Information Requests
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Exhibit D

1974 L etter and M emorandum of
Agreement
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THE 1974 MEM ORANDUM OF AGREEMENT
CONTAINS TRADE SECRET INFORMATION. IT IS
OMITTED FROM THE PUBLIC VERSION OF THE
FILING BUT INCLUDED IN THE NONPUBLIC
VERSION IN ITSENTIRETY
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