85 7TH PLACE EAST, SUITE 500

MINNESOTA DEPARTMENT OF SAINT PAUL, MINNESOTA 55101-2198

COMMERCE

April 3, 2015

Daniel P. Wolf

Executive Secretary

Minnesota Public Utilities Commission
121 7th Place East, Suite 350

St. Paul, Minnesota 55101-2147

MN.GOV/COMMERCE
6515391500 FAX: 651.539.1547
AN EQUAL OPPORTUNITY EMPLOYER

RE:  Response Comments of the Minnesota Department of Commerce, Division of Energy

Resources
Docket No. GO11/M-14-660

Dear Mr. Wolf:

The Minnesota Department of Commerce, Division of Energy Resources (Department)

provides the following Response Comments with regards to the following matter:

Request (Petition) by Minnesota Energy Resources Corporation (MERC or the

Company) for approval by the Minnesota Public Utilities Commission (Commission) of
changes in demand entitlements for its Northern Natural Gas (Northern or NNG)

Transmission System (14-660) Purchased Gas Adjustment (PGA), effective
November 1, 2014.

The filings were submitted on August 1, 2014 and updated on November 3, 2014. On
December 8, 2014 the Department filed its Comments recommending that the Commission:

accept MERC-NNG’s peak-day analysis with the caveat that the Department
cannot fully verify the results of MERC’s analysis;

approve MERC-NNG’s proposed level of demand entitlement and proposed
recovery of associated demand costs effective November 1, 2014, contingent on
the Company providing in its reply comments clarification on its petition.

The Department requested that MERC in Reply Comments:

indicate whether all of the contracted demand volumes on the NNG pipeline are
used to serve the firm customers who are charged for these costs;

provide additional details and clarification regarding the pipeline rates for NNG;
and

explain why the changes in contracts 112561 and 112486 and associated
entitlement amounts and associated increase in costs are reasonable.

Additionally, the Department requested that MERC supplement its November PGA filing in
Docket No. GO11/AA-14-940 with the relevant Federal Energy Regulatory Commission
(FERC) pipeline tariff sheets and associated details/clarifications for the NNG rates.
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On December 18, 2014, MERC filed a response to the Department’s requests.

Regarding the first request in reference to contracted demand volumes, MERC stated the
following in its Reply Comments:

MERC only contracts for firm capacity to serve MERC firm
customers based upon the design day plus a reasonable
reserve margin. The contracted demand volumes on the NNG
pipeline are used to serve the firm load and the interruptible
customers as the margin allows, but only the firm load is used
to determine our contract capacity needs.

The Department appreciates MERC's explanation and agrees with MERC’s approach in only
using the firm load to determine the contracted interstate pipeline capacity needs.

Regarding the second request to provide additional details and clarification on the pipeline
rates for NNG, MERC stated the following in its Reply Comments:

...The NNG TF Service tariff (MERC Contract 112495) has a
different rate during the summer and the winter. The summer
rate (April through October) is $5.6830. ... During the winter,
NNG has three different rates for TF Service, a Base Rate of
$10.2300, a Variable Rate of $13.8660 and a Winter Rate of
$15.1530. ... Based on how the contract is used determines
the volumes that fall under the Base and Variable rates.
Because the Demand Entitlement filing period is effective
November 1, 2014, the rates that were used for NNG are based
on the average of NNG tariff rates, as mentioned above. MERC
also has a discount on 5,200 Dth/day annual capacity on
contract number 112495 during the winter months.

MERC provided a similar explanation for the changes in NNG’s TFX pipeline service.
Additionally, MERC stated that it supplemented its November 2014 PGA filing in Docket No.
GO011/AA-14-940 with the relevant NNG pipeline FERC tariff sheets and associated details
for the changes in NNG rates. The Department appreciates MERC'’s clarifications regarding
the NNG pipeline rates.!

Regarding the third request to provide explanation for the changes in contracts 112561 and
112486, associated entitlement amounts and associated increase in costs; MERC stated
the following in its Reply Comments:

1 The Department notes that in Attachment 12 of its Petition, for TF 12B (max rate) pipeline service October
PGA costs are approximately $3,966,337 whereas in its October PGA filing in Docket No. GO11/AA-14-830,
MERC shows costs of approximately $3,964,789 resulting in a difference of $1, 548. MERC'’s Attachment 12
is utilized to show the change in costs (from October to November) due to the changes resulting from the
Demand Entitlement Petition. The difference is immaterial.
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Contract 112561 was a 6,000 Dth/day discount contract that
could only be utilized when the average temperature was -3 or
below, and which had a termination date of effective April 1,
2014. NNG was no longer willing to sell this capacity to MERC
at a discount and under the temperature restriction and only
would sell it to MERC at maximum tariff rates. This capacity has
a delivery point of Rochester 1B, where MERC needs the
capacity to meet a system-wide design day. Therefore, MERC
agreed to keep the capacity for the winter months (November
through March) through March 31, 2017. Since this became a
maximum tariff rate contract, MERC requested NNG combine
the 6,000 Dth/day capacity into MERC’s contract 112486 to
minimize the number of contracts MERC needs to administer.

MERC’s decision to keep the 6,000 dekatherm (Dth) /day winter capacity appears
reasonable considering the delivery point of Rochester? and to meet the system-wide design
day.

The Department continues to make the same recommendations as in its December 8, 2014
Comments stated above, namely:

e accept MERC-NNG'’s peak-day analysis with the caveat that the Department
cannot fully verify the results of MERC’s analysis; and

e approve MERC-NNG’s proposed level of demand entitlement and proposed
recovery of associated demand costs effective November 1, 2014.

The Department is available to answer any questions that the Commission may have.

Sincerely,

/s/ SACHIN SHAH
Rates Analyst

SS/It

2 |In Docket No. GO11/M-13-670, MERC had stated that it was expecting significant growth in Rochester. See
January 13, 2014 Response Comments of the Department.
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