
 

 

 MICHAEL J. AHERN 
Partner 

(612) 340-2881 
FAX (612) 340-2643 

ahern.michael@dorsey.com 

August 4, 2014 

Burl W. Haar 
Executive Secretary 
Minnesota Public Utilities Commission 
Metro Square – Suite 350 
212 7th Place East 
St. Paul, MN  55101-2147 

 

 

Re: Responses to Questions of the Office of the Attorney General – Antitrust and 
Utilities Division 
 
In the Matter of a Request for Approval of the Asset Purchase & Sale Agreement 
Between Interstate Power and Light Company and Minnesota Energy Resources 
Corporation, Docket No. G001,G011/PA-14-107 
 

Dear Dr. Haar: 

Enclosed for filing with the Minnesota Public Utilities Commission (“Commission”), 
please find Interstate Power and Light Company (“IPL”) and Minnesota Energy Resources 
Corporation’s (“MERC”) Responses to the Questions of the Office of the Attorney General – 
Antitrust and Utilities Division (“OAG”) dated July 7, 2014.  Attachments A, B, and C are also 
being submitted in MS Excel format.   

Copies of this filing have been served on the Minnesota Department of Commerce, 
Division of Energy Resources, the Office of the Attorney General-Antitrust & Utilities Division, 
and the attached service list. 

Please contact me at (612) 340-2881 if there are any questions regarding this filing. 

Sincerely yours, 

/s/ Michael J. Ahern 

      Michael J. Ahern 

Enclosures 
 
cc: Service List  
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IN THE MATTER OF A REQUEST FOR 
APPROVAL OF THE ASSET 
PURCHASE AND SALE AGREEMENT 
BETWEEN INTERSTATE POWER 
AND LIGHT COMPANY AND 
MINNESOTA ENERGY RESOURCES 
CORPORATION 
 

 
 
 
 
DOCKET NO. G001,G011/PA-14-107 
 
 
 

 
RESPONSE TO COMMISSION ADDITIONAL QUESTIONS FOR JOINT 

PETITIONERS 

On June 30, 2014, the Minnesota Public Utilities Commission (the Commission) 

issued an Order Requiring Additional Record Development in this docket. The Order 

required that Interstate Power and Light Company (IPL) and Minnesota Energy 

Resources Corporation (MERC) (collectively Joint Petitioners) file comments 

responding to any additional questions posed by the Commission, the Minnesota 

Department of Commerce, Division of Energy Resources (the Department), the 

Minnesota Office of the Attorney General – Antitrust and Utilities Division (the OAG), or 

any other interested person.   

On July 7, 2014, the OAG submitted Additional Questions for Joint Petitioners.  

Joint Petitioners submit these comments (Comments) in response to those Additional 

Questions.  
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1. Calculate new rates for all classes of IPL customers based upon IPL’s 
current costs of providing service. Produce all financial information 
necessary to substantiate the new rates. 

 IPL has calculated new rates for its current classes of customers using a 

preliminary estimate of revenue requirements based on a 2013 historical test year using 

actual financial results with pro-forma adjustments for former manufactured gas plant 

(FMGP) costs, rate case expenses, and weather normalization for the IPL-Minnesota 

Gas jurisdiction.  IPL does not currently have information available to calculate revenue 

requirements for the IPL-Minnesota Gas jurisdiction for a 2014 projected test year or the 

information necessary to perform a class cost of service study.   

 Attachment A to these Comments provides the calculation of the new therm 

charges using the 2013 historical revenue requirements with pro-forma adjustments and 

assuming a return on equity of 9.70 percent.1  Attachment A also provides supporting 

financial information for the calculation of these rates, including an overall financial 

summary, income statement and revenue requirements, rate base calculation, and cost 

of capital structure used to determine the new therm charges. IPL has not calculated the 

travel and entertainment expense as that is typically required only for a rate case. 

However, IPL would not expect that data to materially affect its revenue requirement 

analysis.   

2. Based upon the information provided in response to question one, provide 
an alternate rate for IPL customers after removing the deferred tax assets.   

Joint Petitioners have addressed this request in their Reply Comments filed May 

9, 2014, at pp. 27-32. In addition, the Department has agreed with Joint Petitioners’ 

                                                 
1 The calculations and data in Attachment A were previously provided in response to Department of 
Commerce Information Request No. 5.  These responses were also previously provided to the OAG in 
response to OAG Information Request Number 100.   
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position that no adjustments should be made to the proposed sale of assets on account 

of deferred taxes.  See Supplemental Reply Comments of the Minnesota Department of 

Commerce, Division of Energy Resources, filed June 12, 2014, at pp. 8-9. 

Attachment B to these Comments provides the calculation of the new therm 

charges provided in response to Question 1 above, with the accumulated deferred taxes 

removed from rate base.2  However, the OAG’s recommendation to create a direct 

refund of IPL’s deferred taxes in future rates would likely violate the tax normalization 

rules resulting in the loss of MERC’s ability to claim accelerated tax depreciation in the 

future.  This would result in significant detriment to MERC ratepayers.   

Additionally, offsetting the tax consequence of the sale (i.e., IPL’s having to 

recognize and pay its deferred tax liabilities), MERC will be allowed an offsetting step up 

in the tax basis of the acquired assets, and will be allowed to restart tax depreciation on 

the total tax basis in acquired assets.  Beginning in the year of sale, MERC will be 

entitled to greater accelerated tax depreciation deductions than IPL would have 

otherwise been entitled to apply.  This will result in MERC rebuilding the balance of 

deferred taxes associated to the acquired assets in future years.  Therefore, the impact 

on customers of resetting deferred taxes is temporary, and the present value to 

customers that would be associated with the reset of deferred taxes and rate base in 

the year of sale would be significantly less than the IPL’s current balance of deferred tax 

of approximately $2.7 million.   

 

                                                 
2 The amount of accumulated deferred taxes for IPL’s utility assets allocated to Minnesota Gas customers 
is approximately $2,561,347. See IPL Response to Department of Commerce Information Request No. 5, 
included as Attachment D to these Comments. 
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3. Calculate new rates for all classes of MERC’s customers. In performing the 
calculations, assume that IPL’s customers have been integrated into 
MERC’s system and account for any IPL assets that would be acquired in 
the proposed transaction. Provide all financial information necessary to 
substantiate the new rate. 

 Attachment C to these Comments provides an update to MERC’s revenue 

deficiency and overall rate increase as proposed in MERC’s rebuttal position in MERC’s 

current rate case, Docket No. G-011/GR-13-617, based on IPL’s operating expenses 

and rate base.  MERC’s rebuttal position revenue deficiency is $12,159,454.  The 

revenue deficiency including IPL’s operating expenses and rate base is $13,148,338.  It 

should be noted that this is a simplified analysis of hypothetical new rates based on 

available information.  This calculation also removes the accumulated deferred taxes 

from rate base, as IPL will have to pay these deferred taxes to the applicable taxing 

authorities in the year of the sale, resetting the deferred tax balance.3   

 The overall proposed final rate increase in MERC’s pending rate case, based on 

MERC’s rebuttal position, is 4.08%.  The overall increase with incorporation of IPL 

customers, based on incorporation of IPL’s operating expenses and rate base, would be 

4.23%.4  Under this analysis, if IPL customers are transitioned to MERC’s proposed 

final rates upon approval of the proposed Transaction, MERC would under-recover in 

the amount of $466,048.   

 

 

                                                 
3 The amount of accumulated deferred taxes for IPL’s utility assets allocated to Minnesota Gas customers 
is approximately $2,561,347. See IPL Response to Department of Commerce Information Request No. 5, 
included as Attachment D to these Comments. 
4 The analysis for incorporation of IPL into MERC’s proposed final rates is based on available information 
regarding IPL’s operating expenses and rate base.   
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4. Separately identify any and all differences between the rates calculated in 
questions one, two, and three. Specifically describe the reason for each 
difference. 

 Below and attached to these Comments as Attachment E is a comparison of the 

rates calculated in response to Questions 1, 2, and 3 above.  Question 1 provides a 

calculation of updated rates for IPL, Question 2 provides a calculation of alternative 

rates after removing deferred taxes from rate base, and Question 3 provides a 

calculation of MERC rates with IPL rate base and operating expenses.  See the 

responses to Questions 1, 2, and 3 above for additional details regarding these 

calculations.  

 

5. Provide the following information in regards to former manufactured gas 
plant remediation: 

a. Identify the Commission’s legal authority concerning former 
manufactured gas plant remediation that is performed by IPL if IPL 
no longer a public utility. Specifically, identify the Commission’s 
regulatory authority in the event that IPL fails to properly remediate 
the FMGP sites at Albert Lea, Fairmont, and Owatonna; additionally, 
identify the Commission’s regulatory authority to oversee 
remediation performed by IPL. 

The Minnesota Pollution Control Agency (MPCA), not the Commission, has 

authority with respect to remediation of the FMGP sites, including enforcement authority 

in the event IPL fails to properly remediate the FMGP sites at Albert Lea, Fairmont, New 

Customer Distribution Customer Distribution Customer Distribution
Charge Charge Charge Charge Charge Charge

Residential 5.00$                         0.26524                     5.00$             0.28802              9.50$                         0.23560                   
Commercial 5.00$                         0.26524                     5.00$             0.28802              18.00$                       0.20141                   
Interruptible 14.00$                      0.06199 14.00$           0.06731 165.00$                     0.09082
Transport 200.00$                    0.06197 200.00$         0.06730 275.00$                     0.09082

*The rates used for MERC rates is MERC's rebuttal position for Residential, General Service Small C&I,

Small Volume Interruptible, and Small Volume Interruptible Transport.

Response to OAG Question 1 Response to OAG Question 3Response to OAG Question 2
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Ulm, Owatonna, or Rochester.  The MPCA will continue to have authority over the 

FMGP remediation performed by IPL when IPL is no longer a Minnesota public utility.   

Any future cleanup and related costs for the Minnesota FMGP sites other than 

the Austin FMGP site will remain the responsibility of IPL.  The MPCA will continue to 

have authority over the remediation efforts and required remediation measures at those 

sites.  All possible investigation and remediation activities have been completed for all 

sites other than the Austin site.  New Ulm, Albert Lea, and Owatonna are expected to 

receive site closure from the MPCA in 2014, 2015, and 2016, respectively. Rochester 

and Fairmont have already received site closure from the MPCA. 

b. Describe how the Petitioners will comply with the Commission’s 
FMGP reporting requirements for those FMGP remediation costs that 
would not be transferred to MERC under the proposal. 

 IPL will continue to meet its reporting requirements under Docket No. G-001/M-

06-1166 until the Transaction is approved and closes or until ordered otherwise by the 

Commission.  MERC intends to submit annual filings upon approval of the Transaction 

to account for MERC’s spending at the Austin site, assuming such filings would be 

helpful to the Commission.  Upon the initiation of MERC’s next rate case, MERC would 

agree to continue to submit annual compliance filings to account for annual 

expenditures and recovery from ratepayers.  With respect to the non-Austin sites, which 

are not being transferred to MERC, MERC would continue to include, in its annual 

reports, the amount of the Regulatory Asset acquired from IPL (which represents the 

amount of pre-closing FMGP costs not yet recovered).  With respect to future 

remediation costs at the non-Austin FMGP sites, there will be nothing to report because 

the additional expenditures at these sites will be the responsibility of IPL and will not be 

deferred for recovery from ratepayers.   
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6. Identify the amount of deferred tax assets that have been paid by each 

customer class in IPL’s system that would be lost under the proposed 
transaction. 

 IPL’s total deferred tax assets are $2,355,756 as of December 31, 2013.  Details 

of all deferred taxes including liabilities were provided in IPL’s response to OAG 

Information Request No. 108.5  Deferred taxes are not tracked by customer class. 

Customers pay taxes based on regulatory income and expenses multiplied by 

the statutory tax rate.  If these same taxes are not paid or received from the government 

in the current year due to tax laws, they become deferred tax liabilities or assets, 

respectively.   

Deferred tax liabilities decrease rate base until the taxes are paid back to the 

government.  This reduction in rate base is due to the fact that the utility was not 

required to pay taxes and, therefore, had that money available from the government at a 

zero percent interest rate.  This money is used to partially fund the business and, 

therefore, customers do not pay a return on the portion of the rate base funded by 

deferred tax liabilities.  

 Deferred tax assets occur when the government owes the utility money from net 

operating losses or other items where the regulatory expense was more than the tax 

expense.  Certain deferred tax assets increase rate base since the utility has not 

received the cash from the government for certain expenses.   

 Once the sale transaction occurs, the deferred tax assets and liabilities will be 

settled with the government and, therefore, will have no further impact on rates, since 

                                                 
5 Included as Attachment F to these Comments.  
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the amount paid to the government would be consistent with the regulatory tax 

expense.  

7. Indicate the attendance at all public hearings in IPL’s last three natural gas 
rate cases. In addition, indicate the attendance at all public hearings in 
IPL’s last three electric rate cases. Further, indicate the number of 
attendees for any public hearings that have been held for any other PUC 
Docket in the last fifteen years. 

 IPL assumes these questions refer to Commission-sponsored public hearings 

relating to IPL.  IPL does not have any specific attendance information in its records 

related to the public hearings held in its last three natural gas or electric rate case 

dockets. (Please note that IPL’s last natural gas rate case was held in 1996.)  However, 

in its last electric rate case docket (Docket No. E001/GR-10-276), IPL estimates that 

there were approximately 200 individuals at the Albert Lea public hearing and less than 

20 at each of the other two public hearings held in Winnebago and Stewartville.6  

 IPL does not have any records indicating attendance at any other IPL public 

hearings held in the last 15 years, nor does IPL recall any public hearings held that 

would meet these criteria in the last 5 to 10 years. 

 
Dated this 4th day of August, 2014. 

 

 

 

 

                                                 
6 According to the Commission’s Findings of Fact, Conclusions, and Order in that proceeding, some 271 
members of the public attended the public hearings.  See In the Matter of the Application of Interstate 
Power and Light Company for Authority to Increase Rates for Electric Service in Minnesota, Docket No. 
E-001/GR-10-276, Findings of Fact, Conclusions, and Order (August 12, 2011).   
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Respectfully submitted,  
  

Interstate Power and Light Company 
 
  

By: _   /s/ Samantha C. Norris___ ___________  
Samantha C. Norris 
Senior Attorney 
 
INTERSTATE POWER AND LIGHT COMPANY 
P.O. Box 351 
Cedar Rapids, IA 52406 
Telephone:  (319) 786-4236 
 
Richard J. Johnson 
Valerie M. Means 
 
MOSS & BARNETT 
A Professional Association 
4800 Wells Fargo Center 
Minneapolis, MN 55402-4129 
Telephone: (612) 877-5000 
 
Attorneys on Behalf of Interstate Power 
and Light Company 
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 Minnesota Energy Resources Corporation  
 

By: __Amber S. Lee_______________ 
Amber S. Lee  
Regulatory and Legislative Affairs Manager  
 
MINNESOTA ENERGY RESOURCES 
CORPORATION 
2665 145th Street West, Box 455 
Rosemount, MN 55068-0455 
Telephone: (651) 322-8965 
 
Michael J. Ahern 
Kristin M. Stastny 
 
DORSEY & WHITNEY LLP 
50 South Sixth Street 
Suite 1500 
Minneapolis, MN 55402 
Telephone: (612) 340-2600 
 
Attorneys on Behalf of Minnesota Energy Resources 
Corporation 
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Attachment A
Response to OAG Additional Question 1

August 4, 2014

IPL-Minnesota WN Gas Sales
Sales by Rate 

Estimated WN Calendar Sales by Rate (Allocated from Rev Class)
Rate Rev Class Average Current therm Current Current Cur. Cust. Current Revenue Adjusted

therms Customers Charge (less fuel) Cust. Chrg. Therm Rev. Chrg. Rev. Margin Rev. with Increase therm  Charge

10 Heating RESIDENTIAL 8,427,357        9,431        0.19769                             5.00$                 1,666,004           565,835            2,231,839            2,801,141                0.26524                     
10 Regular RESIDENTIAL 52,721             0.19769                             10,423                 -                    10,423                  13,984                      0.26524                     
10 Regular COMMERCIAL 221,598           1,197        0.19769                             5.00$                 43,808                 71,805              115,613                130,583                    0.26524                     
10 Heating COMMERCIAL 4,189,961        0.19769                             828,313               -                    828,313                1,111,362                0.26524                     
20 Interruptible COMMERCIAL 2,148,539        39              0.04620                             14.00$               99,263                 6,552                105,815                139,734                    0.06199                     
10 Regular INDUSTRIAL 187,020           10              0.19769                             5.00$                 36,972                 600                   37,572                  50,206                      0.26524                     
20 Interrputible INDUSTRIAL 1,549,111        8                0.04620                             14.00$               71,569                 1,344                72,913                  97,369                      0.06199                     
60 Interruptible Transport 1,834,070        2                0.04619                             200.00$             84,716                 4,800                89,516                  118,464                    0.06197                     

Total 18,610,378      10,686      2,841,067           650,936            3,492,003            4,462,844                

10                                    13,078,657      10,637      0.19769                             5.00$                 2,585,520           638,240            3,223,760            4,107,276                0.26524                     
20                                    3,697,650        47              0.04620                             14.00$               170,831               7,896                178,727                237,103                    0.06199                     
60                                    1,834,070        2                0.04619                             200.00$             84,716                 4,800                89,516                  118,464                    0.06197                     

Total 18,610,378      10,686      2,841,067           650,936            3,492,003            4,462,844                

Increase $ 970,841              
 
Per Therm Increase % 34%

IPL Margin Revenue



Attachment A
Response to OAG Additional Question 1

4-Aug-14

(a) (b) (d)

Line Description

Reference to 
Supporting 
Schedule

Actual Unadjusted 
2013 Calendar Year

Proposed Test 
Year 2013

1 Revenue A 12,672,959$           12,648,724$         

2 Rate Base C 8,244,663$             8,244,663$           

3 Operating Income A 286,500$                48,569$                

4 Overall Rate of Return (3 divided by 2) 3.475% 0.589%

5 Rate of Return Requested E 8.970% 8.970%

6 Required Net Operating Income (2 x 5) 739,546$                739,546$              

7 Income Deficiency (6 - 3) 453,047$                690,978$              

8 Gross Revenue Conversion Factor A 1.705611               1.705611             

9 Revenue Increase Requested (7 x 8) 772,722$                1,178,540$           

INTERSTATE POWER & LIGHT COMPANY
OVERALL FINANCIAL SUMMARY

MINNESOTA GAS RETAIL JURISDICTION



Attachment A
Response to OAG Additional Question 1

August 4, 2014 

(a) (b) (c) (d) (e)
Additional Total
Revenues Revenues

Actual Adjusted Required Required
Line Test Year Test Year to Yield to Yield
No. Description Results Adjustments Results 8.970% 8.970%

9.3%
1 Operating revenues 12,672,959$          (24,235)$                  12,648,724$            1,178,539$           13,827,263$             

Operating expenses:
2   Gas purchased for resale 8,589,063 -                          8,589,063                8,589,063                
3   Operation expenses 2,731,204 381,583 3,112,787                3,112,787                
4   Maintenance expenses 133,982 -                          133,982                   133,982                   
5   Depreciation and amortization 791,434 -                          791,434                   791,434                   
6   Property taxes 149,277 -                          149,277                   149,277                   
7   Miscellaneous taxes 50,312 -                          50,312                     50,312                     

  Income taxes - 
8     Current federal (128,563) (128,117) (256,680)                  372,065               115,385                   
9     Current state (6,692) (39,770) (46,462)                    115,497               69,035                     

10     Deferred 77,693 -                          77,693                     77,693                     
11     Investment tax credits (1,251) -                          (1,251)                      (1,251)                     
12       Total operating expenses 12,386,459 213,696 12,600,155 487,562 13,087,717
13 Operating income 286,500 (237,931) 48,569 690,977 739,546

14 Rate base 8,244,663 -                          8,244,663 8,244,663

15 Cost of Capital: 3.475% 0.589% 8.970%

INTERSTATE POWER AND LIGHT COMPANY

MINNESOTA GAS UTILITY

COST OF SERVICE

YEAR ENDED DECEMBER 31, 2013



INTERSTATE POWER AND LIGHT COMPANY

MINNESOTA GAS UTILITY

SUMMARY OF ADJUSTMENTS TO COST OF SERVICE

YEAR ENDED DECEMBER 31, 2013

Attachment A
Response to OAG Additional Question 1

August 4, 2014 

(a) (b) (c) (d) (e) (ad) (ae)

Schedule: B-1 B-2 B-3 B-4 B-5 B-50

Exhibit Designation:

Line 
No. Brief Description of Adjustment:

2013 Weather 
Normalization

FMGP Amortized 
over 10 Years

Rate Case 
Expenses 

Amortized over 3 
Years

Intentionally Left 
Blank

Intentionally Left 
Blank

Intentionally Left 
Blank Total

1 Operating Revenues ($24,235) (24,235)$              

Operating Expenses:
2   Gas Purchased for Resale 0
3   Operation Expense 181,583$           200,000$           381,583
4   Maintenance Expense 0
5   Depreciation and Amortization 0
6   Property Taxes 0
7   Miscellaneous Taxes 0

  Income Taxes-
8       Current Federal at 31.57% (7,651) (57,326) (63,140) -                    -                     (128,117)
9       Current State at 9.80% (2,375) (17,795) (19,600) -                    -                     (39,770)

10       Deferred 0
11       Investment Tax Credit 0
12           Total Operating Expense # (10,026) 106,462 117,260 -                    -                     -                     213,696

13 Operating Income # (14,209) (106,462) (117,260) -                    -                     -                     (237,931)

14 Rate Base Schedule
15 for Compound Adjustments: 



Attachment A
Response to OAG Additional Question 1

August 4, 2014
INTERSTATE POWER AND LIGHT COMPANY

MINNESOTA GAS UTILITY

YEAR-END
RATE BASE

YEAR ENDED DECEMBER 31, 2013

(a) (b) (c) (d)
Line Schedule Adjusted
No. Description Reference Year End Adjustments Rate Base

Investment in plant:
1 Utility plant in service C-1, C-2 9,828,826 -$                          9,828,826$              
2 Accumulated deferred income taxes C-3 (2,561,289) -                            (2,561,289)
3 Customer advances for construction C-4 (52,729) -                            (52,729)
4 Customer deposits C-5 (77,871) -                            (77,871)
5 Unclaimed property C-6 -                                  -                            -                           
6 Accumulated provision for uncollectibles C-7 (76,763) -                            (76,763)

7

Accrued liability for property insurance, workers 
compensation insurance and injuries and damages

C-8 (46,833) -                            (46,833)
8 Accrued vacation C-9 (43,939) -                            (43,939)
9 Accrued pension plan obligations C-10 (57,741) -                            (57,741)
10     Total net investment in plant 6,911,661 -                            6,911,661

Working capital:
11 Materials and supplies inventory C-11 39,756 -                            39,756
12 Prepayments C-12 1,293,247 -                            1,293,247
13 Propane inventory C-13 -                                  -                            -                           
14 Cash working capital requirements C-14 -                                  -                            -                           
15     Total net working capital 1,333,003 -                            1,333,003
16 Total rate base 8,244,663 -                          8,244,663$             

  



INTERSTATE POWER AND LIGHT COMPANY

MINNESOTA GAS UTILITY

SUMMARY OF ADJUSTMENTS TO THE RATE BASE

YEAR ENDED DECEMBER 31, 2013

Attachment A
Response to OAG Additional Question 1

August 4, 2014 

(a) (b) (c) (d) (e) (i) (j)

Schedule: D-1 D-2 D-3 D-4 D-5 D-10
Exhibit Designation:

Line 
No. Brief Description of Adjustment:

Intentionally Left 
Blank

Intentionally Left 
Blank

Intentionally Left 
Blank

Intentionally Left 
Blank

Intentionally Left 
Blank

Intentionally Left 
Blank Total

Investment in plant:
1 Utility plant in service -$                            

2 Accumulated provision for depreciation and amortization -                          
3 Accumulated deferred income taxes -                          
4 Customer advances for construction
5 Customer deposits -                          
6 Unclaimed property -                          
7 Accumulated provision for uncollectibles -                          

8
Accrued liability for property insurance, workers 
compensation insurance and injuries and damages -                          

9 Accrued vacation -                          
10 Accrued pension plan obligations -                          
11       Total net investment in plant -                           -                       -                      -                       -                      -                     -                          

Working capital:
12 Materials and supplies inventory -                          
13 Prepayments -                          
14 Propane inventory -                          
15 Cash working capital requirements -                          
16       Total net working capital -                           -                       -                      -                       -                      -                     -                          
17 Total rate base -                          -                     -                    -                     -                     -                    -                        

Cost of Service Schedule
for Compound Adjustments: 



Attachment A
Response to OAG Additional Question 1

August 4, 2014 

(a) (b) (c) (d) (e) (f)
Year Adjusted Adjusted Adjusted Avg. Adjusted

Line End Adjustments to Capitalization Cost of Money by Average Cost
No. Principal (1) Principal (2) Principal Ratios Components (2) of Capital

1 Long-term debt Cost of C -$                           0.000% 5.685% (3) 0.000%

2 Preferred Stock 194,601,576               194,601,576             10.353% 5.241% (4) 0.543%

3 Common equity 1,685,106,414            1,685,106,414          89.647% 9.400% 8.427%

4   Total 1,879,707,990$          -$                       1,879,707,990$         100.000% 8.970%

FOR THE PERIOD DECEMBER 31, 2012 THROUGH DECEMBER 31, 2013

YEAR ENDED DECEMBER 31, 2013

13-MONTH AVERAGE COST OF CAPITAL FOR FINAL RATES

INTERSTATE POWER & LIGHT COMPANY

MINNESOTA GAS UTILITY
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IPL-Minnesota WN Gas Sales Attachment B
Sales by Rate Response to OAG Additional Question 2

Estimated WN Calendar Sales by Rate (Allocated from Rev Class)
Rate Rev Class Average Current therm Current Current Cur. Cust. Current Revenue Adjusted

therms Customers Charge (less fuel) Cust. Chrg. Therm Rev. Chrg. Rev. Margin Rev. with Increase therm  Charge

10 Heating RESIDENTIAL 8,427,357        9,431        0.19769                             5.00$                 1,666,004           565,835            2,231,839            2,427,256                0.28802                     
10 Regular RESIDENTIAL 52,721             0.19769                             10,423                 -                    10,423                  15,185                      0.28802                     
10 Regular COMMERCIAL 221,598           1,197        0.19769                             5.00$                 43,808                 71,805              115,613                63,825                      0.28802                     
10 Heating COMMERCIAL 4,189,961        0.19769                             828,313               -                    828,313                1,206,797                0.28802                     
20 Interruptible COMMERCIAL 2,148,539        39              0.04620                             14.00$               99,263                 6,552                105,815                144,619                    0.06731                     
10 Regular INDUSTRIAL 187,020           10              0.19769                             5.00$                 36,972                 600                   37,572                  53,866                      0.28802                     
20 Interrputible INDUSTRIAL 1,549,111        8                0.04620                             14.00$               71,569                 1,344                72,913                  104,271                    0.06731                     
60 Interruptible Transport 1,834,070        2                0.04619                             200.00$             84,716                 4,800                89,516                  123,425                    0.06730                     

Total 18,610,378      10,686      2,841,067           650,936            3,492,003            4,139,243                

10                                    13,078,657      10,637      0.19769                             5.00$                 2,585,520           638,240            3,223,760            3,766,928                0.28802                     
20                                    3,697,650        47              0.04620                             14.00$               170,831               7,896                178,727                248,890                    0.06731                     
60                                    1,834,070        2                0.04619                             200.00$             84,716                 4,800                89,516                  123,425                    0.06730                     

Total 18,610,378      10,686      2,841,067           650,936            3,492,003            4,139,243                

Increase $ 1,298,176           
 
Per Therm Increase % 46%

IPL Margin Revenue



Attachment B
Response to OAG Additional Question 2

4-Aug-14
Rate Base 10,805,952    

Operating Income 48,569            

Overall Rate of Return 0.449%

Rate of Return Requested 7.493%

Required Net Operating Income 809,690          

Income Deficiency 761,121          

Gross Revenue Conversion Factor 1.705611

Revenue Increase Requested 1,298,176      
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Attachment C
Response to OAG Additional Question 3

4-Aug-14

MERC
Revenue Requirements Summary

Test Year Ending December 31, 2014

MERC's
Line MERC's Rebuttal Rebuttal Position 
No. Description Position Plus IPL 
------ -------------------- ------------ ------------

(a) (b)

1 Average Rate Base $199,192,236 $210,205,479

2 Rate of Return After Adjustments 8.0092% 8.0092%

3 Required Operating Income $15,953,681 $16,835,752

4 Operating Income $8,817,851 $9,119,591

5 Income Deficiency $7,135,830 $7,716,161

6 Gross Revenue Conversion Factor 1.7040 1.7040

7 Gross Revenue Deficiency $12,159,454 $13,148,338

8 Change from Petitioner's Rebuttal $988,884

4.08% 4.23%



Attachment C
Response to OAG Additional Question 3

4-Aug-14

MERC MERC
Line MERC Rebuttal Rebuttal Position
No. Description    Filing   Adjustments     Plus IPL

(a) (b) (c)
PLANT IN SERVICE

1 Energy $999,429 $9,828,826 $10,828,255
2 Transmission $6,833,452 $0 $6,833,452
3 Distribution $368,477,466 $0 $368,477,466
4 Customer $5,206,114 $0 $5,206,114
5       Total Plant In Service $381,516,461 $9,828,826 $391,345,287

RESERVE FOR DEPRECIATION
6 Energy $326,488 $0 $326,488
7 Transmission $3,072,997 $0 $3,072,997
8 Distribution $164,797,536 $0 $164,797,536
9 Customer $1,700,703 $0 $1,700,703
10       Total Reserve For Depreciation $169,897,724 $0 $169,897,724

NET PLANT IN SERVICE
11 Energy $672,941 $9,828,826 $10,501,767
12 Transmission $3,760,455 $0 $3,760,455
13 Distribution $203,679,930 $0 $203,679,930
14 Customer $3,505,411 $0 $3,505,411
15       Total Net Plant In Service $211,618,737 $9,828,826 $221,447,563

16 Construction Work in Progress $0 $0 $0

17 LESS: Customer Advances $0 $52,729 $52,729

18 LESS: Accumulated Deferred Income Taxes $36,631,519 $0 $36,631,519

Working Capital:
19 Cash Working Capital ($3,908,368) $785,055 ($3,123,313)
20 Deferred Taxes Other than Plant, M&S ($3,140,462) $541,188 ($2,599,274)
21 Non-Utility Adjustment ($1,530,328) $0 ($1,530,328)
22 Plant Adjustment ($29,112) ($6,633) ($35,745)
23   Total Working Capital ($8,608,270) $1,319,610 ($7,288,660)

24 Materials and Supplies $279,572 $39,756 $319,328
25 Gas Storage $12,013,242 $853,699 $12,866,941
26 Regulatory Assets/Liabilities $19,642,806 ($98,251) $19,544,555
27    Subtotal $31,935,620 $795,204 $32,730,824

28 TOTAL AVERAGE RATE BASE $198,314,568 $11,890,911 $210,205,479

MERC
Rate Base Summary

Test Year Ending December 31, 2014
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Response to OAG Additional Question 3

4-Aug-14

Service Long Term Reg Liab Unamortized MERC Rebuttal
Line Extensions A/R Arrearage Derivatives Rate Case Expense Gas Storage IPL CWC Plus IPL 
No. Description Kult DeMerritt DeMerritt DeMerritt DeMerritt DeMerritt Adjustments

(a) (b) (c) (d) (e) (f) (g)
PLANT IN SERVICE

1 Energy $9,828,826 $9,828,826
2 Transmission $0
3 Distribution $0
4 Customer $0
5       Total Plant In Service $0 $0 $0 $0 $0 $9,828,826 $0 $9,828,826

RESERVE FOR DEPRECIATION
6 Energy $0 $0
7 Transmission $0
8 Distribution $0
9 Customer $0
10       Total Reserve For Depreciation $0 $0 $0 $0 $0 $0 $0 $0

NET PLANT IN SERVICE
11 Energy $0 $0 $0 $0 $0 $9,828,826 $0 $9,828,826
12 Transmission $0 $0 $0 $0 $0 $0 $0 $0
13 Distribution $0 $0 $0 $0 $0 $0 $0 $0
14 Customer $0 $0 $0 $0 $0 $0 $0 $0
15       Total Net Plant In Service $0 $0 $0 $0 $0 $9,828,826 $0 $9,828,826

16 Construction Work in Progress $0

17 LESS: Customer Advances $52,729 $52,729

18 LESS: Accumulated Deferred Income Taxes $0

Working Capital:
19 Cash Working Capital $785,055 $785,055
20 Deferred Taxes Other than Plant, M&S $541,188 , $541,188
21 Non-Utility Adjustment $0
22 Plant Adjustment ($6,633) ($6,633)
23   Total Working Capital ($6,633) $0 $0 $541,188 $0 $0 $785,055 $1,319,610

24 Materials and Supplies $39,756 $39,756
25 Gas Storage $853,699 $853,699
26 Regulatory Assets/Liabilities ($17,066) $244,050 ($1,315,335) $990,100 ($98,251)
27    Subtotal $0 ($17,066) $244,050 ($1,315,335) $853,699 $1,029,856 $0 $795,204

28 TOTAL AVERAGE RATE BASE ($6,633) ($17,066) $244,050 ($774,147) $853,699 $10,805,953 $785,055 $11,890,911

() = Reduction

MERC
Rate Base Adjustments

Test Year Ending December 31, 2014



Attachment C
Response to OAG Additional Question 3

4-Aug-14

MERC
Operating Income Summary

Test Year Ending December 31, 2014

MERC MERC
Line MERC Rebuttal Rebuttal Position 
No. Description    Filing   Adjustments Plus IPL

(a) (b) (c)
UTILITY OPERATING REVENUES

1 Natural Gas Revenue $257,186,462 $53,512,114 $310,698,576
2 Late Payment Revenue $525,000 $0 $525,000
3 Other Revenue $234,470 $51,493 $285,963
4    Total Operating Revenues $257,945,932 $53,563,607 $311,509,539

UTILITY EXPENSES
5 Cost of Gas $173,412,058 $47,462,352 $220,874,410
6 Production $10,636 $2,865,186 $2,875,822
7 Gas Supply $704,365 $0 $704,365
8 Transmission $94,181 $0 $94,181
9 Distribution $17,894,619 $0 $17,894,619
10 Customer Accounts $11,801,783 $250,526 $12,052,309
11 Customer Services $927,914 $0 $927,914
12 Sales $0 $0 $0
13 Administrative & General $15,998,503 ($704,212) $15,294,291
14    Subtotal Operating Expenses $220,844,059 $49,873,852 $270,717,911

15 Depreciation $9,347,278 $791,434 $10,138,712
16 Amortization $9,656,957 $464,978 $10,121,935
17 Taxes Other Than Income $8,896,360 $80,725 $8,977,085
18 Other Interest Expense $935 $935
19    Subtotal $27,901,530 $1,337,137 $29,238,667

20 Federal Income Taxes 31.602% $1,839,225 $743,474 $2,582,699
21 State Income Taxes 9.708% ($296,377) $228,392 ($67,985)
22 Michigan State Tax $1,384 $1,384
23    Subtotal Income Taxes $1,544,232 $971,866 $2,516,098
24 Tax Effect of Interest Synchronization $98,779 ($181,508) ($82,729)
25    Total Income Taxes $1,643,011 $790,359 $2,433,370

26 Total Operating Expenses $250,388,600 $52,001,348 $302,389,948

27 Adjusted Net Operating Income $7,557,332 $1,562,259 $9,119,591



Attachment C
Response to OAG Additional Question 3

4-Aug-14

MERC
Operating Income Adjustments

Test Year Ending December 31, 2014

Benefits Sales Property CIP Uncollectible Executive Miscellaneous Rate Case Charitable Travel and Corporate IPL Interest MERC 
Line Expense Forecast Taxes Amortization Expense Incentive Revenues Amortization Contributions Entertainment Aircraft Sync Rebuttal Plus IPL
No. Description Phillips John Wilde DeMerritt DeMerritt DeMerritt DeMerritt DeMerritt DeMerritt DeMerritt DeMerritt DeMerritt Adjustments

(a) (b) (c) (d) (e) (f) (g) (h) (i) (j) (k) (l) (m)
UTILITY OPERATING REVENUES

1 Natural Gas Revenue $40,839,155 $12,672,959 $53,512,114
2 Late Payment Revenue $0
3 Other Revenue $51,493 $51,493
4    Total Operating Revenues $0 $40,839,155 $0 $0 $0 $0 $51,493 $0 $0 $0 $0 $12,672,959 $0 $53,563,607

UTILITY EXPENSES
5 Cost of Gas $38,873,289 $8,589,063 $47,462,352
6 Production $2,865,186 $2,865,186
7 Gas Supply $0
8 Transmission $0
9 Distribution $0

10 Customer Accounts $250,526 $250,526
11 Customer Services $0
12 Sales $0
13 Administrative & General ($651,524) ($27,857) ($16,105) ($7,770) ($956) ($704,212)
14    Subtotal Operating Expenses ($651,524) $38,873,289 $0 $0 $250,526 ($27,857) $0 $0 ($16,105) ($7,770) ($956) $11,454,249 $0 $49,873,852

15 Depreciation $791,434 $791,434
16 Amortization $475,941 ($10,963) $464,978
17 Taxes Other Than Income ($118,864) $199,589 $80,725
18    Subtotal $0 $0 ($118,864) $475,941 $0 $0 $0 ($10,963) $0 $0 $0 $991,023 $0 $1,337,137

19 Federal Income Taxes 31.602% $205,895 $621,253 $37,563 ($150,407) ($79,171) $8,803 $16,273 $3,465 $5,090 $2,455 $302 $71,954 $0 $743,474
20 State Income Taxes 9.708% $63,250 $190,846 $11,539 ($46,204) ($24,321) $2,704 $4,999 $1,064 $1,563 $754 $93 $22,104 $0 $228,392
21 Michigan State Tax $0
22    Subtotal Income Taxes $269,145 $812,099 $49,103 ($196,611) ($103,492) $11,508 $21,272 $4,529 $6,653 $3,210 $395 $94,057 $0 $971,866
23 Tax Effect of Interest Synchronization ($181,508) ($181,508)
24    Total Income Taxes $269,145 $812,099 $49,103 ($196,611) ($103,492) $11,508 $21,272 $4,529 $6,653 $3,210 $395 $94,057 ($181,508) $790,359

25 Total Operating Expenses ($382,379) $39,685,388 ($69,761) $279,330 $147,034 ($16,349) $21,272 ($6,434) ($9,452) ($4,560) ($561) $12,539,329 ($181,508) $52,001,348

26 Adjusted Net Operating Income $382,379 $1,153,767 $69,761 ($279,330) ($147,034) $16,349 $30,221 $6,434 $9,452 $4,560 $561 $133,630 $181,508 $1,562,259

( ) = Reduction.
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MERC
Interest Synchronization Adjustment

Test Year Ending December 31, 2014

MERC MERC
MERC's Rebuttal Rebuttal Plus IPL

     Filing    Position Adjustment
Line ------------ ------------ ------------
No. (a) (b) (c)

1 Rate Base $198,314,568 $210,205,479 $11,890,911

2 Weighted Cost of Short- & Long-term Debt 2.6008% 2.6008%

3 MERC-MN Interest $5,157,779 $5,467,038

4 Interest included in income tax accruals $5,326,082 $5,326,082

5 Additional interest allowed (denied) ($168,303) $140,956

6 Tax effect of interest allowed (denied) $98,779 ($82,729) ($181,508)
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MERC
Cash Working Capital (CWC) Adjustment

Test Year Ending December 31, 2014

MERC Rebuttal
MERC Filing MERC Rebuttal MERC Rebuttal Expense per day MERC Rebuttal MERC Rebuttal MERC Rebuttal MERC Direct

Line Test Year Expense Adjusted using 365 days # of Lead # of Lag MERC Rebuttal Net lag Net lag CWC
No. Description Expense Adjustments Expenses per Year Days Days Net Lag Days  dollars dollars Adj. MERC

(a) (b) (c) (d) (e) (f) (g) (h) (i) (j)
Operating Expense:

1 Purchase Gas Expense $173,412,058 $47,462,352 $220,874,410 $605,135 44.3 40.2 4.1 $2,481,055 $1,928,190 $552,865
2 Internal Payroll Excluding Incentive $13,056,431 $720,110 $13,776,541 $37,744 44.3 13.0 31.3 $1,181,386 $1,117,461 $63,925
3 Payroll Taxes $1,589,788 $1,589,788 $4,356 44.3 14.0 30.3 $131,974 $131,710
4 MERC Internal Incentive Plan $688,744 $33,863 $722,607 $1,980 44.3 248.5 -204.2 ($404,264) ($385,398) ($18,866)
5 O&M Expense Paid to Affiliates except Interest ex $24,902,143 $24,902,143 $68,225 44.3 35.2 9.1 $620,848 $617,446 $3,402
6 Other O&M Expense $8,810,073 $1,657,527 $10,467,600 $28,678 44.3 30.0 14.3 $410,100 $344,160 $65,940
7 Total CWC Deficit (Available) $222,459,237 $49,873,852 $272,333,089 $746,118 $4,421,099 $3,753,569 $667,266
8 Operating Expense in MERC's income statement $222,433,847
9 Difference amount allocated to MI in rate case $25,390

10 Property Tax $7,314,733 ($118,864) $7,195,869 $19,715 44.3 409.3 -365.0 ($7,195,869) ($7,314,733) $118,864
11 State Income Tax $1,186,701 $23,780 $1,210,481 $3,316 44.3 54.3 -10.0 ($33,164) ($32,678) ($486)
12 Federal Income Tax $6,663,789 $73,364 $6,737,153 $18,458 44.3 62.0 -17.7 ($326,706) ($322,332) ($4,374)
13 Total Income Taxes $7,850,490 $7,947,634 Total Income & Property Taxes ($7,555,739) ($7,669,743) $114,004

14 Net CWC (Available) Deficit ($3,134,640) ($3,916,174) $781,534
15 MN Allocator 99.8007% 99.8007% 99.8007%
16 MERC MN ($3,128,392) ($3,908,368) $779,977
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MERC
Cash Working Capital Workpaper

Test Year Ending December 31, 2014

Rebuttal

 DOC Direct
Line O&M
No. Description Expenses % of Total

(a) (b)
1 Internal Payroll Excluding Incentive $14,646,219 29.86%
2 MERC Internal Incentive Plan $688,744 1.40%
3 All Other O&M Expense $33,712,216 68.73%
4    Total $49,047,179 100.00%

MERC Rebuttal
Expense

Adjustments
5 Production $2,865,186
6 Gas Supply $0
7 Transmission $0
8 Distribution $0
9 Customer Accounts $250,526
10 Customer Services $0
11 Sales $0
12 Administrative & General ($704,212)
13 Total $2,411,500

14 Internal Payroll Excluding Incentive $720,110
15 MERC Internal Incentive Plan $33,863
16 All Other O&M Expense $1,657,527
17    Total $2,411,500
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          Confidential/Trade Secret 
 
 

Response of 
Interstate Power and Light Company 

to 
Minnesota Department of Commerce 

Division of Energy Resources 
Information Request No. 5 

  
Docket No.:    G001,G011/PA-14-107 

Date of Request:   February 14, 2014 

Response Due:   February 27, 2014 

Information Requested By:  Eilon Amit 
 
Date Responded:   March 18, 2014 

Author:    Amy Wheatley 

Author’s Title:   Lead Financial Affairs 

Author’s Telephone No.:  (319) 786-4704 

Subject:  
 
Reference:     
   

 Information Request No. 5 
  

a. Using a 2014 Test-Year, please calculate IPL-Minnesota revenue requirements.  
In your calculations, please use return on equity of 9.40 percent, IPL-Minnesota 
2014 projected capital structure, and 2014 projected costs of short-term debt, 
long-term debt and preferred stock. 

 
 b. Using the revenue requirements calculated in part a above, please reproduce 

Attachment F of your filing.  In your recalculations of Attachment F, please use 
the same rate design you used to calculate the original Attachment F. 

 
Response: 
 

a. IPL does not currently have information available to calculate revenue requirements 
for IPL-Minnesota Gas jurisdiction for a 2014 test year. Attachment A has been 
provided that shows a preliminary estimate of revenue requirements based on a 
2013 historical test year using actual financial results with pro-forma adjustments for 
former manufactured gas plant (FMGP) costs, rate case expenses and weather 
normalization for the IPL-Minnesota Gas jurisdiction. IPL has also included 
Attachment B, which shows each of the pro-forma adjustments that are presented in 
Schedule B. The information included in Attachment A is in the following order: 

 
Financial Summary: Overall financial summary 
 
Schedule A: Income Statement results and revenue requirements after any pro-
forma adjustments. 

Attachment D 



Docket No. G001, G011/PA-14-107 
Information Request No. 5 
Page 2 of 2 
 

 
Schedule B: Pro-forma adjustments to the income statement for FMGP costs 
amortized over a 10-year period, estimated rate case expenses amortized over a 3-
year period and a weather normalization adjustment using Albert Lea weather. 
  
The FMGP costs reflect estimates for future environmental liability mitigation 
projects of $4,163,000 for the Albert Lea, Austin, New Ulm, and Owatonna sites, in 
addition to previously spent, but not yet recovered, remediation expenses of 
$4,617,000, for a total of $8,780,000.  The total has been reduced by $2,024,000 to 
reflect proceeds received from insurance settlements, for a net total of $6,756,000 to 
be collected from customers over a 10-year period at the rate of $675,600 per year.  
The adjustment to expenses of $181,583 reflects the difference between $675,600 
and the $497,017 included in current rates.   
  
Schedule C: Unadjusted Year End 2013 rate base  
 
Schedule D: Pro-forma adjustments to the rate base 
 
Schedule E: Year End cost of capital structure using a return on equity of 9.40 
percent. 

 
b. IPL provides Attachment C, which shows the recalculation of per therm costs (in 

column Q) that are reflected Attachment F, using the revenue requirements 
calculated in part (a) above.  A reproduction of Attachment F using the revised per 
therm costs will be provided as a supplement to this Response. 
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Exhibit ___(CAH-1)
Schedule A

Attachment A.xlsx Overall Financial Summary 3/18/20142:10 PM

(a) (b) (d)

Line Description

Reference to 
Supporting 
Schedule

Actual Unadjusted 
2013 Calendar 

Year
Proposed Test 

Year 2013

1 Revenue A 12,672,959$ 12,648,724$

2 Rate Base C 8,244,663$ 8,244,663$

3 Operating Income A 286,500$ 48,569$

4 Overall Rate of Return (3 divided by 2) 3.475% 0.589%

5 Rate of Return Requested E 7.493% 7.493%

6 Required Net Operating Income (2 x 5) 617,773$ 617,773$

7 Income Deficiency (6 - 3) 331,273$ 569,204$

8 Gross Revenue Conversion Factor A 1.705611 1.705611

9 Revenue Increase Requested (7 x 8) 565,023$ 970,841$

INTERSTATE POWER & LIGHT COMPANY
OVERALL FINANCIAL SUMMARY

MINNESOTA GAS RETAIL JURISDICTION

Response to Department IR No. 5 
Attachment A 

Page 1 of 6Attachment D 



Schedule A

File name: Attachment A.xlsx
Sheet name: Schedule A

3/18/2014
2:10 PM

(a) (b) (c) (d) (e)
Additional Total
Revenues Revenues

Actual Adjusted Required Required
Line Test Year Test Year to Yield to Yield
No. Description Results Adjustments Results 7.493% 7.493%

7.7%
1 Operating revenues 12,672,959$ (24,235)$ 12,648,724$ 970,842$ 13,619,566$

Operating expenses:
2   Gas purchased for resale 8,589,063 - 8,589,063 8,589,063
3   Operation expenses 2,731,204 381,583 3,112,787 3,112,787
4   Maintenance expenses 133,982 - 133,982 133,982
5   Depreciation and amortization 791,434 - 791,434 791,434
6   Property taxes 149,277 - 149,277 149,277
7   Miscellaneous taxes 50,312 - 50,312 50,312

  Income taxes - 
8     Current federal (128,563) (128,117) (256,680) 306,495 49,815
9     Current state (6,692) (39,770) (46,462) 95,143 48,681

10     Deferred 77,693 - 77,693 77,693
11     Investment tax credits (1,251) - (1,251) (1,251)
12       Total operating expenses 12,386,459 213,696 12,600,155 401,638 13,001,793
13 Operating income 286,500 (237,931) 48,569 569,204 617,773

14 Rate base 8,244,663 - 8,244,663 8,244,663

15 Cost of Capital: 3.475% 0.589% 7.493%

INTERSTATE POWER AND LIGHT COMPANY

MINNESOTA GAS UTILITY

COST OF SERVICE

YEAR ENDED DECEMBER 31, 2013

Response to Department IR No. 5 
Attachment A 

Page 2 of 6Attachment D 



INTERSTATE POWER AND LIGHT COMPANY

MINNESOTA GAS UTILITY

SUMMARY OF ADJUSTMENTS TO COST OF SERVICE

YEAR ENDED DECEMBER 31, 2013

Schedule B
Page 1 of 1

File name: Attachment A.xlsx
Sheet name: Schedule B

3/18/2014
2:10 PM

(a) (b) (c) (d) (e) (ad) (ae)

Schedule: B-1 B-2 B-3 B-4 B-5 B-50

Exhibit Designation:

Line 
No. Brief Description of Adjustment:

2013 Weather 
Normalization

FMGP 
Amortized over 

10 Years

Rate Case 
Expenses 

Amortized over 3 
Years

Intentionally Left 
Blank

Intentionally Left 
Blank

Intentionally Left 
Blank Total

1 Operating Revenues ($24,235) (24,235)$            

Operating Expenses:
2   Gas Purchased for Resale 0
3   Operation Expense 181,583$         200,000$         381,583
4   Maintenance Expense 0
5   Depreciation and Amortization 0
6   Property Taxes 0
7   Miscellaneous Taxes 0

  Income Taxes-
8       Current Federal at 31.57% (7,651) (57,326) (63,140) - - (128,117)
9       Current State at 9.80% (2,375) (17,795) (19,600) - - (39,770)

10       Deferred 0
11       Investment Tax Credit 0
12           Total Operating Expense (10,026) 106,462 117,260 - - - 213,696

13 Operating Income (14,209) (106,462) (117,260) - - - (237,931)

14 Rate Base Schedule
15 for Compound Adjustments: 

Response to Department IR No. 5 
Attachment A 
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Schedule C

File name: Attachment A.xlsx
Sheet name: Schedule C

3/18/2014
2:10 PM

INTERSTATE POWER AND LIGHT COMPANY

MINNESOTA GAS UTILITY

YEAR-END
RATE BASE

YEAR ENDED DECEMBER 31, 2013

(a) (b) (c) (d)
Line Schedule Adjusted
No. Description Reference Year End Adjustments Rate Base

Investment in plant:
1 Utility plant in service C-1, C-2 9,828,826 -$ 9,828,826$
2 Accumulated deferred income taxes C-3 (2,561,289) - (2,561,289)
3 Customer advances for construction C-4 (52,729) - (52,729)
4 Customer deposits C-5 (77,871) - (77,871)
5 Unclaimed property C-6 - - -
6 Accumulated provision for uncollectibles C-7 (76,763) - (76,763)

7

Accrued liability for property insurance, workers 
compensation insurance and injuries and 
damages C-8 (46,833) - (46,833)

8 Accrued vacation C-9 (43,939) - (43,939)
9 Accrued pension plan obligations C-10 (57,741) - (57,741)

10     Total net investment in plant 6,911,661 - 6,911,661
Working capital:

11 Materials and supplies inventory C-11 39,756 - 39,756
12 Prepayments C-12 1,293,247 - 1,293,247
13 Propane inventory C-13 - - -
14 Cash working capital requirements C-14 - - -
15     Total net working capital 1,333,003 - 1,333,003
16 Total rate base 8,244,663 - 8,244,663$

Source:
 Company Workpaper C

Response to Department IR No. 5 
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INTERSTATE POWER AND LIGHT COMPANY

MINNESOTA GAS UTILITY

SUMMARY OF ADJUSTMENTS TO THE RATE BASE

YEAR ENDED DECEMBER 31, 2013

Schedule D
Page 1 of  1

File name: Attachment A.xlsx
Sheet name: Schedule D

3/18/2014
2:10 PM

(a) (b) (c) (d) (e) (i) (j)

Schedule: D-1 D-2 D-3 D-4 D-5 D-10
Exhibit Designation:

Line 
No. Brief Description of Adjustment:

Intentionally Left 
Blank

Intentionally Left 
Blank

Intentionally Left 
Blank

Intentionally Left 
Blank

Intentionally Left 
Blank

Intentionally Left 
Blank Total

Investment in plant:
1 Utility plant in service -$

2 Accumulated provision for depreciation and amortization -
3 Accumulated deferred income taxes -
4 Customer advances for construction
5 Customer deposits -
6 Unclaimed property -
7 Accumulated provision for uncollectibles -

8
Accrued liability for property insurance, workers 
compensation insurance and injuries and damages -

9 Accrued vacation -
10 Accrued pension plan obligations -
11       Total net investment in plant - - - - - - -

Working capital:
12 Materials and supplies inventory -
13 Prepayments -
14 Propane inventory -
15 Cash working capital requirements -
16       Total net working capital - - - - - - -
17 Total rate base - - - - - - -

Cost of Service Schedule
for Compound Adjustments: 
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Schedule E

File Name: Attachment A.xlsx
Sheet Name: Schedule E
3/18/20142:10 PM

(a) (b) (c) (d) (e) (f)
Year Adjusted Adjusted Adjusted Avg. Adjusted

Line End Adjustments to Capitalization Cost of Money by Average Cost
No. Principal (1) Principal (2) Principal Ratios Components (2) of Capital

1 Long-term debt 1,536,574,362$ 1,536,574,362$ 44.978% 5.685% (3) 2.557%

2 Preferred Stock 194,601,576 194,601,576 5.696% 5.241% (4) 0.299%

3 Common equity 1,685,106,414 1,685,106,414 49.326% 9.400% 4.637%

4   Total 3,416,282,351$ -$ 3,416,282,351$ 100.000% 7.493%

FOR THE PERIOD DECEMBER 31, 2012 THROUGH DECEMBER 31, 2013

YEAR ENDED DECEMBER 31, 2013

INTERSTATE POWER & LIGHT COMPANY

MINNESOTA GAS UTILITY

13-MONTH AVERAGE COST OF CAPITAL FOR FINAL RATES

Response to Department IR No. 5 
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Schedule B-1IPL-Minnesota WN Gas Sales
Sales by Rate 

Section 1 -  Billed Sales by Rate
Rate Rev Class 2013 2013 2013 2013 2013 2013 2013 2013 2013 2013 2013 2013 2013

January February March April May June July August September October November December Annual DTH

10 Heating RESIDENTIAL 157,255             152,243            126,985      95,564     59,520     23,958    15,459    13,753          15,574                   22,673            67,649                  141,217               891,849                    
10 Regular RESIDENTIAL 882                     1,067                860             547          415          108         87           101               108                        154                  424                        827                       5,579                         
10 Regular COMMERCIAL 1,684                  1,701                1,287          1,024       601          323         280         273               318                        870                  11,035                  3,335                    22,731                      
10 Heating COMMERCIAL 73,505                72,724              59,069        48,113     26,003     9,876      8,377      7,442            9,549                     10,741            34,038                  70,364                  429,801                    
20 Interruptible COMMERCIAL 29,556                27,727              21,796        20,961     12,934     7,413      6,431      5,589            7,756                     13,421            37,329                  29,484                  220,395                    
10 Regular INDUSTRIAL 3,481                  3,357                2,657          1,979       844          312         299         258               372                        634                  1,192                    3,052                    18,434                      
20 Interrputible INDUSTRIAL 18,764                17,971              17,139        14,741     11,121     8,839      9,532      8,010            10,486                   6,581              12,123                  17,388                  152,695                    
60 Interruptible Transport 12,927                16,834              14,926        16,301     13,465     14,530    14,264    14,819          13,293                   15,658            16,021                  20,369                  183,407                    

Total 298,053             293,624            244,717      199,229   124,903   65,358    54,728    50,245          57,455                   70,733            179,810                286,037               1,924,892                 
10                                  236,807             231,092            190,856      147,226   87,383     34,577    24,501    21,827          25,921                   35,072            114,338                218,795               1,368,396                 
20                                  48,319                45,698              38,935        35,702     24,055     16,251    15,963    13,599          18,241                   20,002            49,452                  46,873                  373,089                    
60                                  12,927                16,834              14,926        16,301     13,465     14,530    14,264    14,819          13,293                   15,658            16,021                  20,369                  183,407                    

Total 298,053             293,624            244,717      199,229   124,903   65,358    54,728    50,245          57,455                   70,733            179,810                286,037               1,924,892                 

Section 2-Not Used
Section 3-Not Used

Section 4-Estimated WN Calendar Sales by Rate (Allocated from Rev Class)
Rate Rev Class 2013 2013 2013 2013 2013 2013 2013 2013 2013 2013 2013 2013 2013 Tariff Base Gas

January February March April May June July August September October November December Annual DTH Variance Price Cost Margin

10 Heating RESIDENTIAL 166,277             139,225            88,838        51,222     39,233     23,463    12,885    12,569          29,579                   56,691            79,110                  143,644               842,736                    (49,114)                 0.5023$             0.30464$    (9,707.82)$                
10 Regular RESIDENTIAL 1,040                  871                   556             320          245          147         81           79                 185                        355                  495                        899                       5,272                         (307)                      0.5023$             0.30464$    (60.73)$                     
10 Regular COMMERCIAL 3,703                  3,150                2,024          1,612       837          528         498         517               847                        1,394              3,976                    3,074                    22,160                      (571)                      0.5023$             0.30464$    (112.95)$                   
10 Heating COMMERCIAL 70,008                59,553              38,267        30,475     15,831     9,990      9,421      9,775            16,014                   26,360            75,173                  58,128                  418,996                    (10,805)                 0.5023$             0.30464$    (2,135.70)$                
20 Interruptible COMMERCIAL 35,899                30,538              19,623        15,627     8,118       5,123      4,831      5,013            8,212                     13,517            38,547                  29,807                  214,854                    (5,541)                   0.2372$             0.19101$    (255.97)$                   
10 Regular INDUSTRIAL 2,197                  2,199                2,035          1,590       855          1,009      1,131      1,062            1,042                     718                  1,692                    3,172                    18,702                      268                       0.5023$             0.30464$    52.89$                      
20 Interrputible INDUSTRIAL 18,200                18,217              16,860        13,166     7,080       8,358      9,369      8,798            8,631                     5,946              14,014                  26,271                  154,911                    2,216                    0.2372$             0.19101$    102.40$                    
60 Interruptible Transport 12,927                16,834              14,926        16,301     13,465     14,530    14,264    14,819          13,293                   15,658            16,021                  20,369                  183,407                    -                        

Total 310,252             270,587            183,129      130,313   85,665     63,148    52,480    52,632          77,803                   120,639          229,028                285,362               1,861,038                 (63,854)                 
10                                  243,226             204,998            131,720      85,219     57,002     35,137    24,016    24,002          47,667                   85,518            160,445                208,916               1,307,866                 (60,530)                 0.5023$             0.30464$    (11,964.32)$             
20                                  54,099                48,755              36,483        28,793     15,198     13,481    14,200    13,811          16,843                   19,463            52,562                  56,077                  369,765                    (3,324)                   0.2372$             0.19101$    (153.58)$                   
60                                  12,927                16,834              14,926        16,301     13,465     14,530    14,264    14,819          13,293                   15,658            16,021                  20,369                  183,407                    -                        

Total 310,252             270,587            183,129      130,313   85,665     63,148    52,480    52,632          77,803                   120,639          229,028                285,362               1,861,038                 (63,854)                 (24,235.79)$             
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Schedule B-2

FMGP - Minnesota
Balance at December 2013

FMGP Regulatory Asset 8,780,000
FMGP Insurance Proceeds (2,024,000)

Unamortized Balance 12/31/13 6,756,000

10 year Amortization 675,600

Total Proposed Annual Recovery 675,600
Current Annual Recovery Reflected in TY (494,017)
Addtl Annual Recovery (10yr Amort) 181,583$
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Schedule B-3

File Name: Attachment B.xlsx
Sheet Name: B-3

Line No.
1 Estimated expenses for this rate case 600,000$

2 Rate case expenses amortized over a 3-year period 200,000$

INTERSTATE POWER AND LIGHT COMPANY

MINNESOTA GAS UTILITY

PRO FORMA ADJUSTMENT TO REFLECT RATE CASE EXPENSES 

YEAR ENDED DECEMBER 31, 2013
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IPL-Minnesota WN Gas Sales
Sales by Rate 

Section 1 -  Billed Sales by Rate
Rate Rev Class 2013 2013 2013 2013 2013 2013 2013 2013 2013 2013 2013 2013 2013

January February March April May June July August September October November December Annual DTH

10 Heating RESIDENTIAL 157,255           152,243            126,985           95,564          59,520           23,958            15,459         13,753            15,574            22,673            67,649             141,217          891,849              
10 Regular RESIDENTIAL 882                   1,067                 860                   547                415                108                 87                 101                 108                  154                 424                  827                  5,579                  
10 Regular COMMERCIAL 1,684               1,701                 1,287                1,024             601                323                 280               273                 318                  870                 11,035             3,335              22,731                
10 Heating COMMERCIAL 73,505             72,724               59,069             48,113          26,003           9,876              8,377           7,442              9,549              10,741            34,038             70,364            429,801              
20 Interruptible COMMERCIAL 29,556             27,727               21,796             20,961          12,934           7,413              6,431           5,589              7,756              13,421            37,329             29,484            220,395              
10 Regular INDUSTRIAL 3,481               3,357                 2,657                1,979             844                312                 299               258                 372                  634                 1,192               3,052              18,434                
20 Interrputible INDUSTRIAL 18,764             17,971               17,139             14,741          11,121           8,839              9,532           8,010              10,486            6,581              12,123             17,388            152,695              
60 Interruptible Transport 12,927             16,834               14,926             16,301          13,465           14,530            14,264         14,819            13,293            15,658            16,021             20,369            183,407              

Total 298,053           293,624            244,717           199,229        124,903         65,358            54,728         50,245            57,455            70,733            179,810           286,037          1,924,892          
10                                  236,807           231,092            190,856           147,226        87,383           34,577            24,501         21,827            25,921            35,072            114,338           218,795          1,368,396          
20                                  48,319             45,698               38,935             35,702          24,055           16,251            15,963         13,599            18,241            20,002            49,452             46,873            373,089              
60                                  12,927             16,834               14,926             16,301          13,465           14,530            14,264         14,819            13,293            15,658            16,021             20,369            183,407              

Total 298,053           293,624            244,717           199,229        124,903         65,358            54,728         50,245            57,455            70,733            179,810           286,037          1,924,892          

Section 2-Not Used
Section 3-Not Used

Section 4-Estimated WN Calendar Sales by Rate (Allocated from Rev Class)
Rate Rev Class 2013 2013 2013 2013 2013 2013 2013 2013 2013 2013 2013 2013 2013 Current therm Current Revenue Adjusted

January February March April May June July August September October November December Annual DTH therms Charge (less fuel) Revenue Needed therm  Charge

10 Heating RESIDENTIAL 166,277.3        139,225.3         88,838.1          51,222.0       39,233.1        23,462.5        12,884.8      12,568.8         29,578.8         56,691.5         79,109.7         143,643.7       842,735.7          8,427,357     0.19769                  1,666,004  2,235,306    0.26524              
10 Regular RESIDENTIAL 1,040.2            871.0                 555.8                320.4             245.4             146.8              80.6              78.6                185.0              354.7              494.9               898.6              5,272.1               52,721           0.19769                  10,423       13,984         0.26524              
10 Regular COMMERCIAL 3,702.6            3,149.6             2,023.9            1,611.8         837.3             528.4              498.3           517.0              847.0              1,394.1           3,975.8            3,074.3           22,159.8            221,598         0.19769                  43,808       58,778         0.26524              
10 Heating COMMERCIAL 70,008.3          59,552.5           38,267.2          30,475.0       15,831.4        9,990.0          9,421.5        9,775.3           16,014.2         26,359.9         75,173.1         58,127.7         418,996.1          4,189,961     0.19769                  828,313     1,111,362    0.26524              
20 Interruptible COMMERCIAL 35,899.1          30,537.5           19,622.8          15,627.0       8,118.1          5,122.7          4,831.2        5,012.6           8,211.8           13,516.9         38,547.4         29,806.9         214,853.9          2,148,539     0.04620                  99,263       133,182       0.06199              
10 Regular INDUSTRIAL 2,197.2            2,199.3             2,035.5            1,589.5         854.7             1,009.1          1,131.0        1,062.2           1,042.0           717.8              1,691.9            3,171.6           18,702.0            187,020         0.19769                  36,972       49,606         0.26524              
20 Interrputible INDUSTRIAL 18,199.8          18,217.5           16,860.1          13,166.5       7,080.0          8,358.4          9,368.6        8,798.2           8,631.4           5,946.0           14,014.2         26,270.6         154,911.1          1,549,111     0.04620                  71,569       96,025         0.06199              
60 Interruptible Transport 12,927.0          16,834.0           14,926.0          16,301.0       13,465.0        14,530.0        14,264.0      14,819.0         13,293.0         15,658.0         16,021.0         20,369.0         183,407.0          1,834,070     0.04619                  84,716       113,664       0.06197              

Total 310,251.5        270,586.8         183,129.3        130,313.2     85,665.0        63,147.9        52,480.0      52,631.7         77,803.2         120,638.8      229,028.0       285,362.3       1,861,037.8       18,610,378   2,841,067  3,811,908    
10                                  243,225.7        204,997.8         131,720.4        85,218.7       57,001.9        35,136.8        24,016.2      24,001.9         47,667.0         85,517.9         160,445.4       208,915.8       1,307,865.7       13,078,657   0.19769                  2,585,520  3,469,036    0.26524              
20                                  54,098.8          48,755.0           36,482.9          28,793.5       15,198.0        13,481.1        14,199.7      13,810.8         16,843.2         19,462.8         52,561.7         56,077.5         369,765.0          3,697,650     0.04620                  170,831     229,207       0.06199              
60                                  12,927.0          16,834.0           14,926.0          16,301.0       13,465.0        14,530.0        14,264.0      14,819.0         13,293.0         15,658.0         16,021.0         20,369.0         183,407.0          1,834,070     0.04619                  84,716       113,664       0.06197              

Total 310,251.5        270,586.8         183,129.3        130,313.2     85,665.0        63,147.9        52,480.0      52,631.7         77,803.2         120,638.8      229,028.0       285,362.3       1,861,037.8       18,610,378   2,841,067  3,811,908    

Increase $ 970,841       
 
Increase % 34%
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Attachment E

Customer Distribution Customer Distribution Customer Distribution
Charge Charge Charge Charge Charge Charge

Residential 5.00$                        0.26524                    5.00$             0.28802             9.50$                        0.23560                 
Commercial 5.00$                        0.26524                    5.00$             0.28802             18.00$                      0.20141                 
Interruptible 14.00$                      0.06199 14.00$          0.06731 165.00$                    0.09082
Transport 200.00$                    0.06197 200.00$        0.06730 275.00$                    0.09082

*The rates used for MERC rates is MERC's rebuttal position for Residential, General Service Small C&I,

Small Volume Interruptible, and Small Volume Interruptible Transport.

Response to OAG Question 1 Response to OAG Question 3Response to OAG Question 2
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          Confidential/Trade Secret 
 
 

Response of 
Interstate Power and Light Company 

to 
State of Minnesota 

Office of The Attorney General 
Information Request No. 108 

  
Docket No.:    G001,G011/PA-14-107 

Date of Request:   March 12, 2014 

Response Due:   March 24, 2014 

Information Requested By:  Ian Dobson 
 
Date Responded:   March 24, 2014 

Author:    Jennifer Janecek 

Author’s Title:   Dir. Tax 

Author’s Telephone No.:  (608) 458-3999 

Subject:  
 
Reference:  
   

 Information Request No. 108 
  

As of December 31, 2013, provide the deferred taxes and ITC balances for IPL that will be 
reported in IPL’s Jurisdictional Annual Report.  Also provide the accounting activity for 
deferred taxes and ITCs for 2013. 
 
Response: 
 
Deferred Taxes, Page G-26 will be filed with the 2013 Annual Report and includes FERC 
Accounts 282 and 283 (see Attachment A).  The summary of 12/31/13 deferred tax 
balances, including FERC Account 190, would be: 
 
Account 190 deferred taxes:  2,355,756 
Account 282 deferred taxes: (4,767,900) 
Account 283 deferred taxes: (   250,203) 
Net Deferred Taxes   (2,662,347) 
 
Page G-26 provides the accounting activity for FERC account 282-283 deferred income 
taxes.  Similarly, debit/credit entries to FERC Account 190 have corresponding debit/credit 
entries to 410.1 and 411.1. 
 
ITC  allocated to Minnesota Gas for 2013 is $1,251. 
 
ITC accounting entries include debits to 255 and credits to 411.4. 

Attachment F



Response to OAG IR No. 108 
Attachment A 

Page 1 of 8Attachment F



Response to OAG IR No. 108 
Attachment A 

Page 2 of 8Attachment F



Response to OAG IR No. 108 
Attachment A 

Page 3 of 8Attachment F



Response to OAG IR No. 108 
Attachment A 

Page 4 of 8Attachment F



Response to OAG IR No. 108 
Attachment A 

Page 5 of 8Attachment F



Response to OAG IR No. 108 
Attachment A 

Page 6 of 8Attachment F



Response to OAG IR No. 108 
Attachment A 

Page 7 of 8Attachment F



Response to OAG IR No. 108 
Attachment A 

Page 8 of 8Attachment F



 
 
 

AFFIDAVIT OF SERVICE 
 
STATE OF MINNESOTA  ) 
    )  ss 
COUNTY OF HENNEPIN  ) 
 
Kristin M. Stastny hereby certifies that on the 4th day of August, 2014, she filed the attached 
Response to the Questions of the Office of the Attorney General – Antitrust and Utilities 
Division on behalf of Interstate Power and Light Company and Minnesota Energy Resources 
Corporation with the E-Docket system and provided service as specified on the attached 
service list. 

 
      
      /s/ Kristin M. Stastny   
      Kristin M. Stastny 
 
Subscribed and sworn to before me 
this 4th Day of August, 2014. 
 
/s/ Alice Jaworski_________   
Notary Public, State of Minnesota 
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Eric Swanson eswanson@winthrop.com Winthrop Weinstine 225 S 6th St Ste 3500
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Company

200 First St SE
										
										Cedar Rapids,
										IA
										52401

Electronic Service No SPL_SL_14-
107_Potentially Interested
Parties
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	Minnesota Department of Commerce
	Information Request No. 5
	Response:
	a. IPL does not currently have information available to calculate revenue requirements for IPL-Minnesota Gas jurisdiction for a 2014 test year. Attachment A has been provided that shows a preliminary estimate of revenue requirements based on a 2013 hi...
	Financial Summary: Overall financial summary
	Schedule A: Income Statement results and revenue requirements after any pro-forma adjustments.
	Schedule B: Pro-forma adjustments to the income statement for FMGP costs amortized over a 10-year period, estimated rate case expenses amortized over a 3-year period and a weather normalization adjustment using Albert Lea weather.
	The FMGP costs reflect estimates for future environmental liability mitigation projects of $4,163,000 for the Albert Lea, Austin, New Ulm, and Owatonna sites, in addition to previously spent, but not yet recovered, remediation expenses of $4,617,000, ...
	Schedule C: Unadjusted Year End 2013 rate base
	Schedule D: Pro-forma adjustments to the rate base
	Schedule E: Year End cost of capital structure using a return on equity of 9.40 percent.
	b. IPL provides Attachment C, which shows the recalculation of per therm costs (in column Q) that are reflected Attachment F, using the revenue requirements calculated in part (a) above.  A reproduction of Attachment F using the revised per therm cost...
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	Attachment F.pdf
	Information Request No. 108
	As of December 31, 2013, provide the deferred taxes and ITC balances for IPL that will be reported in IPL’s Jurisdictional Annual Report.  Also provide the accounting activity for deferred taxes and ITCs for 2013.
	Response:
	Deferred Taxes, Page G-26 will be filed with the 2013 Annual Report and includes FERC Accounts 282 and 283 (see Attachment A).  The summary of 12/31/13 deferred tax balances, including FERC Account 190, would be:
	Account 190 deferred taxes:  2,355,756
	Account 282 deferred taxes: (4,767,900)
	Account 283 deferred taxes: (   250,203)
	Net Deferred Taxes   (2,662,347)
	Page G-26 provides the accounting activity for FERC account 282-283 deferred income taxes.  Similarly, debit/credit entries to FERC Account 190 have corresponding debit/credit entries to 410.1 and 411.1.
	ITC  allocated to Minnesota Gas for 2013 is $1,251.
	ITC accounting entries include debits to 255 and credits to 411.4.




