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m COMMERCE
DEPARTMENT

Before the Minnesota Public Utilities Commission
Comments of the Minnesota Department of Commerce

Docket Nos. G999/CI-21-135 and G011/CI-21-611

. INTRODUCTION

The Minnesota Department of Commerce, Energy Division (Department) provides comments on
Minnesota Energy Resources Corporation’s (MERC or the Company) annual compliance filing
submitted August 1, 2025, for these two dockets. These two dockets can be thought of as two aspects
of the Minnesota Public Utilities Commission’s (Commission, MPUC) response to the costs associated
with the natural gas market’s February 2021 Pricing Event (PE) during Winter Storm Uri. Docket No.
G011/CI-21-611 focused primarily on the recovery of the costs resulting from the February 2021 Pricing
Event.! Docket No. G999/CI-21-135 was more concerned with MERC'’s efforts to improve its ability to
mitigate the risk of short-term price spikes on a forward-looking basis.

MERC’s 2025 annual compliance filing (ACF) was less complicated than its 2024 ACF. Natural gas
wholesale prices across Minnesota and the Upper Midwest during the 2024-2025 heating season did
not demonstrate the short-term price volatility experienced during the January 2024 pricing event.
Thus, MERC didn’t have to comply with the additional reporting requirements regarding rapid gas price
increases included in the Commission’s 2024 ACF Order which superseded those included in the
Minnesota Public Utilities Commission’s (Commission) February 17, 2023, Order.?3

The Company did provide information regarding the ten active reporting requirements the Commission
listed in in those two Orders.

The Commission issued a Notice of Comment (NOC) for MERC’s 2025 ACF on August 11, 2025.

L In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota
Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for
Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MPUC, Order, August 30,
2021, Docket Nos. G999/Cl-21-135 and G011/CI-21-611, (eDockets) 20218-177548-04, issued August 30, 2021 (hereinafter
“August 30" Order”).

2 In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota
Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for
Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MPUC, Order, February
17, 2023, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20232-193249-04, issued February 17, 2023, at
Order Pts. 3-11 (hereinafter “February 17" Order”).

3 In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota
Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for
Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MPUC, Order, February
17, 2023, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20256-219485-01, issued June 2, 2025, at Order Pts.
5-7 (hereinafter “June 2" Order”).
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The Commission included the following questions in the NOC:

e Does the natural gas utilities annual compliance filings comply with the
February 2023 and June 2025 Commission’s Orders?

e Are Great Plains’ conclusions of its voluntary conservation report
reasonable?

e Are the gas utilities’ reports regarding interruptible customer
compliance and incorporation of curtailment calls reasonable?

e Are the gas utilities’ reports regarding hedging, procurement and
customer communication strategies achieving reasonable savings for
ratepayers?

e Should the compliance filings be accepted and approved?

e Should the Commission make any changes to future compliance filing
requirements?

e Are there other issues or concerns related to this matter?

. PROCEDURAL BACKGROUND

February 12 through 22,
2021

August 30, 2021

October 19, 2022

February 17, 2023

August 1, 2023

A combination of significant disruptions in natural gas supply combined
with a sharp rise in natural gas demand, led to an extraordinary increase
in natural gas spot market prices in Minnesota. The effects of the price
spike were amplified by the closure of the wholesale natural gas markets
for the three-day Presidents Day holiday weekend (February 2021 Pricing
Event).

The Commission issued its ORDER GRANTING VARIANCES AND
AUTHORIZING MODIFIED COST RECOVERY SUBJECT TO PRUDENCE
REVIEW, AND NOTICE OF AND ORDER FOR HEARING.*

The Commission issued its ORDER DISALLOWING CERTAIN NATURAL GAS
COSTS AND REQUIRING FURTHER ACTION.®

The Commission issued its ORDER REQUIRING ACTIONS TO MITIGATE
IMPACTS FROM FUTURE NATURAL GAS PRICE SPIKES, SETTING FILING
REQUIREMENTS, AND INITIATING A PROCEEDING TO ESTABLISH GAS

RESOURCE PLANNING REQUIREMENTS.®

MERC filed its 2023 ACF.’

4 August 30" Order, (eDockets) 20218-177548-04.

5 In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota
Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for
Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MPUC, Order, October 19,
2022, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 202210-189970-01.

6 February 17*" Order, (eDockets) 20232-193249-04.

7 In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota
Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for
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November 1, 2023 The Department provided comments on MERC’s 2023 ACF. &

January 26, 2024 MERC submitted a compliance filing on the cost impacts due to extreme
market conditions.®

April 1, 2024 MERC filed its final quarterly compliance and tracking filing for the
surcharge recovery.0

July 30, 2024 The Commission issued an order accepting and approving the Company’s
2023 ACF.1

August 1, 2024 The Company filed its 2024 ACF.12

August 29, 2024 The Commission issued a Notice of Comment period for MERC’s 2024
ACF. 13

Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MERC, Compliance,

August 1, 2023, Docket Nos. G999/CI-21-135 and G011/Cl-21-611, (eDockets) 20238-197916-01, (hereinafter “2023 ACF”).

8 In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota
Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for
Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, Department, Comments,
November 1, 2023, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 202311-200161-02, (hereinafter “2023
Department Comments”).

% In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota
Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for
Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MERC, Compliance,
January 26, 2024, Docket Nos. G999/Cl-21-135 and G011/CI-21-611, (eDockets) 20241-202729-01, (hereinafter “January
2024 Price Spike Filing”).

10 In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota
Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for
Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MERC, Compliance, April

1, 2024, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20244-204868-01, (hereinafter “April 2024 Surcharge
Recovery Filing ”).

11 In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota
Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval
of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MPUC, Order, July 30, 2024, Docket
Nos. G999/CI-21-135 and G011/ClI-21-611, (eDockets) 20247-209084-04, (hereinafter “Order Approving 2023 ACF”).

12 In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota
Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for
Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MERC, Compliance,

August 1, 2024, Docket Nos. G999/Cl-21-135 and G011/CI-21-611, (eDockets) 20248-209178-01, (hereinafter “2024 ACF”).

13 In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota
Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of
a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MPUC, Notice, August 29, 2024, Docket
Nos. G999/CI-21-135 and G011/ClI-21-611, (eDockets) 20248-209854-05, (hereinafter “2024 Commission Notice”).
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December 2-3, 2024 The Department and the Office of the Attorney General Residential

Utilities Division (OAG-RUD) provided comments on MERC’s 2024 ACF.**
15

December 12, 2024 MERC and the Citizens Utility Board of Minnesota (CUB) provided reply
comments.16 7

March 4, 2025 The Commission issued an Order accepting and approving the Company’s
2023-2024 PGA True-up filing.1®

June 2, 2025 The Commission issued an order accepting and approving the Company’s
2024 ACF.%®

August 1, 2025 The Company filed its 2025 ACF.?°

August 11, 2025 The Commission issued a Notice of Comment period for MERC’s 2025
ACF.2

1 In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota
Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for
Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, OAG-RUD, Comments,
December 2, 2024, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 202412-212596-02, (hereinafter “OAG-
RUD 2024 Comments”).

15 In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota
Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for
Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, Department, Comments,
December 3, 2024, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 202412-212654-02, (hereinafter
“Department 2024 Comments”).

18 In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota
Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for
Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MERC, Reply Comments,
December 12, 2024, Docket Nos. G999/Cl-21-135 and G011/CI-21-611, (eDockets) 202412-212953-01, (hereinafter “2024
MERC Reply Comments”).

17 In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota
Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for
Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, CUB, Reply Comments,
December 12, 2024, Docket Nos. G999/Cl-21-135 and G011/CI-21-611, (eDockets) 202412-212947-02, (hereinafter “2024
CUB Reply Comments”).

18 In the Matter of the Review of the 2023-2024 Annual Automatic Adjustment (AAA) Reports and Annual Purchased Gas
Adjustment (PGA) True-up Filings and In the Matter of Minnesota Energy Resources Corp.’s Consolidated System 2023-2024
Annual True-Up Report, MPUC, Order, March 4, 2025, Docket Nos. G999/AA-24-138 and GO11/AA-24-286, (eDockets)
20253-216035-01, (hereinafter “Order Approving 2023- 2024 PGA Filing”).

19 In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota
Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Crop. For Approval of a
Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MPUC, Order, June 2, 2025, Docket Nos.
G999/Cl-21-135 and G011/CI-21-611, (eDockets) 20256-2190485-01, (hereinafter “Order Approving 2024 ACF”).

20 |n the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts
Due to February Extreme Gas Market Conditions, Minnesota Energy Resources Corporation, Compliance, August 1, 2025, Docket
Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20258-221647-01, (hereinafter “2025 ACF”).

21 In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota
Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for
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. DEPARTMENT ANALYSIS

The focus of the Department’s analysis are based on the Commission’s questions included in its NOC.
In addition, the Department reconciles the information in the Company’s 2025 ACF with the ACF
reporting requirements included in the Commission’s February 17 and June 2 Orders.

A. RESPONSES TO COMMISSION’S QUESTIONS

The Department provides its responses to the Commission’s questions follow in the order presented in
the NOC.

A.1. Does the natural gas utilities annual compliance filings comply with the
Commission’s Orders?

The Department concludes that MERC’s 2025 Annual Compliance Filing complies with all the reporting
requirements included in the Commission’s Orders related to this proceeding.

A.2.  Are Great Plains’ conclusions of its voluntary conservation report reasonable?

The topic is not relevant to MERC’s filing, but will be addressed in the Department’s Great Plains
comments.

A.3.  Are the gas utilities’ reports regarding interruptible customer compliance and
incorporation of curtailment calls reasonable?

The Department’s review suggests that MERC’s reports regarding interruptible customer compliance
and incorporation of curtailment calls are reasonable.

A.4.  Are the natural gas utilities’ reports regarding hedging, procurement and
customer communication strategies achieving reasonable savings for ratepayers?

The Department’s review suggests that MERC’s procurement and communications strategies are
providing value and achieving reasonable potential savings to ratepayers.

A.5.  Should the compliance filings be accepted and approved?

The Department recommends the Commission accept and approve MERC’s 2025 ACF.

A.6.  Should the Commission make any changes to future compliance filing
requirements?

Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MPUC, Notice, August 11,
2025, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20258-221932-01, (hereinafter “2025 Commission
Notice”).
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The Department didn’t identify any future changes but will defer on making a recommendation to
Commission until it has the opportunity review comments from other parties.

A.7.  Are there other issues or concerns related to this matter?

The Department did not identify any issues or concerns at this time.
B. SUMMARY OF CHANGES IN MERC’S OPERATIONAL PRACTICES

B.1. Process Improvements Implemented since the February 2021 PE

In a Notice of Comment issued on August 23, 2022, the Commission asked the four affected gas
utilities to respond to the two following topics:

e Each impacted natural gas utility is required to review its gas
contracting, purchasing, hedging, storage, peak-shaving, interruptible,
customer communications and other relevant practices and, by
September 15, 2022, file a plan in its respective docket and in CI-21-
135 on how it will improve or modify its practices to protect ratepayers
from extraordinary natural gas price spikes in the future.

e As part of its plan, each utility shall identify the general timeframe in
which it will implement the modifications, and, if the proposed change
requires modification of tariff, proposed tariff language. 2

In its comments responding to the 2022 Commission Notice, MERC listed five supply-side and three
demand-related modifications it used to help mitigate short-term price spikes.

B.2.  Procurement Practices
The procurement or supply-related changes included:

1) Gas contracting —the Company issued a Request for Proposals (RFP) for call options priced at
the First of Month index rather than daily pricing. MERC noted this product would provide it
with the ability to call on gas supplies when needed without the having exposure to the daily
market prices. Unfortunately, the Company didn’t receive any cost-effective bids for the
requested product.

2) Gas Purchasing — MERC has added baseload supply priced at FOM index and decreased planned
daily purchases thereby reducing its exposure to the daily market.

3) Storage —the Company increased its ANR storage by 5,000 Dth/day and continues searching for
other potential storage options.

22 In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota
Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for
Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MPUC, Notice, August 23,
2022, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20228-188522-03, (hereinafter “2022 Commission
Notice”).
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4) Hedging — MERC continues to use financial futures and call options, while simultaneously
researching new products or services that could help mitigate hedge price risk.

5) Transportation tariff modifications — tailoring the Company’s imbalance penalties such that
they are consistent with the imbalance penalties included in the interstate pipelines’ tariffs.

B.3. Customer Communications

MERC identified three customer communications or demand-related changes:

1) A continuation of the Communication Plan it filed on November 1, 20212, in this proceeding.?*

2) An economic curtailment proposal the Company formulated with the three other rate-
regulated gas utilities.?®

3) Improvements to its daily forecasting protocols for transportation customers, in part by
reclassifying its largest electric generation customer.

These modified practices then formed the basis for the annual compliance filing reporting
requirements included in the Commission’s February 17t" Order. The Department’s analysis separates
the Commission’s current reporting requirements into those two general categories.

C. ANALYSIS

The Department combined its summary of the Company’s 2023 and 2024 ACF’s since the Commission
has approved both filings and discusses the Company’s 2025 ACF separately.

C.1.  Supply Side Issues
C.1.1. Gas Contracting & Purchasing

a. 2023 and 2024 ACFs

MERC explained that it contracted for 30 percent more baseload volumes for the 2022-2023 heating
season than it did for the 2020-2021 heating season. MERC noted that it had continued to pursue the
use of call options priced at the first-of-month (FOM) index, not daily pricing. This financial instrument
provides the Company with the flexibility to call on gas supplies when needed, minimizing the exposure
to the volatility of the daily market. MERC noted that it had some success in negotiating what it called
“Supply Call Options” for the 2024-2025 heating season.

23 MERC’s 2025 ACF says the Communications Plan was filed with the Commission on August 30, 2021, when it was actually
filed November 1, 2021.

24 Ibid at p. 8. The Company noted the difficulties associated with voluntary conservation efforts during price spikes.

25 In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota
Natural Gas Utilities and Customers In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of
a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MERC, Comments, September 15,
2022, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20229-189120-03 (hereinafter “September 2022 Joint
Comments”).
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MERC purchased a little over 25% of its winter needs via daily gas supply for the 2020-2021 heating
season. After the February 2021 PE, the Company began to lower that percentage to lessen its exposure
to price spikes in the daily market. For the 2024-2025, MERC forecasted it would only purchase around
10% of its winter heating season needs via daily contracts. The percentage of the winter heating season
requirements purchased by way of monthly contracts increased during this same period from 34% to
51% for the same reasons the percentage of the daily contracts sourced declined. The percentage of the
winter heating season needs supplied by storage remained constant, declining from 40% to 39%. The
difficulty of securing new storage facilities likely contributed to this result.

b. 2025 ACF

i. Order Points 5 and 6 of the February 17" Order?¢

In its 2025 ACF, the Company stated that it had increased its monthly (base supply) purchases by 20
percent during the 2024-2025 winter season, as compared to 2020-2021.%’

The Company’s 2025 ACF provided the following table listing the percentage of purchases for daily,
monthly and stored natural gas for 2020 through 2025.

Table 1 — Comparison of Forecasted Purchases for the 2020-2021
through 2025-2026 Winter Heating Seasons (%)?%2°

Purchases | 2020 2021 2022 2023 2024 2025

Daily 27% 21% 17% 11% 11% 7%
Monthly 35% 42% 45% 51% 51% 55%
Storage 38% 38% 38% 38% 38% 37%
Total 100.0% | 100.0% | 100.0% | 100.0% | 100.0% | 100.0%

The changes identified in the table —a much lower percentage of natural gas purchased in the daily
market, and a much higher percentage purchased in the monthly market (which mitigates short-term
price spike risk) is clear.

26 These two Order Points are the following: 5. The gas utilities in this docket shall continue exploring the availability and
cost of contracting , hedging and supply options that would provide better protection against price spikes and 6. The gas
utilities in this docket shall consider variations to, and explain their plans to, incorporate a greater degree of baseload
purchases.

272025 ACF, p.6.

28 The categories termed “Monthly” and “Daily” are equivalent to” Baseload” and “Spot”.

29 The Department notes 2021 and 2025 total to 101% and 99%, assuming due to rounding by MERC.

8
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Hence, the Department concludes the Company has modified its contracting and supply options and is
also purchasing more baseload gas, consistent with the Commission’s directive in Order Points 5 and 6
of the February 17t" Order. Hence, the Department concludes MERC has complied with those two
reporting requirements.

C.1.2. Storage

Order Point 7 of the Commission’s February 17" Order addressed the topic of MERC “exploring
modifications to storage inventory management that could preserve withdrawal capabilities for later in
the winter”.

a. 2023 and 2024 ACFs

In its 2024 ACF MERC provided a detailed discussion of its reasoning for using NNG’s Three-Step Firm
Deferred Delivery (FDD) Service Withdrawal Option of its NNG-served service area.3°

Prior to the 2022-2023 winter, MERC explored options for greater
withdrawal capabilities for later in the winter. MERC reviewed the NNG
tariffs for storage service and was able to amend its firm storage contract
to go from a 4-step storage service to a 3-step storage service. In a 4-step
storage service, which MERC had during the 2020-2021 winter, MERC’s
maximum storage withdrawal capability drops by 23% on February 1, and
then drops again on March 1 by another 25%. A 3-step storage service does
not reduce its maximum storage withdrawal capability until February 15,
extending MERC’s full withdrawal rights, which covers MERC for the
highest statistical chance of realizing a peak demand day.

During a conference call with the Company in October 2024, the Department asked about MERC’s
efforts to expand third-party underground storage volumes. The Company responded that it continued
its efforts to secure additional third-party storage.

b. 2025 ACF
The Company stated the following regarding storage inventory management:

MERC was able to come to an agreement with a counterparty to acquire
its NNG storage service on a permanent basis, beginning in the 2023-2024
heating season. Prior to that, MERC negotiated this storage capacity via
short-term capacity releases. MERC’s acquiring the storage capacity on a

30 2024 ACF, at p. 7. The Company was responding to a reporting requirement included in Order Point 2 of the
Commission’s July 30" Order that has since been discontinued.
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permanent basis protects the storage rights for the benefit of customers
long-term.3!

MERC continues to seek out additional storage options to incorporate into its gas supply portfolio on
NNG and/or other Consolidated PGA systems.32

The Department notes MERC's efforts and concludes the Company complied with the reporting
requirement in the Commission’s February 17, 2023, Order at Order Point 7.

C.1.3. Supply Reserve Margin

Order Point 8 of the Commission’s February 17" Order addressed the topic of MERC “committing to
improve its supply reserve margin to minimize these quantities and explain the level of supply reserve
margins in the future”.33

a. 2023 and 2024 ACFs

MERC discussed its efforts to develop a more accurate forecast for its transportation customers. The
Company had some issues with that forecast during the February 2021 PE which affected its supply
reserve margin. The Company discussed this topic in its 2024 ACF revisiting its earlier discussion about
the improvements to the transportation forecast. The small amount of extra gas commodity costs
MERC incurred during the January 2024 PE suggests that the Company’s efforts to improve it supply
reserve margin have been successful.

b. 2025 ACF

The Company provided a discussion of the topic, referencing the same items as in its previous annual
ACFs.

The Department notes the Company’s efforts and concludes MERC complied with the reporting
requirement in the Commission’s February 17, 2023, Order at Order Point 8.

C.1.4. Hedging Gas Prices via Financial Instruments

Order Points 5 and 10 of the February 17" Order reference this topic. Order Point 5 requires the
Company to “explore the availability and cost of contracting, hedging, and supply options for better
protection against price spikes”. Order Point 10 is more concerned with any forward-looking gas
planning or hedging filings.3*

312025 ACF, p. 7.

32 1bid.

33 February 17t Order.
34 Ibid.
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a. 2023 and 2024 ACFs

Regarding hedging, MERC’s most recent filing on this topic, at the time was in Docket no. G011/M-20-
833. The Commission approved the Company’s filing while requiring several reporting requirements.
The rule variances necessary to allow the Company to continue its hedging program were approved
and this approval lapsed on June 30, 2025. On November 19, 2024, MERC filed a petition in Docket No.
G011/M-24-388 for an extension of the rule variances necessary to allow the Company to continue its
hedging program. The Commission approved the variance on March 18, 2025 and the rule variance will
stay in effect until June 30, 2029. MERC’s hedging program is consistent with Xcel’s and CenterPoint’s.
The Company didn’t report any significant changes in any of the compliance filings it submitted during
the past several months prior to the 2024 ACF.

b. 2025 ACF

MERC did not report any significant changes in its 2025 ACF regarding hedging activities. The Company
stated:

MERC’s hedging strategy covers approximately 30 percent of normal
expected winter volumes through financial instruments — approximately
10 percent futures and 20 percent options. While prices have been
relatively stable the past few years, forward winter prices remain high
resulting in the strike price of purchased call options to be high as well.

MERC will continue to utilize financial futures and financial call options, as
part of its hedging portfolio. MERC also continues to review the availability
of other products... that could be implemented to help hedge against
winter price spikes.?®

The Department concludes that the Company has complied with hedging component of Order Point #5
from the Commission’s February 17" Order in its 2025 ACF. Order Point 10 is not addressed by MERC
in the 2025 ACF because MERC provides this information in its demand entitlement dockets.

C.1.5. Peak Shaving

MERC doesn’t have specific reporting requirements regarding peak shaving, unlike CenterPoint and
Xcel. This absence of reporting requirements is reasonable since MERC doesn’t have any peaking
facilities in Minnesota. That situation could change, however, since the Company noted in its 2024 and
2025 ACF that it had identified the Farmington area as a potential site for a new peak shaving facility.
The Company discussed this possibility in its most recent Contract Demand Entitlement filing for its
NNG service area.>®

352025 ACF, p. 4-5.
3 Docket No. G011/M-25-68.
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The Department notes that is reporting requirement may become applicable at some point in the
future.

C.2. Demand-Related Changes

C.2.1. Market Research regarding Customer Responses to
Conservation Calls

Order Point 11 of the February 17" Order requires the Company to: “design plans that study customer
responses to conservation calls.?’

a. 2023 and 2024 ACFs

Both of MERC’s 2023 and 2024 ACFs included a discussion of the Company’s existing practices for
interrupting and curtailing its interruptible customers. The 2023 ACF stated the plan to call only
commercial and industrial (C&I) customers regarding curtailments or conservation efforts. Residential
customers would be contacted via different communications channels. MERC noted limited call center
resources were responsible for this decision. MERC also noted it is designing a study to determine C&l
customers’ reaction to conservation calls and the potential effects of those changes on its gas supply.

The 2024 ACF reported the results of the study concluded a high percentage of residential customers
were willing to lower their thermostats at the Company’s request during periods of high gas prices. C&l
customers were not as willing to voluntarily conserve. MERC’s conclusion was that a call for
conservation of C&I firm sales customers “may not achieve a significant reduction in natural gas
usage.”3®

The OAG-RUD also filed comments and provided recommendations in response to MERC’s 2024 ACF.
Specifically, the OAG-RUD recommended the Commission should require that going forward, as part of
the annual August 1 price spike mitigation reports, the gas utilities report on how they are (1)
improving incorporation of curtailment calls into their gas supply planning processes for both reliability
and economic purposes; and (2) improving interruptible-customer compliance with curtailment
issues.3?

CUB then submitted reply comments supporting OAG-RUD’s recommendations. CUB also included an
additional recommendation requiring the Gas Utilities to continue the reporting obligations initially
outlined in Order Points 3, 5-11 and 14-15 of its February 17" Order.%°

37 February 17th Order.

38 2024 ACF, at p. 9.

39 OAG-RUD 2024 Comments, p. 23.
40 2024 CUB Reply Comments, p. 3.
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In its June 2" Order, the Commission included all of OAG-RUD and CUB’s recommendations at Order
Points 6, 7, and 8. %!

b. 2025 ACF

The Company reiterated the results of the survey conducted in 2024 stating that C&I customers are
willing to conserve however, these customers are dependent upon natural gas for their business and
production activities. Therefore, a call for conservation of C&I customers may not achieve a significant
reduction in natural gas usage.*?

MERC still has its Gas Price Spike Customer Communications Plan in place; hence, the Department
concludes the Company has complied with this reporting requirement.

Regarding the reporting requirements resulting from the Commission’s June 2" Order at Order Points
6 and 7, the Company provided some additional information regarding both these topics. The
Company describes its processes for determining a price spike that would result in curtailment calls. In
addition, MERC noted an annual letter is sent out to customers that communicates expectations of
curtailment obligations, its customer notification system is tested annually, and ensures open
communication channels with customers.

From the Department’s perspective, the information the Company provided is sufficient to conclude
MERC has complied with the requirements of those two order points. As noted previously, the OAG-
RUD proposed the recommendations that resulted in Order Points 6 and 7. CUB supported those same
recommendations and proposed the recommendation that resulted in Order Point 8 in the 2024 ACF
review. Hence, the Department notes that its interpretation of the effort or detail associated with
those reporting requirements may differ from OAG-RUD and CUB.

C.2.2. Curtailment Process Improvements for Economic and
Reliability Purposes

Order Point 6 of the Commission’s June 2" Order requires the Company to use the circumstances of
the event, the prevailing winter, and the status of its fuel inventory to inform its peak-shaving dispatch
decisions.*

As noted above, the Company describes its processes for determining a price spike that would result in
curtailment calls. This process includes performing a design day forecast, followed by assessing several
variables such as pipeline declarations, anticipated supply cuts, and market prices when potential for
severe weather is known. MERC states the following:

41 June 2™ Order at Order Pt 5.
422025 ACF, at p. 8.
43 June 2™ Order, Order Pt. 6.
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If the market is showing indications of a price spike [footnote redacted],
MERC would also strongly consider implementing curtailment calls for
economic purposes to interruptible system sales customers to help
mitigate, or potentially eliminate, the need to make daily-priced
purchases.**

Hence, the Department concludes the Company complied with the reporting requirement.

C.2.3. Interruptible Customer Compliance with Curtailment Orders

Order Point 7 of the Commission’s June 2" Order requires the Company to report, in future August
compliance filings, on how they are improving interruptible customer compliance with curtailment
orders.*

As previously stated, MERC sends out an annual letter to customers that communicates expectations
of curtailment obligations, its customer notification system is tested annually, and ensures open
communication channels with customers.4®

Hence, the Department concludes the Company complied with the reporting requirement.

C.3.  Procedural Update

C.3.1. Reporting Obligations Not Required for Future ACFs

The Commission June 2, Order approved only some of the reporting requirements included in the two
prior Orders relevant to this discussion. Specifically, the Commission approved the reporting
requirements included in Ordering Points 3, 5-11 and 14-15 of the Commission’s February 17, 2023,
Order in its future compliance filings.%’

C.3.2. Reporting obligations from February 17%" Order
discontinued

Order Points 1, 2, 4, 12, 13, 16, 17 and 18 were discontinued. Department Exhibit No. 1 identifies those
reporting requirements or procedural obligations that were discontinued.

C.3.3. Reporting obligation from Order Approving 2023 ACF
discontinued

442025 ACF, at p. 9.
4> June 2™ Order, Order Pt. 7.
46 2025 ACF, at p. 9.
47 June 2™ Order, Order Pt. 8.
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The Order Approving 2023 ACFs only contained two Order Points. Both were discontinued.

C.3.4. Gas IRP Update

The Department didn’t identify any specific information regarding this topic in the Company’s 2025
ACF. The Company had discussed this topic in Initial Comments.*® MERC suggested pursing that issue in
Docket No. G999/CI-21-565, also known as “the future of gas” docket. MERC is participating in that
proceeding and will file a Gas IRP at some point.

This ends the Department’s review of the Commission’s reporting requirements for MERC’s 2025
annual compliance filing in this proceeding.*® The Department also notes that Department Exhibit No.
1 summarizes the historical and current Commission approved reporting requirements for MERC.
Department Exhibit No. 1 also provides a citation as to where the Department addressed that order
point in its Comments.

D. REASONABLENESS OF MERC’S EFFORTS TO MITIGATE THE RISK OF SHORT-
TERM NATURAL GAS PRICE SPIKES

Three of the topics the Commission identified in its 2025 NOC include the term “reasonable” % !
An internet search using the term “reasonableness meaning in law” resulted in the following
description:

In legal terms, reasonableness refers to behavior or decisions that align
with what an average, prudent person would consider fair or appropriate
in a similar situation. It serves as a standard for assessing the fairness and
justifiability of actions or decisions, often used in determining liability and
conduct in various legal contexts. Essentially, it means doing what a
reasonable person would do under the circumstances, ensuring the parties
act sensibly and not excessively demanding or harmful.>?

The Department’s interpretation of this term is that the result of the process changes the Commission
required the Company or the Company chose to perform should result in MERC acquiring natural gas
at prices below those the Company paid for natural gas during the Winter Storm Uri Pricing Event.

48 |nitial Comments filing submitted September 15, 2022, at p. 10 -11.

9 The Department is not commenting on the topics covered by those Order Points not included in Order Point 8 but
included in the February 17" Order. Those topics include: 1) Rejection of the economic trigger for interruptible customer
curtailment; 2) Updates to existing interruptible tariffs; 3) Participation in the North American Standards Board (NAESB)
focused on efforts to improve the force majeure language in the NAESB standard contract; and 4) CenterPoint and Xcel-
specific reporting requirement regarding peak-shaving decisions.

502025 Commission Notice, p. 2.

51 The two topics relevant to MERC refer to its interruptible customer compliance and curtailment calls and its strategies for
achieving reasonable savings for ratepayers via its hedging, procurement and customer communications processes.

52 See “reasonableness meaning in law” search results using Microsoft Copilot and Edge.
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D.1. Reasonableness of MERC’s Hedging, Procurement and Customer Communication
Strategies for Achieving Reasonable Savings for Ratepayers and Interruptible
Customer Compliance and Incorporation of Curtailment Calls

D.1.1. Prices for Natural Gas Purchased during the 2024-2025 Winter Season

As noted in the Introduction, MERC didn’t purchase any natural gas during the 2024-2025 winter
season that met the Commission’s threshold criterion of exceeding five time the gas commodity cost
included in the Company’s current monthly PGA.>3 >4

Hence, there was no data produced during the 2024-2025 heating season that would allow the
Department to estimate the reasonableness of the Company’s efforts for this period.

However, MERC did experience natural gas prices that met the Commission’s threshold criterion of
exceeding five time the gas commodity cost included in the Company’s current monthly PGA during
the 2023-2024 heating season.>®

Fortunately, the weather conditions and the corresponding effects on the supply of natural gas to
Minnesota were not as severe during January 2024 Pricing Event as was experienced during the Winter
Storm Uri PE.

D.1.2. Price of Gas Delivered During the January 2024 Pricing Event

The Company’s efforts to mitigate short-term price risk resulted in much lower outlay for gas costs
related to the February 2024 PE compared to the January 2021 PE. Table 2 provides that comparison.

Table 2 — Comparison of MERC’s Gas Commodity Costs for the February 2021 and January 2024
Pricing Events>®

Cost/Recovery Percentage Feb
Event Mechanism Amount (S) 2021 PE Cost (%)
Feb. 2021 PE
AAA $ 13,625,525 18.0%
Extraordinary
Gas Costs $61,975,993 82.0%
Total $ 75,601,407 100.0%
Jan. 2024 PE
Daily Gas Cost
Greater than 5x
PGA S 285,832 0.378%

53 June 2™ Order, at Order Pt 9.
542025 ACF, p. 2.

55 January 2024 Price Spike Filing, p. 2.
56 Department 2024 Comments, p. 16.
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A comparative analysis of the Company’s efforts compared to that of two of the other three Minnesota
rate-regulated gas utilities requesting recovery of high gas costs associated with the January 2021 may
also be of value. Table 3 provides that comparison. >’

The Department included the total costs for each of the pricing events in Table 3 to illustrate the
magnitude of the costs associated with the two events. MERC incurred very few extra gas costs during
the 2024 PE. That result suggests the Company’s efforts were reasonable.

Table 3 — Comparison of MERC’s Gas Commodity Costs for the February 2021 and January 2024
Pricing Events to CenterPoint, and Great Plains Natural Gas’ Gas Commodity Costs

% of Feb 2021 PE

Company Event Description Amount ($) Costs
Great Plains Feb. 2021 |Total S 12,608,301 [NA

Jan. 2024 |Gas Cost greater than 5x PGA S 778,880 6.18%
MERC Feb. 2021 |Total S 75,601,407 [NA

Jan. 2024 |Gas Cost greater than 5x PGA S 285,832 0.38%
CenterPoint [Feb. 2021 [Total S 466,100,182 |NA

Jan. 2024 |Gas Cost greater than 5x PGA S 46,975,064 10.08%
Feb 2021 Total S 554,309,890
Jan 2024 Total S 48,039,776 8.67%

The Department also asked MERC whether it had initiated any significant modifications to the various
processes it had used to achieve this result during the 2024 PE in several information requests (IRs) for
the 2025-2026 heating season.>® The Company’s response to each of those IRs was that it had not
modified those processes.>®

The combination of the results of the 2024 February PE and the Company’s statements that it has not
changed it processes for the 2025-2026 heating season support a conclusion that MERC’s efforts
relative to its hedging, procurement and custom communication strategies are reasonable.

D.1.3. Reasonableness of MERC’s Interruptible Customer Compliance and
Incorporation of Curtailment Calls

The Department discussed CPE’s efforts to comply with the Commission’s requirements regarding the
Company’s Interruptible Customer Compliance and Incorporation of Curtailment Calls earlier in this
document and concluded that a lack of data prevented the development of any analysis. By default,
the Department concluded the Company had complied with the Commission’s reporting requirements.
The Department adopts a similar stance regarding this question. CenterPoint has made efforts in these
areas. the Department cannot evaluate the reasonableness of those efforts if the program hasn’t been

57 Xcel classified the information in Table 3 as Trade Secret. Hence, the Department didn’t include it.
58 See Attachment DOC-1-C.
59 Ibid. Responses to IRs 89-94 and 96-97.
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utilized. Hence, the Department defaults to a conclusion that CPE’s efforts are reasonable given
current information.

E. EXTRAORDINARY GAS COST-RECOVERY

E.1 Recovery of Extraordinary Gas Costs

On April 1, 2024, MERC filed its final quarterly report related to the recovery of costs associated with
February 2021 gas market conditions. The combined under-recovery balance for this account was
$809,818.%° The Company also stated that it would seek approval from the Commission of that under-
recovered balance via the Annual Automatic Adjustment (AAA) Report that was to be filed September
1, 2024, consistent with past Commission Orders.®?

In Department IR #98 the Department asked if MERC had completely recovered the $809,818 under-
recovery in the 2024 AAA Report.®2 The Company confirmed that it had.®

The Commission approved the Company’s 2024 PGA True-up on March 4, 2025.%* The Department
concludes that MERC has been provided an option for complete cost recovery of the Winter Strom Uri
costs and has no further comment or recommendation.

V. RECOMMENDATIONS

Based on analysis of MERC’s 2025 ACF and the information in the record, the Department has prepared
recommendations, which are provided below. The recommendations correspond to the subheadings
of Section Ill above.

A. RESPONSE TO COMMISSION QUESTIONS
The Department:

e A.l.-concludes MERC’s 2025 ACF complies with the Commission’s Orders in this proceeding.

e A.2.—this topicis not relevant to MERC.

e A.3.— concludes the reports regarding interruptible customer compliance and incorporation of
curtailment calls in MERC’s 2025 ACF are reasonable.

e A.4.— concludes the information regarding hedging, procurement and customer
communication in MERC’s 2025 ACF are reasonable.

80 April 2024 Surcharge Recovery Filing, p. 2.

61 August 30" Order, Order Pt. 6.

62 Docket No. G999/AA-24-138.

83 See Attachment DOC-2-C.

4 Order Approving 2023-2024 PGA Filing, Order Pt. 7.
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e A.5—-recommends the Commission approve MERC’s 2025 ACF for these two dockets and not
require additional reporting requirements related to other issues or concerns related to this
matter.5°

e A.6-—did not identify any required additional changes to future compliance filing requirements
but will defer making a recommendation until it can review other party’s comments.

e A.7-did not identify any issues or concerns at this time.

B. SUMMARY OF MERC’S GAS PRACTICES COMMENTS
The Department has no recommendations for this section.
C. ANALYSIS

The Department:

e C.1.—recommends the Commission find MERC complied with the relevant reporting
requirements reviewed in the following sections:

C.1.1. — Gas Contracting and Purchasing.

C.1.2. - Storage.

C.1.3 —Supply Reserve Margin.

C.1.4 — Hedging Gas Prices via Financial Instruments.
o C1.5-Peak-Shaving.

e C.2-recommends the Commission find MERC complied with the relevant reporting
requirements reviewed in the following sections:
o C.2.1-Market Research.
o C.2.2—|Interruptible Curtailment Calls.
o C.2.3—|Interruptible Customer Compliance.

O O O O

D. REASONABLENESS OF MERC’S EFFORTS TO MITIGATE THE RISK OF SHORT-
TERM NATURAL GAS PRICE SPIKES

e D.1.2 -recommends the Commission find MERC’s efforts reasonable and approve.
e D.1.3.-recommends the Commission find MERC’s efforts reasonable and approve.

E. STATUS OF MERC’S EXTRAORDINARY GAS COST RECOVERY

The Department has no recommendations regarding this section.

55 The Department’s recommendations for A.5 and A.6 are conditional. If other interested parties identify additional
changes or issues or concerns, the Department reserves the right to modify those recommendations.
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Attachments
Title Description Topic
MERC's responses to IRs asked in
DOC-1-C Department IRs 89-97 response to 2025 ACF
MERC's response to IR 98 asked in
DOC-2-C Department IR 98 response to extraordinary gas cost
recovery
Exhibits
Title Description Topic

Exhibit DOC-1-C

Summary of Past and Current
Reporting Requirements

Summary of February 17th Order,
July 30th Order and June 2nd
Order Reporting Requirements

20




Docket Nos. G999/CI-21-135 and G011/CI-21-611

DOC-1-C
m COMMERCE
© DEPARTMENT

Page 1of 9
Minnesota Department of Commerce
85 7th Place East | Suite 280 | St. Paul, MN 55101
Information Request

Docket Number: G011/Cl-21-611 CONonpublic KPublic
Requested From: Joylyn Hoffman-Maleug, MERC Date of Request: 10/27/2025
Type of Inquiry: General Response Due: 11/06/2025

SEND RESPONSE VIA EMAIL TO: Utility.Discovery@state.mn.us as well as the assigned analyst(s).
Assigned Analyst(s): John Kundert

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

Phone Number(s): 651-539-1740

ADDITIONAL INSTRUCTIONS:

Each response must be submitted as a text searchable PDF, unless otherwise directed. Please include the docket
number, request number, and respondent name and title on the answers. If your response contains Trade Secret data,
please include a public copy.

Request Number: 89
Topic: Processes for Providing Protection Against Price Spikes
Reference(s): August 1, 2025, Annual Compliance Filing, page 3
Fitipig; pdiroBesses for Providing Protection Against Price Spikes Reference(s): August 1, 2025, Annual Compliance
Request:

1. Hasthe Company made any significant changes to its processes for providing protection for ratepayers against
short-term price spikes over the past 12 months?

2. |If applicable, please provide the rationale for those changes and include estimates of the costs and benefits of
that effort to ratepayers.

MERC Response:

1. MERC has continued their processes for providing protection for ratepayers against short-term price spikes,
with no significant changes over the past 12 months. Please see MERC’s August 1, 2025 Compliance filing in
Docket No. G011/CI-21-611, pages 3 — 5 for information on modifications and/or improvements historically
made to MERC’s gas contracting, purchasing, hedging, storage, peak shaving and other relevant practices, along
with practices conducted in the 2025-2026 winter heating season.

2. n/a

To be completed by responder

Response Date: 11/6/2025

Response by: Josh Fieber

Email Address: Joshua.fieber@wecenergygroup.com
Phone Number: 920-433-1805
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Docket Number: G011/Cl-21-611 CONonpublic KPublic
Requested From: Joylyn Hoffman-Maleug, MERC Date of Request: 10/27/2025
Type of Inquiry: General Response Due: 11/06/2025

SEND RESPONSE VIA EMAIL TO: Utility.Discovery@state.mn.us as well as the assigned analyst(s).
Assigned Analyst(s): John Kundert

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

Phone Number(s): 651-539-1740

ADDITIONAL INSTRUCTIONS:

Each response must be submitted as a text searchable PDF, unless otherwise directed. Please include the docket
number, request number, and respondent name and title on the answers. If your response contains Trade Secret data,
please include a public copy.

Request Number: 90

Topic: Financial Hedging

Reference(s): August 1, 2025, Annual Compliance Filing, page 4
Request:

1. Hasthe Company made any significant changes to its processes for hedging some portion of its winter heating
season supply using financial instruments over the past 12 months?

2. If applicable, please provide the rationale for those changes and include estimates of the costs and benefits of
that effort to ratepayers.

MERC Response:

1. In March 2025, MERC received approval by the Minnesota Public Utilities Commission in Docket No.
G011/M-24-388 for extension of rule variances to recover costs of financial instruments through the
Purchase Gas Adjustment (PGA). In that filing, MERC provided support in the continuation of using
Financial Futures and Financial Calls for up to 30 percent of its total projected heating season sales
volume for the combined MERC system each year. Given this was an extension of the previously approved
program, MERC has not had any significant changes to its processes for hedging some portion of its winter
heating season supply using financial instruments over the past 12 months.

Please see MERC’s August 1, 2025 Compliance filing in Docket No. G011/ClI-21-611, pages 4 — 5 for
information on MERC’s hedging practices. Additionally, per the Commission’s April 9, 2021 Order in
Docket No. G011/M-20-833, MERC provides a full post-mortem analysis of its hedged volumes for the
preceding heating season compared to other hedging strategies and the prevailing market prices strategy
in each Annual Automatic Adjustment Report filed with the Commission.

2. n/a

To be completed by responder

Response Date: 11/6/2025

Response by: Josh Fieber

Email Address: Joshua.fieber@wecenergygroup.com
Phone Number: 920-433-1805
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Minnesota Department of Commerce

85 7th Place East | Suite 280 | St. Paul, MN 55101
Information Request

Docket Number: G011/Cl-21-611 CONonpublic XIPublic
Requested From: Joylyn Hoffman-Maleug, MERC Date of Request: 10/27/2025
Type of Inquiry: General Response Due: 11/06/2025

SEND RESPONSE VIA EMAIL TO: Utility.Discovery@state.mn.us as well as the assigned analyst(s).
Assigned Analyst(s): John Kundert

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

Phone Number(s): 651-539-1740

ADDITIONAL INSTRUCTIONS:

Each response must be submitted as a text searchable PDF, unless otherwise directed. Please include the docket
number, request number, and respondent name and title on the answers. If your response contains Trade Secret data,
please include a public copy.

Request Number: 91

Topic: Incorporating a Greater Degree of Baseload Purchases
ReferensgSdinorating 2 GPUEHSE BepPiw P ROLA CorppliansefLiling, page 6
Request:

1. Hasthe Company made any significant changes to its processes for incorporating more baseload purchases
into its winter season supply over the past 12 months?

2. |If applicable, please provide the rationale for those changes and include estimates of the costs and benefits of
that effort to ratepayers.

MERC Response:

1. MERC has not made any significant changes to its processes for incorporating more baseload purchases
into its winter season supply over the past 12 months. MERC has continued its process of considering and soliciting for
products priced off of First of Month (FOM) prices versus daily prices. MERC has maintained its level of baseload purchases
in order to not overbuy to MERCs total projected heating season sales volume, but has been successful in contracting for
other products priced off of FOM prices versus daily prices. Please see MERC’s August 1, 2025 Compliance filing in
Docket No. G011/CI-21-611, page 6 per the table, this allowed for MERC to further reduce its exposure to daily prices on
a design day.

2. n/a

To be completed by responder

Response Date: 11/6/2025

Response by: Josh Fieber

Email Address: Joshua.fieber@wecenergygroup.com
Phone Number: 920-433-1805
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Minnesota Department of Commerce
85 7th Place East | Suite 280 | St. Paul, MN 55101
Information Request

Docket Number: G011/Cl-21-611 CONonpublic XIPublic
Requested From: Joylyn Hoffman-Maleug, MERC Date of Request: 10/27/2025
Type of Inquiry: General Response Due: 11/06/2025

SEND RESPONSE VIA EMAIL TO: Utility.Discovery@state.mn.us as well as the assigned analyst(s).
Assigned Analyst(s): John Kundert

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

Phone Number(s): 651-539-1740

ADDITIONAL INSTRUCTIONS:

Each response must be submitted as a text searchable PDF, unless otherwise directed. Please include the docket
number, request number, and respondent name and title on the answers. If your response contains Trade Secret data,
please include a public copy.

Request Number: 92

Topic: Modifications to Storage Inventory Management

Reference(s): August 1, 2025, Annual Compliance Filing, page 6
Request:

1. Hasthe Company made any significant modifications to its storage inventory management processes relative
its winter season supply over the past 12 months?

2. |If applicable, please provide the rationale for those changes and include estimates of the costs and benefits of
that effort to ratepayers.

MERC Response:

1. MERC has not made any significant modifications to its storage inventory management processes relative
to its winter season supply over the past 12 months. Please see MERC’s August 1, 2025 Compliance filing
in Docket No. GO11/CI-21-611, pages 6 — 7 for information on modifications historically made to MERC’s
storage inventory management processes, along with practices conducted in the 2025-2026 winter heating
season.

2. n/a

To be completed by responder

Response Date: 11/6/2025

Response by: Josh Feiber

Email Address: Joshua.fieber@wecenergygroup.com
Phone Number: 920-433-1805



Docket Nos. G999/CI-21-135 and G011/ClI-21-611

DOC-1-C
Page 5 of 9
m COMMERCE
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Minnesota Department of Commerce

85 7th Place East | Suite 280 | St. Paul, MN 55101
Information Request

Docket Number: G011/Cl-21-611 CONonpublic XIPublic
Requested From: Joylyn Hoffman-Maleug, MERC Date of Request: 10/27/2025
Type of Inquiry: General Response Due: 11/06/2025

SEND RESPONSE VIA EMAIL TO: Utility.Discovery@state.mn.us as well as the assigned analyst(s).
Assigned Analyst(s): John Kundert

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

Phone Number(s): 651-539-1740

ADDITIONAL INSTRUCTIONS:

Each response must be submitted as a text searchable PDF, unless otherwise directed. Please include the docket
number, request number, and respondent name and title on the answers. If your response contains Trade Secret data,
please include a public copy.

TEaguesy NURREErve Ma?3in Minimization Processes

Topic: Supply Reserve Margin Minimization Processes
Reference(s): August 1, 2025, Annual Compliance Filing, page 6
Request:

1. Hasthe Company made any significant modifications improvements regarding its efforts to minimize its supply
reserve margin over the past 12 months?

2. |If applicable, please provide the rationale for those changes and include estimates of the costs and benefits of
that effort to ratepayers.

MERC Response:

1. MERC has not made any significant modifications to its supply reserve margin over the past 12 months.
Please see MERC’s August 1, 2025 Compliance filing in Docket No. G011/CI-21-611, page 7 for information on
improvements historically made to MERC’s supply reserve margin practices.

2.n/a

To be completed by responder

Response Date: 11/6/2025

Response by: Josh Fieber

Email Address: Joshua.fieber@wecenergygroup.com
Phone Number: 920-433-1805
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Minnesota Department of Commerce
85 7th Place East | Suite 280 | St. Paul, MN 55101
Information Request

Docket Number: G011/CI-21-611 CONonpublic XIPublic
Requested From: Joylyn Hoffman-Maleug, MERC Date of Request: 10/27/2025
Type of Inquiry: General Response Due: 11/06/2025

SEND RESPONSE VIA EMAIL TO: Utility.Discovery@state.mn.us as well as the assigned analyst(s).
Assigned Analyst(s): John Kundert

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

Phone Number(s): 651-539-1740

ADDITIONAL INSTRUCTIONS:

Each response must be submitted as a text searchable PDF, unless otherwise directed. Please include the docket
number, request number, and respondent name and title on the answers. If your response contains Trade Secret data,
please include a public copy.

Request Number: 94

Topic: Geographic Diversity of Supply

Reference(s): August 1, 2025, Annual Compliance Filing, page 3-4
Request:

1. Hasthe Company made any significant changes to its process for increasing the geographic diversity of supply
over the past 12 months?

2. [If applicable, please provide the rationale for those changes and include estimates of the costs and benefits of
that effort to ratepayers.

MERC Response:

1. MERC has not made any significant changes to its process for increasing the geographic diversity of supply over
the past 12 months. Consistent with the Commission’s February 17, 2023 Order Point 9 language, MERC
provides information on supply diversity in its Demand Entitlement dockets. MERC’s 2025 Demand Entitlement
filings have been made in Docket Nos. G011/M-25-68 and G011/M-25-69.

2. n/a

To be completed by responder

Response Date: 11/6/2025

Response by: Josh Fieber

Email Address: Joshua.fieber@wecenergygroup.com
Phone Number: 920-433-1805
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Minnesota Department of Commerce
85 7th Place East | Suite 280 | St. Paul, MN 55101
Information Request

Docket Number: G011/CI-21-611 CONonpublic XIPublic
Requested From: Joylyn Hoffman-Maleug, MERC Date of Request: 10/27/2025
Type of Inquiry: General Response Due: 11/06/2025

SEND RESPONSE VIA EMAIL TO: Utility.Discovery@state.mn.us as well as the assigned analyst(s).
Assigned Analyst(s): John Kundert

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

Phone Number(s): 651-539-1740

ADDITIONAL INSTRUCTIONS:

Each response must be submitted as a text searchable PDF, unless otherwise directed. Please include the docket
number, request number, and respondent name and title on the answers. If your response contains Trade Secret data,
please include a public copy.

Request Number: 95

Topic: Customer Responses to Conservation Calls
Reference(s): August 1, 2025, Annual Compliance Filing, page 8
Request:

1. Hasthe Company performed any research related to customer responses to conservation calls over the past 12
months?

2. |If applicable, please describe those efforts and the effects of the research that has been completed on MERC’s
various processes and protocols.

3. Is MERC planning to perform additional studies regarding customer responses to conservation calls?

4. If applicable, please describe the goal research.

MERC Response:

1. The Company has not performed any research related to customer responses to conservation calls over
the past 12 months.

2. n/a

3. Based on the Company’s Gas Price Spike Customer Communications Plan filed in Docket Nos. G999/Cl-21-
135 and G011/CI-21-611, MERC will conduct customer outreach for conservation during gas price spike
events. In the event the Company implements its Gas Price Spike Customer Communications Plan in the
future, the Company will review models of our expected gas usage without conservation and compare
that to what the actual usage was during a conservation call.

4. This type of study may provide the Company the ability to analyze the impacts of customer reaction to the
conservation call, and associated impact on customer usage. If a customer call for conservation should
occur, the Company will report our findings in the applicable August 1 compliance filing.

To be completed by responder

Response Date: 11/6/2025

Response by: Joylyn Hoffman Malueg

Email Address: Joylyn.hoffmanmalueg@wecenergygroup.com
Phone Number: 414-221-4208
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Minnesota Department of Commerce
85 7th Place East | Suite 280 | St. Paul, MN 55101
Information Request

Docket Number: G011/CI-21-611 CONonpublic XIPublic
Requested From: Joylyn Hoffman-Maleug, MERC Date of Request: 10/27/2025
Type of Inquiry: General Response Due: 11/06/2025

SEND RESPONSE VIA EMAIL TO: Utility.Discovery@state.mn.us as well as the assigned analyst(s).
Assigned Analyst(s): John Kundert

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

Phone Number(s): 651-539-1740

ADDITIONAL INSTRUCTIONS:

Each response must be submitted as a text searchable PDF, unless otherwise directed. Please include the docket
number, request number, and respondent name and title on the answers. If your response contains Trade Secret data,
please include a public copy.

Request Number: 96

Topic: Interruptible Customer Curtailment for Reliability and Economic Purposes
Reference(s): August 1, 2025, Annual Compliance Filing, pages 8-9

Request:

1. Hasthe Company made any significant changes or improvements to its processes for increasing the use of
customer curtailments during price spikes into their gas supply planning processes for both reliability and
economic purposes over the past 12 months?

2. |If applicable, please provide the rationale for those changes and include estimates of the costs and benefits of
that effort to ratepayers.

MERC Response:

1. MERC has not made significant changes to its processes for the use of customer curtailments during
price spikes events. As explained in MERC’s August 1, 2025 Compliance filing in Docket No.
G011/CI-21-611, pages 8-9, MERC has an identified process in place that it will continue to use in
identifying, and executing, during future price spike events.

2. n/a

To be completed by responder

Response Date: 11/6/2025

Response by: Josh Fieber

Email Address: Joshua.fieber@wecenergygroup.com
Phone Number: 920-433-1805
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Minnesota Department of Commerce

85 7th Place East | Suite 280 | St. Paul, MN 55101
Information Request

Docket Number: G011/Cl-21-611 CONonpublic XIPublic
Requested From: Joylyn Hoffman-Maleug, MERC Date of Request: 10/27/2025
Type of Inquiry: General Response Due: 11/06/2025

SEND RESPONSE VIA EMAIL TO: Utility.Discovery@state.mn.us as well as the assigned analyst(s).
Assigned Analyst(s): John Kundert

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

Phone Number(s): 651-539-1740

ADDITIONAL INSTRUCTIONS:

Each response must be submitted as a text searchable PDF, unless otherwise directed. Please include the docket
number, request number, and respondent name and title on the answers. If your response contains Trade Secret data,
please include a public copy.

Request Number: 97

Topic: Pipeline Capacity Contracts
Reference(s): None

Request:

1. Hasthe Company made any significant changes or improvements to its processes for using its transportation
capacity on interstate or in-state pipelines (gas purchased during the heating season using different contract
terms) to mitigate the risk of short-term price spikes over the past 12 months?

2. |If applicable, please provide the rationale for those changes and include estimates of the costs and benefits of
that effort to ratepayers.

MERC Response:

1. MERC's process is to continuously monitor the pipelines for changes to their tariffs and services
which may provide opportunities for improvements that could mitigate impacts of price spikes. To date,
there has been no such opportunities. As such, MERC has not made significant changes or improvements to
its processes for using its transportation capacity to mitigate the risk of short-term price spikes over the past
12 months. Price spike events typically require near-full capacity utilization of MERC’s transportation
capacity, and on such days, MERC needs to use the capacity on the specific path, from the primary gate
station MERC receives gas, to the primary gate stations it is delivering gas to, to retain its firm rights. This is
critical during severe cold events and/or price spike events to maintain reliable delivery of gas.

2. n/a

To be completed by responder

Response Date: 11/6/2025

Response by: Josh Fieber

Email Address: Joshua.fieber@wecenergygroup.com
Phone Number: 920-433-1805
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Information Request

Docket Number: G011/CI-21-611 CONonpublic XIPublic
Requested From: Joylyn Hoffman-Maleug, MERC Date of Request: 10/27/2025
Type of Inquiry: General Response Due: 11/06/2025

SEND RESPONSE VIA EMAIL TO: Utility.Discovery@state.mn.us as well as the assigned analyst(s).
Assigned Analyst(s): John Kundert

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

Phone Number(s): 651-539-1740

ADDITIONAL INSTRUCTIONS:

Each response must be submitted as a text searchable PDF, unless otherwise directed. Please include the docket
number, request number, and respondent name and title on the answers. If your response contains Trade Secret data,
please include a public copy.

Request Number: 98
Topic: Extraordinary Gas Cost Recovery
Reference(s): In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a

Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, Docket
No. G011/ClI-21-611, Order Adopting Settlement Agreement (Oct 19. 2022) Order Point5.
Docket No. G999/AA 24-138, MERC Initial Filing, submitted August 30, 2024.

Request:

1. Has MERC completely recovered the extraordinary gas costs resulting from approved by the Commission
related to Winter Storm Uri?

MERC Response:

1. Yes. As of December 2023, MERC collected $61,166,064 of the $61,975,882 extraordinary gas costs
via the Commission authorized Severe Weather Cost Recovery surcharge. Per the Commission’s
October 19, 2022 decision in Docket No. G011/CI-21-611, the difference, an under-collection of
$809,818, was addressed by incorporation into the 2023-2024 Annual Automatic Adjustment
(“AAA”) Report’s gas true-up factor, as filed on August 30, 2024 in Docket No. G999/AA-24-138. The
Commission approved MERC’s 2023-2024 AAA Report on March 4, 2025. The 2023-2024 AAA
Report gas true-up factor was recovered from customers over the time period of September 1, 2024
through August 31, 2025, making recovery of the total $61,975,882 extraordinary gas costs
complete.

To be completed by responder

Response Date: 11/6/2025

Response by: Joylyn Hoffman Malueg

Email Address: Joylyn.hoffmanmalueg@wecenergygroup.com
Phone Number: 414-221-4208



Department Exhibit No. 1 Summary of Past and Current Reporting Requirements Docket Nos. G999/M-21-135 G004/M-21-611
DOC Exhibit 1-C

Page 1of1
Order Date Order Point Topic/Action Action Current Status MERC Complied? DOC Comments Citation
February 17th Order 2/17/2023
1 Trigger for Economic Curtaiilment Denied Removed in 2025 ACF Order Not Applicable (NA) Order Pt. 8 of June 2 Order
2 Update Existing Interruptible Tariffs Approved Removed in 2025 ACF Order NA Order Pt. 8 of June 2 Order
3 14 day compliance filing for high gas prices Approved Procedural NA Order Pt. 9 of June 2 Order
4 NAESB - changing force majure language Approved Removed in 2025 ACF Order NA Order Pt. 8 of June 2 Order
Price spike mitigation using contracting, hedging,
5 and supply options Approved Active Yes pages 7-12
6 Additional Baseload Purchases Approved Active Yes pages 7-9
7 Storage Inventory Modifications Approved Active Yes pages 9-10
8 Supply Reserve Margin Approved Active Yes page 10
See Dockets G011/M-25-
9 Supply Diversity Approved Active - in Demand Entitlement (DE) filing 68 & G011/25-69 NA
See Dockets G011/M-25-
10 Forecasted Supply Mixes Approved Active - but in DE or Planning 68 &G011/ 25-69 NA
Research on Customer Responses to
11 Conservation Calls Approved Active Yes pages 12-13
12 CPE-only peak-shaving requirement Approved Removed in 2025 ACF Order NA NA
13 Xcel-only peak-shaving requirement. Approved Removed in 2025 ACF Order NA NA
CPE and Xcel-only requirement economic
14 dispatch/peak-shaving resources Approved Not relevant to MERC. NA NA
15 Annual compliance filing requirement Approved Procedural Yes procedural
16 Gas IRP process approved for MERC, CPE and Xcel Approved Discontinued in 2025 ACF Order NA Order Pt. 8 of June 2 Order
17 Gas IRP budget requirement Approved Discontinued in 2025 ACF Order NA Order Pt. 8 of June 2 Order
18 Procedural Approved Procedural Yes procedural
2023 Compliance 7/30/2024
1 Accepting and approving 2023 compliance filngs Approved Discontinued in 2025 ACF Order NA NA
2 Storage Service Option Evaluations Approved Discontinued in 2025 ACF Order NA NA
2024 Compliance 6/2/2025
1 CenterPoint 2024 ACF Approved Not relevant to MERC NA NA
2 Great Plains 2024 ACF Approved Not relevant to MERC Yes NA
3 MERC 2024 ACF Approved Active NA procedural
4 Xcel 2024 ACF Approved Not relevant to MERC NA NA
5 Great Plains report on voluntary conservation Approved Not relevant to MERC NA NA
Curtailment process improvements for economic
6 and reliability purposes Approved Active Yes pages 13-14
Interruptible customer compliance with
7 curtailment orders Approved Active Yes page 14
See February 17th Order Order
8 Identification of Active Reporting Requirements Approved Procedural Yes Pts. 1-4, 12, 16 and 17 above.
Modification of Reporting Times for Price Spike
9 Event Approved Procedural Yes procedural
10 ACF - Still required Approved Procedural Yes 2025 ACF
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Sasha Bergman

Executive Secretary

Minnesota Public Utilities Commission

121 7th Place East, Suite 350

St. Paul, Minnesota 55101-2147





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

	Docket Nos. G999/CI-21-135 and G011/CI-21-611 





Dear Ms. Bergman:



Attached are the comments of the Minnesota Department of Commerce (Department) in the following matter:



In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota Natural Gas Utilities and Customers

In the Matter of a Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions 

Minnesota Energy Resources Corporation (MERC) filed its 2025 annual compliance filing in this proceeding on August 1, 2025. 



The Department recommends the Minnesota Public Utilities Commission approve MERC’s 2025 annual compliance filing and is available to answer any questions the Minnesota Public Utilities Commission may have.





Sincerely,





/s/ Dr. SYDNIE LIEB    

Assistant Commissioner of Regulatory Analysis 
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Before the Minnesota Public Utilities Commission

		Comments of the Minnesota Department of Commerce



Docket Nos. G999/CI-21-135 and G011/CI-21-611 





[bookmark: _Toc174055957]INTRODUCTION 

The Minnesota Department of Commerce, Energy Division (Department) provides comments on Minnesota Energy Resources Corporation’s (MERC or the Company) annual compliance filing submitted August 1, 2025, for these two dockets. These two dockets can be thought of as two aspects of the Minnesota Public Utilities Commission’s (Commission, MPUC) response to the costs associated with the natural gas market’s February 2021 Pricing Event (PE) during Winter Storm Uri. Docket No. G011/CI-21-611 focused primarily on the recovery of the costs resulting from the February 2021 Pricing Event.[footnoteRef:2] Docket No. G999/CI-21-135 was more concerned with MERC’s efforts to improve its ability to mitigate the risk of short-term price spikes on a forward-looking basis.  [2:  In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MPUC, Order, August 30, 2021, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20218-177548-04, issued August 30, 2021 (hereinafter “August 30th Order”). ] 




MERC’s 2025 annual compliance filing (ACF) was less complicated than its 2024 ACF. Natural gas wholesale prices across Minnesota and the Upper Midwest during the 2024-2025 heating season did not demonstrate the short-term price volatility experienced during the January 2024 pricing event. Thus, MERC didn’t have to comply with the additional reporting requirements regarding rapid gas price increases included in the Commission’s 2024 ACF Order which superseded those included in the Minnesota Public Utilities Commission’s (Commission) February 17th, 2023, Order.[footnoteRef:3],[footnoteRef:4]  [3:  In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MPUC, Order, February 17, 2023, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20232-193249-04, issued February 17, 2023, at Order Pts. 3-11 (hereinafter “February 17th Order”). ]  [4:  In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MPUC, Order, February 17, 2023, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20256-219485-01, issued June 2, 2025, at Order Pts. 5-7 (hereinafter “June 2nd Order”). ] 




The Company did provide information regarding the ten active reporting requirements the Commission listed in in those two Orders. 



The Commission issued a Notice of Comment (NOC) for MERC’s 2025 ACF on August 11th, 2025.





The Commission included the following questions in the NOC:



· [bookmark: _Hlk182475622]Does the natural gas utilities annual compliance filings comply with the February 2023 and June 2025 Commission’s Orders?

· Are Great Plains’ conclusions of its voluntary conservation report reasonable?

· Are the gas utilities’ reports regarding interruptible customer compliance and incorporation of curtailment calls reasonable?

· Are the gas utilities’ reports regarding hedging, procurement and customer communication strategies achieving reasonable savings for ratepayers?

· Should the compliance filings be accepted and approved?

· Should the Commission make any changes to future compliance filing requirements?

· Are there other issues or concerns related to this matter?

[bookmark: _Toc174055958]PROCEDURAL BACKGROUND 

		[bookmark: _Toc174055959]February 12 through 22, 2021

		A combination of significant disruptions in natural gas supply combined with a sharp rise in natural gas demand, led to an extraordinary increase in natural gas spot market prices in Minnesota. The effects of the price spike were amplified by the closure of the wholesale natural gas markets for the three-day Presidents Day holiday weekend (February 2021 Pricing Event). 



		August 30, 2021

		The Commission issued its ORDER GRANTING VARIANCES AND AUTHORIZING MODIFIED COST RECOVERY SUBJECT TO PRUDENCE REVIEW, AND NOTICE OF AND ORDER FOR HEARING.[footnoteRef:5] [5:  August 30th Order, (eDockets) 20218-177548-04.] 




		October 19, 2022

		The Commission issued its ORDER DISALLOWING CERTAIN NATURAL GAS COSTS AND REQUIRING FURTHER ACTION.[footnoteRef:6] [6:  In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MPUC, Order, October 19, 2022, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 202210-189970-01. ] 




		February 17, 2023

		The Commission issued its ORDER REQUIRING ACTIONS TO MITIGATE IMPACTS FROM FUTURE NATURAL GAS PRICE SPIKES, SETTING FILING REQUIREMENTS, AND INITIATING A PROCEEDING TO ESTABLISH GAS RESOURCE PLANNING REQUIREMENTS.[footnoteRef:7] [7:  February 17th Order, (eDockets) 20232-193249-04. ] 




		August 1, 2023

		MERC filed its 2023 ACF.[footnoteRef:8]  [8:  In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MERC, Compliance, August 1, 2023, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20238-197916-01 , (hereinafter “2023 ACF”). ] 




		November 1, 2023 

		The Department provided comments on MERC’s 2023 ACF. [footnoteRef:9]  [9:  In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, Department, Comments, November 1, 2023, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 202311-200161-02, (hereinafter “2023 Department Comments”). ] 




		January 26, 2024

		MERC submitted a compliance filing on the cost impacts due to extreme market conditions.[footnoteRef:10] [10:  In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MERC, Compliance, January 26, 2024, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20241-202729-01, (hereinafter “January 2024 Price Spike Filing”). ] 




		April 1, 2024

		MERC filed its final quarterly compliance and tracking filing for the surcharge recovery.[footnoteRef:11] [11:  In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MERC, Compliance, April 1, 2024, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20244-204868-01, (hereinafter “April 2024 Surcharge Recovery Filing ”). ] 




		July 30, 2024

		The Commission issued an order accepting and approving the Company’s 2023 ACF.[footnoteRef:12] [12:  In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MPUC, Order, July 30, 2024, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20247-209084-04, (hereinafter “Order Approving 2023 ACF”). ] 




		August 1, 2024

		The Company filed its 2024 ACF.[footnoteRef:13]  [13:  In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MERC, Compliance, August 1, 2024, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20248-209178-01, (hereinafter “2024 ACF”). ] 




		August 29, 2024

		The Commission issued a Notice of Comment period for MERC’s 2024 ACF. [footnoteRef:14] [14:  In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MPUC, Notice, August 29, 2024, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20248-209854-05, (hereinafter “2024 Commission Notice”). ] 




		December 2-3, 2024

		The Department and the Office of the Attorney General Residential Utilities Division (OAG-RUD) provided comments on MERC’s 2024 ACF.[footnoteRef:15], [footnoteRef:16]  [15:  In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, OAG-RUD, Comments, December 2, 2024, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 202412-212596-02, (hereinafter “OAG-RUD 2024 Comments”). ]  [16:  In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, Department, Comments, December 3, 2024, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 202412-212654-02, (hereinafter “Department 2024 Comments”). ] 




		December 12, 2024

		MERC and the Citizens Utility Board of Minnesota (CUB) provided reply comments.[footnoteRef:17], [footnoteRef:18] [17:  In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MERC, Reply Comments, December 12, 2024, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 202412-212953-01, (hereinafter “2024 MERC Reply Comments”). ]  [18:  In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, CUB, Reply Comments, December 12, 2024, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 202412-212947-02, (hereinafter “2024 CUB Reply Comments”). ] 




		March 4, 2025

		The Commission issued an Order accepting and approving the Company’s 2023-2024 PGA True-up filing.[footnoteRef:19] [19:  In the Matter of the Review of the 2023-2024 Annual Automatic Adjustment (AAA) Reports and Annual Purchased Gas Adjustment (PGA) True-up Filings and In the Matter of Minnesota Energy Resources Corp.’s Consolidated System 2023-2024 Annual True-Up Report, MPUC, Order, March 4, 2025, Docket Nos. G999/AA-24-138 and G011/AA-24-286, (eDockets) 20253-216035-01, (hereinafter “Order Approving 2023- 2024 PGA Filing”). ] 




		June 2, 2025

		The Commission issued an order accepting and approving the Company’s 2024 ACF.[footnoteRef:20] [20:  In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Crop. For Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MPUC, Order, June 2, 2025, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20256-2190485-01, (hereinafter “Order Approving 2024 ACF”). ] 




		August 1, 2025

		The Company filed its 2025 ACF.[footnoteRef:21]  [21:  In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, Minnesota Energy Resources Corporation, Compliance, August 1, 2025, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20258-221647-01, (hereinafter “2025 ACF”). ] 




		August 11, 2025

		The Commission issued a Notice of Comment period for MERC’s 2025 ACF.[footnoteRef:22] [22:  In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MPUC, Notice, August 11, 2025, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20258-221932-01, (hereinafter “2025 Commission Notice”). ] 






DEPARTMENT ANALYSIS 

The focus of the Department’s analysis are based on the Commission’s questions included in its NOC. In addition, the Department reconciles the information in the Company’s 2025 ACF with the ACF reporting requirements included in the Commission’s February 17 and June 2 Orders. 

[bookmark: _Hlk180578627]RESPONSES TO COMMISSION’S QUESTIONS

The Department provides its responses to the Commission’s questions follow in the order presented in the NOC. 

0. Does the natural gas utilities annual compliance filings comply with the Commission’s Orders?



The Department concludes that MERC’s 2025 Annual Compliance Filing complies with all the reporting requirements included in the Commission’s Orders related to this proceeding. 



Are Great Plains’ conclusions of its voluntary conservation report reasonable?



The topic is not relevant to MERC’s filing, but will be addressed in the Department’s Great Plains comments. 

 

Are the gas utilities’ reports regarding interruptible customer compliance and incorporation of curtailment calls reasonable?



The Department’s review suggests that MERC’s reports regarding interruptible customer compliance and incorporation of curtailment calls are reasonable. 



Are the natural gas utilities’ reports regarding hedging, procurement and customer communication strategies achieving reasonable savings for ratepayers?



The Department’s review suggests that MERC’s procurement and communications strategies are providing value and achieving reasonable potential savings to ratepayers. 



Should the compliance filings be accepted and approved?



The Department recommends the Commission accept and approve MERC’s 2025 ACF.



Should the Commission make any changes to future compliance filing requirements?



The Department didn’t identify any future changes but will defer on making a recommendation to Commission until it has the opportunity review comments from other parties. 



Are there other issues or concerns related to this matter?



The Department did not identify any issues or concerns at this time.

[bookmark: _Hlk182395771]SUMMARY OF changes in merc’s operational practices 

[bookmark: _Hlk182302885] Process Improvements Implemented since the February 2021 PE



In a Notice of Comment issued on August 23, 2022, the Commission asked the four affected gas utilities to respond to the two following topics:



· Each impacted natural gas utility is required to review its gas contracting, purchasing, hedging, storage, peak-shaving, interruptible, customer communications and other relevant practices and, by September 15, 2022, file a plan in its respective docket and in CI-21-135 on how it will improve or modify its practices to protect ratepayers from extraordinary natural gas price spikes in the future.

· As part of its plan, each utility shall identify the general timeframe in which it will implement the modifications, and, if the proposed change requires modification of tariff, proposed tariff language. [footnoteRef:23]  [23:  In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota Natural Gas Utilities and Customers and In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MPUC, Notice, August 23, 2022, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20228-188522-03, (hereinafter “2022 Commission Notice”). ] 




In its comments responding to the 2022 Commission Notice, MERC listed five supply-side and three demand-related modifications it used to help mitigate short-term price spikes. 

[bookmark: _Hlk215467776]

Procurement Practices 



The procurement or supply-related changes included:



1) Gas contracting – the Company issued a Request for Proposals (RFP) for call options priced at the First of Month index rather than daily pricing. MERC noted this product would provide it with the ability to call on gas supplies when needed without the having exposure to the daily market prices. Unfortunately, the Company didn’t receive any cost-effective bids for the requested product.

2) Gas Purchasing – MERC has added baseload supply priced at FOM index and decreased planned daily purchases thereby reducing its exposure to the daily market.

3) Storage – the Company increased its ANR storage by 5,000 Dth/day and continues searching for other potential storage options.

4) Hedging – MERC continues to use financial futures and call options, while simultaneously researching new products or services that could help mitigate hedge price risk.

5) Transportation tariff modifications – tailoring the Company’s imbalance penalties such that they are consistent with the imbalance penalties included in the interstate pipelines’ tariffs.



Customer Communications 



MERC identified three customer communications or demand-related changes:



1) A continuation of the Communication Plan it filed on November 1, 2021[footnoteRef:24], in this proceeding.[footnoteRef:25]  [24:  MERC’s 2025 ACF says the Communications Plan was filed with the Commission on August 30, 2021, when it was actually filed November 1, 2021.]  [25:  Ibid at p. 8. The Company noted the difficulties associated with voluntary conservation efforts during price spikes.] 


2) An economic curtailment proposal the Company formulated with the three other rate-regulated gas utilities.[footnoteRef:26] [26:  In the Matter of a Commission Investigation into the Impact of Severe Weather in February 2021 on Impacted Minnesota Natural Gas Utilities and Customers In the Matter of the Petition of Minnesota Energy Resources Corporation for Approval of a Recovery Process for Cost Impacts Due to February Extreme Gas Market Conditions, MERC, Comments, September 15, 2022, Docket Nos. G999/CI-21-135 and G011/CI-21-611, (eDockets) 20229-189120-03 (hereinafter “September 2022 Joint Comments”). ] 


3) Improvements to its daily forecasting protocols for transportation customers, in part by reclassifying its largest electric generation customer.



[bookmark: _Hlk213754019]These modified practices then formed the basis for the annual compliance filing reporting requirements included in the Commission’s February 17th Order. The Department’s analysis separates the Commission’s current reporting requirements into those two general categories.

ANALYSIS

The Department combined its summary of the Company’s 2023 and 2024 ACF’s since the Commission has approved both filings and discusses the Company’s 2025 ACF separately. 



Supply Side Issues

Gas Contracting & Purchasing 

a. 2023 and 2024 ACFs



MERC explained that it contracted for 30 percent more baseload volumes for the 2022-2023 heating season than it did for the 2020-2021 heating season. MERC noted that it had continued to pursue the use of call options priced at the first-of-month (FOM) index, not daily pricing. This financial instrument provides the Company with the flexibility to call on gas supplies when needed, minimizing the exposure to the volatility of the daily market. MERC noted that it had some success in negotiating what it called “Supply Call Options” for the 2024-2025 heating season.

MERC purchased a little over 25% of its winter needs via daily gas supply for the 2020-2021 heating season. After the February 2021 PE, the Company began to lower that percentage to lessen its exposure to price spikes in the daily market. For the 2024-2025, MERC forecasted it would only purchase around 10% of its winter heating season needs via daily contracts. The percentage of the winter heating season requirements purchased by way of monthly contracts increased during this same period from 34% to 51% for the same reasons the percentage of the daily contracts sourced declined. The percentage of the winter heating season needs supplied by storage remained constant, declining from 40% to 39%. The difficulty of securing new storage facilities likely contributed to this result.

b. 2025 ACF 

i. Order Points 5 and 6 of the February 17th Order[footnoteRef:27]  [27:  These two Order Points are the following: 5. The gas utilities in this docket shall continue exploring the availability and cost of contracting , hedging and supply options that would provide better protection against price spikes and 6. The gas utilities in this docket shall consider variations to, and explain their plans to, incorporate a greater degree of baseload purchases.] 




In its 2025 ACF, the Company stated that it had increased its monthly (base supply) purchases by 20 percent during the 2024-2025 winter season, as compared to 2020-2021.[footnoteRef:28]  [28:  2025 ACF, p.6.] 




The Company’s 2025 ACF provided the following table listing the percentage of purchases for daily, monthly and stored natural gas for 2020 through 2025.



Table 1 – Comparison of Forecasted Purchases for the 2020-2021 through 2025-2026 Winter Heating Seasons (%)[footnoteRef:29],[footnoteRef:30] [29:  The categories termed “Monthly” and “Daily” are equivalent to” Baseload” and “Spot”. ]  [30:  The Department notes 2021 and 2025 total to 101% and 99%, assuming due to rounding by MERC. ] 


		Purchases

		2020

		2021

		2022

		2023

		2024

		2025



		Daily

		27%

		21%

		17%

		11%

		11%

		7%



		Monthly 

		35%

		42%

		45%

		51%

		51%

		55%



		Storage

		38%

		38%

		38%

		38%

		38%

		37%



		Total

		100.0%

		100.0%

		100.0%

		100.0%

		100.0%

		100.0%







The changes identified in the table – a much lower percentage of natural gas purchased in the daily market, and a much higher percentage purchased in the monthly market (which mitigates short-term price spike risk) is clear.



[bookmark: _Hlk213840264]Hence, the Department concludes the Company has modified its contracting and supply options and is also purchasing more baseload gas, consistent with the Commission’s directive in Order Points 5 and 6 of the February 17th Order. Hence, the Department concludes MERC has complied with those two reporting requirements.

Storage 



[bookmark: _Hlk213840435]Order Point 7 of the Commission’s February 17th Order addressed the topic of MERC “exploring modifications to storage inventory management that could preserve withdrawal capabilities for later in the winter”. 

c. 2023 and 2024 ACFs



In its 2024 ACF MERC provided a detailed discussion of its reasoning for using NNG’s Three-Step Firm Deferred Delivery (FDD) Service Withdrawal Option of its NNG-served service area.[footnoteRef:31]  [31:  2024 ACF, at p. 7. The Company was responding to a reporting requirement included in Order Point 2 of the Commission’s July 30th Order that has since been discontinued.] 




Prior to the 2022-2023 winter, MERC explored options for greater withdrawal capabilities for later in the winter. MERC reviewed the NNG tariffs for storage service and was able to amend its firm storage contract to go from a 4-step storage service to a 3-step storage service. In a 4-step storage service, which MERC had during the 2020-2021 winter, MERC’s maximum storage withdrawal capability drops by 23% on February 1, and then drops again on March 1 by another 25%. A 3-step storage service does not reduce its maximum storage withdrawal capability until February 15, extending MERC’s full withdrawal rights, which covers MERC for the highest statistical chance of realizing a peak demand day.



During a conference call with the Company in October 2024, the Department asked about MERC’s efforts to expand third-party underground storage volumes. The Company responded that it continued its efforts to secure additional third-party storage. 

d. 2025 ACF



The Company stated the following regarding storage inventory management:



MERC was able to come to an agreement with a counterparty to acquire its NNG storage service on a permanent basis, beginning in the 2023-2024 heating season. Prior to that, MERC negotiated this storage capacity via short-term capacity releases. MERC’s acquiring the storage capacity on a permanent basis protects the storage rights for the benefit of customers long-term.[footnoteRef:32]  [32:  2025 ACF, p. 7.] 




MERC continues to seek out additional storage options to incorporate into its gas supply portfolio on NNG and/or other Consolidated PGA systems.[footnoteRef:33]  [33:  Ibid. ] 




The Department notes MERC’s efforts and concludes the Company complied with the reporting requirement in the Commission’s February 17, 2023, Order at Order Point 7.

Supply Reserve Margin 



Order Point 8 of the Commission’s February 17th Order addressed the topic of MERC “committing to improve its supply reserve margin to minimize these quantities and explain the level of supply reserve margins in the future”.[footnoteRef:34]  [34:  February 17th Order.] 


e. 2023 and 2024 ACFs



MERC discussed its efforts to develop a more accurate forecast for its transportation customers. The Company had some issues with that forecast during the February 2021 PE which affected its supply reserve margin. The Company discussed this topic in its 2024 ACF revisiting its earlier discussion about the improvements to the transportation forecast. The small amount of extra gas commodity costs MERC incurred during the January 2024 PE suggests that the Company’s efforts to improve it supply reserve margin have been successful. 

f. [bookmark: _Hlk213841491]2025 ACF



The Company provided a discussion of the topic, referencing the same items as in its previous annual ACFs.



The Department notes the Company’s efforts and concludes MERC complied with the reporting requirement in the Commission’s February 17, 2023, Order at Order Point 8.

Hedging Gas Prices via Financial Instruments

Order Points 5 and 10 of the February 17th Order reference this topic. Order Point 5 requires the Company to “explore the availability and cost of contracting, hedging, and supply options for better protection against price spikes”. Order Point 10 is more concerned with any forward-looking gas planning or hedging filings.[footnoteRef:35] [35:  Ibid.] 






g. 2023 and 2024 ACFs



Regarding hedging, MERC’s most recent filing on this topic, at the time was in Docket no. G011/M-20-833. The Commission approved the Company’s filing while requiring several reporting requirements. The rule variances necessary to allow the Company to continue its hedging program were approved and this approval lapsed on June 30, 2025. On November 19, 2024, MERC filed a petition in Docket No. G011/M-24-388 for an extension of the rule variances necessary to allow the Company to continue its hedging program. The Commission approved the variance on March 18, 2025 and the rule variance will stay in effect until June 30, 2029. MERC’s hedging program is consistent with Xcel’s and CenterPoint’s. The Company didn’t report any significant changes in any of the compliance filings it submitted during the past several months prior to the 2024 ACF. 

h. 2025 ACF



MERC did not report any significant changes in its 2025 ACF regarding hedging activities. The Company stated:

MERC’s hedging strategy covers approximately 30 percent of normal expected winter volumes through financial instruments – approximately 10 percent futures and 20 percent options. While prices have been relatively stable the past few years, forward winter prices remain high resulting in the strike price of purchased call options to be high as well.



MERC will continue to utilize financial futures and financial call options, as part of its hedging portfolio. MERC also continues to review the availability of other products… that could be implemented to help hedge against winter price spikes.[footnoteRef:36] [36:  2025 ACF, p. 4-5.] 




The Department concludes that the Company has complied with hedging component of Order Point #5 from the Commission’s February 17th Order in its 2025 ACF. Order Point 10 is not addressed by MERC in the 2025 ACF because MERC provides this information in its demand entitlement dockets. 

Peak Shaving 



MERC doesn’t have specific reporting requirements regarding peak shaving, unlike CenterPoint and Xcel. This absence of reporting requirements is reasonable since MERC doesn’t have any peaking facilities in Minnesota. That situation could change, however, since the Company noted in its 2024 and 2025 ACF that it had identified the Farmington area as a potential site for a new peak shaving facility. The Company discussed this possibility in its most recent Contract Demand Entitlement filing for its NNG service area.[footnoteRef:37] [37:  Docket No. G011/M-25-68.] 




[bookmark: _Hlk180578848]The Department notes that is reporting requirement may become applicable at some point in the future.



Demand-Related Changes

Market Research regarding Customer Responses to Conservation Calls



[bookmark: _Hlk213922678]Order Point 11 of the February 17th Order requires the Company to: “design plans that study customer responses to conservation calls.[footnoteRef:38]  [38:  February 17th Order.] 


i. [bookmark: _Hlk213922894]2023 and 2024 ACFs



Both of MERC’s 2023 and 2024 ACFs included a discussion of the Company’s existing practices for interrupting and curtailing its interruptible customers. The 2023 ACF stated the plan to call only commercial and industrial (C&I) customers regarding curtailments or conservation efforts. Residential customers would be contacted via different communications channels. MERC noted limited call center resources were responsible for this decision. MERC also noted it is designing a study to determine C&I customers’ reaction to conservation calls and the potential effects of those changes on its gas supply. 



The 2024 ACF reported the results of the study concluded a high percentage of residential customers were willing to lower their thermostats at the Company’s request during periods of high gas prices. C&I customers were not as willing to voluntarily conserve. MERC’s conclusion was that a call for conservation of C&I firm sales customers “may not achieve a significant reduction in natural gas usage.”[footnoteRef:39]  [39:  2024 ACF, at p. 9.] 




The OAG-RUD also filed comments and provided recommendations in response to MERC’s 2024 ACF. Specifically, the OAG-RUD recommended the Commission should require that going forward, as part of the annual August 1 price spike mitigation reports, the gas utilities report on how they are (1) improving incorporation of curtailment calls into their gas supply planning processes for both reliability and economic purposes; and (2) improving interruptible-customer compliance with curtailment issues.[footnoteRef:40] [40:  OAG-RUD 2024 Comments, p. 23.] 




CUB then submitted reply comments supporting OAG-RUD’s recommendations. CUB also included an additional recommendation requiring the Gas Utilities to continue the reporting obligations initially outlined in Order Points 3, 5-11 and 14-15 of its February 17th Order.[footnoteRef:41] [41:  2024 CUB Reply Comments, p. 3.] 




In its June 2nd Order, the Commission included all of OAG-RUD and CUB’s recommendations at Order Points 6, 7, and 8. [footnoteRef:42]  [42:  June 2nd Order at Order Pt 5.] 


j. 2025 ACF



The Company reiterated the results of the survey conducted in 2024 stating that C&I customers are willing to conserve however, these customers are dependent upon natural gas for their business and production activities. Therefore, a call for conservation of C&I customers may not achieve a significant reduction in natural gas usage.[footnoteRef:43]  [43:  2025 ACF, at p. 8. ] 




MERC still has its Gas Price Spike Customer Communications Plan in place; hence, the Department concludes the Company has complied with this reporting requirement. 



Regarding the reporting requirements resulting from the Commission’s June 2nd Order at Order Points 6 and 7, the Company provided some additional information regarding both these topics. The Company describes its processes for determining a price spike that would result in curtailment calls. In addition, MERC noted an annual letter is sent out to customers that communicates expectations of curtailment obligations, its customer notification system is tested annually, and ensures open communication channels with customers. 



[bookmark: _Hlk213919063]From the Department’s perspective, the information the Company provided is sufficient to conclude MERC has complied with the requirements of those two order points. As noted previously, the OAG-RUD proposed the recommendations that resulted in Order Points 6 and 7. CUB supported those same recommendations and proposed the recommendation that resulted in Order Point 8 in the 2024 ACF review. Hence, the Department notes that its interpretation of the effort or detail associated with those reporting requirements may differ from OAG-RUD and CUB. 

Curtailment Process Improvements for Economic and Reliability Purposes



Order Point 6 of the Commission’s June 2nd Order requires the Company to use the circumstances of the event, the prevailing winter, and the status of its fuel inventory to inform its peak-shaving dispatch decisions.[footnoteRef:44]  [44:  June 2nd Order, Order Pt. 6.] 




[bookmark: _Hlk214952290]As noted above, the Company describes its processes for determining a price spike that would result in curtailment calls. This process includes performing a design day forecast, followed by assessing several variables such as pipeline declarations, anticipated supply cuts, and market prices when potential for severe weather is known. MERC states the following: 



If the market is showing indications of a price spike [footnote redacted], MERC would also strongly consider implementing curtailment calls for economic purposes to interruptible system sales customers to help mitigate, or potentially eliminate, the need to make daily-priced purchases.[footnoteRef:45] [45:  2025 ACF, at p. 9. ] 




 Hence, the Department concludes the Company complied with the reporting requirement.

Interruptible Customer Compliance with Curtailment Orders



[bookmark: _Hlk214950056]Order Point 7 of the Commission’s June 2nd Order requires the Company to report, in future August compliance filings, on how they are improving interruptible customer compliance with curtailment orders.[footnoteRef:46]  [46:  June 2nd Order, Order Pt. 7.] 




As previously stated, MERC sends out an annual letter to customers that communicates expectations of curtailment obligations, its customer notification system is tested annually, and ensures open communication channels with customers.[footnoteRef:47] [47:  2025 ACF, at p. 9.] 




Hence, the Department concludes the Company complied with the reporting requirement.



Procedural Update

Reporting Obligations Not Required for Future ACFs



The Commission June 2, Order approved only some of the reporting requirements included in the two prior Orders relevant to this discussion. Specifically, the Commission approved the reporting requirements included in Ordering Points 3, 5-11 and 14-15 of the Commission’s February 17, 2023, Order in its future compliance filings.[footnoteRef:48]  [48:  June 2nd Order, Order Pt. 8.] 


[bookmark: _Hlk214976913][bookmark: _Hlk214977050]Reporting obligations from February 17th Order discontinued 



Order Points 1, 2, 4, 12, 13, 16, 17 and 18 were discontinued. Department Exhibit No. 1 identifies those reporting requirements or procedural obligations that were discontinued.

Reporting obligation from Order Approving 2023 ACF discontinued 



The Order Approving 2023 ACFs only contained two Order Points. Both were discontinued.



Gas IRP Update



The Department didn’t identify any specific information regarding this topic in the Company’s 2025 ACF. The Company had discussed this topic in Initial Comments.[footnoteRef:49] MERC suggested pursing that issue in Docket No. G999/CI-21-565, also known as “the future of gas” docket. MERC is participating in that proceeding and will file a Gas IRP at some point. [49:  Initial Comments filing submitted September 15, 2022, at p. 10 -11.] 




This ends the Department’s review of the Commission’s reporting requirements for MERC’s 2025 annual compliance filing in this proceeding.[footnoteRef:50] The Department also notes that Department Exhibit No. 1 summarizes the historical and current Commission approved reporting requirements for MERC. Department Exhibit No. 1 also provides a citation as to where the Department addressed that order point in its Comments. [50:  The Department is not commenting on the topics covered by those Order Points not included in Order Point 8 but included in the February 17th Order. Those topics include: 1) Rejection of the economic trigger for interruptible customer curtailment; 2) Updates to existing interruptible tariffs; 3) Participation in the North American Standards Board (NAESB) focused on efforts to improve the force majeure language in the NAESB standard contract; and 4) CenterPoint and Xcel-specific reporting requirement regarding peak-shaving decisions.] 




reasonableness of MERC’s efforts to mitigate the risk of short-term natural gas price spikes

[bookmark: _Hlk182386329]Three of the topics the Commission identified in its 2025 NOC include the term “reasonable”.[footnoteRef:51], [footnoteRef:52]  [51:  2025 Commission Notice, p. 2. ]  [52:  The two topics relevant to MERC refer to its interruptible customer compliance and curtailment calls and its strategies for achieving reasonable savings for ratepayers via its hedging, procurement and customer communications processes.] 


An internet search using the term “reasonableness meaning in law” resulted in the following description: 



In legal terms, reasonableness refers to behavior or decisions that align with what an average, prudent person would consider fair or appropriate in a similar situation. It serves as a standard for assessing the fairness and justifiability of actions or decisions, often used in determining liability and conduct in various legal contexts. Essentially, it means doing what a reasonable person would do under the circumstances, ensuring the parties act sensibly and not excessively demanding or harmful.[footnoteRef:53] [53:  See “reasonableness meaning in law” search results using Microsoft Copilot and Edge.] 




The Department’s interpretation of this term is that the result of the process changes the Commission required the Company or the Company chose to perform should result in MERC acquiring natural gas at prices below those the Company paid for natural gas during the Winter Storm Uri Pricing Event. 

[bookmark: _Hlk214188069] 

[bookmark: _Hlk183343301][bookmark: _Hlk182295086]Reasonableness of MERC’s Hedging, Procurement and Customer Communication Strategies for Achieving Reasonable Savings for Ratepayers and Interruptible Customer Compliance and Incorporation of Curtailment Calls

Prices for Natural Gas Purchased during the 2024-2025 Winter Season 



As noted in the Introduction, MERC didn’t purchase any natural gas during the 2024-2025 winter season that met the Commission’s threshold criterion of exceeding five time the gas commodity cost included in the Company’s current monthly PGA.[footnoteRef:54], [footnoteRef:55]  [54:  June 2nd Order, at Order Pt 9.]  [55:  2025 ACF, p. 2.] 




Hence, there was no data produced during the 2024-2025 heating season that would allow the Department to estimate the reasonableness of the Company’s efforts for this period.



However, MERC did experience natural gas prices that met the Commission’s threshold criterion of exceeding five time the gas commodity cost included in the Company’s current monthly PGA during the 2023-2024 heating season.[footnoteRef:56]  [56:  January 2024 Price Spike Filing, p. 2.] 




Fortunately, the weather conditions and the corresponding effects on the supply of natural gas to Minnesota were not as severe during January 2024 Pricing Event as was experienced during the Winter Storm Uri PE. 

Price of Gas Delivered During the January 2024 Pricing Event 



The Company’s efforts to mitigate short-term price risk resulted in much lower outlay for gas costs related to the February 2024 PE compared to the January 2021 PE. Table 2 provides that comparison.



Table 2 – Comparison of MERC’s Gas Commodity Costs for the February 2021 and January 2024 Pricing Events[footnoteRef:57]  [57:  Department 2024 Comments , p. 16. ] 


		Event

		Cost/Recovery Mechanism

		Amount ($)

		Percentage Feb 2021 PE Cost (%)



		Feb. 2021 PE

		

		



		

		AAA

		 $ 13,625,525 

		18.0%



		

		Extraordinary Gas Costs

		 $ 61,975,993 

		82.0%



		

		Total

		 $ 75,601,407 

		100.0%



		Jan. 2024 PE

		

		



		

		Daily Gas Cost Greater than 5x PGA

		 $  285,832 

		0.378%





A comparative analysis of the Company’s efforts compared to that of two of the other three Minnesota rate-regulated gas utilities requesting recovery of high gas costs associated with the January 2021 may also be of value. Table 3 provides that comparison. [footnoteRef:58] [58:  Xcel classified the information in Table 3 as Trade Secret. Hence, the Department didn’t include it.] 




The Department included the total costs for each of the pricing events in Table 3 to illustrate the magnitude of the costs associated with the two events. MERC incurred very few extra gas costs during the 2024 PE. That result suggests the Company’s efforts were reasonable. 



Table 3 – Comparison of MERC’s Gas Commodity Costs for the February 2021 and January 2024 Pricing Events to CenterPoint, and Great Plains Natural Gas’ Gas Commodity Costs

[image: ]

[bookmark: _Hlk182320183]

The Department also asked MERC whether it had initiated any significant modifications to the various processes it had used to achieve this result during the 2024 PE in several information requests (IRs) for the 2025-2026 heating season.[footnoteRef:59] The Company’s response to each of those IRs was that it had not modified those processes.[footnoteRef:60] [59:  See Attachment DOC-1-C . ]  [60:  Ibid. Responses to IRs 89-94 and 96-97.] 




The combination of the results of the 2024 February PE and the Company’s statements that it has not changed it processes for the 2025-2026 heating season support a conclusion that MERC’s efforts relative to its hedging, procurement and custom communication strategies are reasonable. 

Reasonableness of MERC’s Interruptible Customer Compliance and Incorporation of Curtailment Calls



The Department discussed CPE’s efforts to comply with the Commission’s requirements regarding the Company’s Interruptible Customer Compliance and Incorporation of Curtailment Calls earlier in this document and concluded that a lack of data prevented the development of any analysis. By default, the Department concluded the Company had complied with the Commission’s reporting requirements. The Department adopts a similar stance regarding this question. CenterPoint has made efforts in these areas. the Department cannot evaluate the reasonableness of those efforts if the program hasn’t been utilized. Hence, the Department defaults to a conclusion that CPE’s efforts are reasonable given current information. 



extraordinary gas cost-recovery

 Recovery of Extraordinary Gas Costs



On April 1, 2024, MERC filed its final quarterly report related to the recovery of costs associated with February 2021 gas market conditions. The combined under-recovery balance for this account was $809,818.[footnoteRef:61] The Company also stated that it would seek approval from the Commission of that under-recovered balance via the Annual Automatic Adjustment (AAA) Report that was to be filed September 1, 2024, consistent with past Commission Orders.[footnoteRef:62]  [61:  April 2024 Surcharge Recovery Filing, p. 2.]  [62:  August 30th Order, Order Pt. 6.] 




In Department IR #98 the Department asked if MERC had completely recovered the $809,818 under-recovery in the 2024 AAA Report.[footnoteRef:63] The Company confirmed that it had.[footnoteRef:64]  [63:  Docket No. G999/AA-24-138.]  [64:  See Attachment DOC-2-C.] 




The Commission approved the Company’s 2024 PGA True-up on March 4, 2025.[footnoteRef:65] The Department concludes that MERC has been provided an option for complete cost recovery of the Winter Strom Uri costs and has no further comment or recommendation. [65:  Order Approving 2023-2024 PGA Filing, Order Pt. 7.] 


[bookmark: _Toc174055968]recommendations

[bookmark: _Hlk179456823]Based on analysis of MERC’s 2025 ACF and the information in the record, the Department has prepared recommendations, which are provided below. The recommendations correspond to the subheadings of Section III above.

Response to Commission questions

The Department:



[bookmark: _Hlk213940059]A.1. - concludes MERC’s 2025 ACF complies with the Commission’s Orders in this proceeding.

A.2. – this topic is not relevant to MERC.

A.3. –  concludes the reports regarding interruptible customer compliance and incorporation of curtailment calls in MERC’s 2025 ACF are reasonable.

A.4. –  concludes the information regarding hedging, procurement and customer communication in MERC’s 2025 ACF are reasonable. 

A.5 – recommends the Commission approve MERC’s 2025 ACF for these two dockets and not require additional reporting requirements related to other issues or concerns related to this matter.[footnoteRef:66] [66:  The Department’s recommendations for A.5 and A.6 are conditional. If other interested parties identify additional changes or issues or concerns, the Department reserves the right to modify those recommendations.] 


A.6 – did not identify any required additional changes to future compliance filing requirements but will defer making a recommendation until it can review other party’s comments.

A.7 – did not identify any issues or concerns at this time. 

summary of merc’s gas practices comments

The Department has no recommendations for this section. 

analysis 

The Department: 

[bookmark: _Hlk214256420]

C.1. – recommends the Commission find MERC complied with the relevant reporting 

requirements reviewed in the following sections:

· C.1.1. – Gas Contracting and Purchasing.

· [bookmark: _Hlk214256129]C.1.2. – Storage.

· C.1.3 – Supply Reserve Margin.

· C.1.4 – Hedging Gas Prices via Financial Instruments.

· C1.5 – Peak-Shaving.

C.2 ---recommends the Commission find MERC complied with the relevant reporting 

requirements reviewed in the following sections:

· C.2.1 – Market Research.

· C.2.2 – Interruptible Curtailment Calls.

· C.2.3 – Interruptible Customer Compliance.

reasonableness of merc’s efforts to mitigate the risk of short-term natural gas price spikes

D.1.2 – recommends the Commission find MERC’s efforts reasonable and approve.

D.1.3. – recommends the Commission find MERC’s efforts reasonable and approve.

status of merc’s extraordinary gas cost recovery

The Department has no recommendations regarding this section.
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Company Event Description Amount ($)


% of Feb 2021 PE 


Costs


Great Plains Feb. 2021 Total 12,608,301 $        NA


Jan. 2024 Gas Cost greater than 5x PGA 778,880 $             6.18%


MERC Feb. 2021 Total 75,601,407 $        NA


Jan. 2024 Gas Cost greater than 5x PGA 285,832 $             0.38%


CenterPoint Feb. 2021 Total 466,100,182 $      NA


Jan. 2024 Gas Cost greater than 5x PGA 46,975,064 $        10.08%


Feb 2021 Total  554,309,890 $     


Jan 2024 Total  48,039,776 $        8.67%






