
 

 

 MICHAEL J. AHERN 
Partner 

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

ahern.michael@dorsey.com 

May 30, 2014 

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

 

 

Re: In the Matter of the Petition of Minnesota Energy Resources Corporation For its 
Annual Review of Depreciation Rates for 2014  
Docket No. G-011/D-14-___ 

Dear Dr. Haar: 

Enclosed for filing with the Minnesota Public Utilities Commission (“Commission”), 
please find the Petition of Minnesota Energy Resources Corporation (“MERC”) for its Annual 
Review of Depreciation Rates for 2014.  This Petition is submitted in compliance with the 
Commission’s October 15, 2013 Order requiring that MERC file its 2014 Annual Review of 
Depreciation Rates on or before June 1, 2014 using December 31, 2013 balances.  

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

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

Sincerely yours, 

/s/ Michael J. Ahern 

      Michael J. Ahern 

Enclosures 
 
cc: Service List  



STATE OF MINNESOTA 
BEFORE THE  

MINNESOTA PUBLIC UTILITIES COMMISSION 
 

Beverly Jones Heydinger Chair 
David C. Boyd Commissioner 
Nancy Lange Commissioner 
Dan Lipschultz Commissioner 
Betsy Wergin Commissioner 

 
 

In the Matter of the Petition of Minnesota 
Energy Resources Corporation For its Annual 
Review of Depreciation Rates for 2014 

 

Docket No.  G-011/D-14-___ 

 

 

SUMMARY OF FILING 

Pursuant to Minnesota Statute §216B.11 and Minnesota Rules 7825.0500 through 

7825.0900, Minnesota Energy Resources Corporation (“MERC” or the “Company”) files with 

the Minnesota Public Utilities Commission (“Commission”) a petition for review of the 

Company’s plant in service, depreciation reserve, and depreciation accruals. This petition is 

being filed pursuant to the Commission’s annual remaining life update Order in Docket No. 

G007, G011/D-13-442, which required an annual review of depreciation rates be filed on or 

before June 1, 2014.   
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PETITION 

Pursuant to Minn. Stat. § 216B.11 and Minn. R. 7825.0500 through 7825.0900, 

Minnesota Energy Resources Company (“MERC”) petitions the Minnesota Public Utilities 

Commission (“Commission”) to review the Company’s plant in service, depreciation reserve, 

and depreciation accruals.  This petition is being filed pursuant to the Commission’s annual 

remaining life update Order in Docket No. G007, G011/D-13-442, which required an annual 

review of depreciation rates be filed on or before June 1, 2014 using December 31, 2013 

balances. 

I. Summary of Filing 

Pursuant to Minn. R. 7829.1300, subp. 1, a one-paragraph summary of the filing 

accompanies this petition. 

II. Service on Other Parties 
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Pursuant to Minn. R. 7829.1300, subp. 2, MERC has served a copy of this filing on the 

Department of Commerce, Division of Energy Resources and the Office of the Attorney General 

– Antitrust & Utilities Division.  In addition, MERC has served the summary of the filing on all 

parties on the attached service list. 

III. General Filing Information 

Pursuant to Minn. R. 7825.3200, 7825.3500 and 7829.1300, subp. 3, MERC provides the 

following required information: 

A. Name, Address, and Telephone Number of Utility 

Minnesota Energy Resources Corporation 
2665 145th Street West 
Rosemount, MN  55068 
(651) 322-8901 

 
B. Name, Address, and Telephone Number of Utility Attorney 

Michael J. Ahern 
Dorsey & Whitney LLP 
50 South Sixth Street, Suite 1500 
Minneapolis, MN  55402-1498 
(612) 340-2881 
 

C. Date of Filing and Date Proposed Rates Will Take Effect 

This petition is being filed May 30, 2014 pursuant to the Commission’s annual remaining 

life update Order in Docket No. G007, G011/D-13-442, which required an annual remaining life 

update to be filed by June 1, 2014.  MERC requests that the depreciation lives and rates proposed 

be effective January 1, 2014.  

D. Statute Controlling Schedule for Processing the Filing 

Under Minn. R. 7829.0100, subp. 11, this request for approval of depreciation lives and 

rates is a “miscellaneous” filing because no determination of the MERC general revenue 
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requirements is necessary.  Comments on a miscellaneous filing are due within 30 days of filing, 

with replies due 10 days thereafter.  Minn. Stat. § 216B.11 and Minn. R. 7825.0500 through 

7825.0900 govern the substantive criteria for the filing.  These provisions do not establish an 

explicit time deadline for Commission action. 

E. Signature and Title of Utility Employee Responsible for the Filing 

 

 
____________________________ 

Tina E Wuyts 
Senior Accountant 
Integrys Business Support, LLC 
PO Box 19001 
Green Bay, WI  54307-9001 

 

IV. Description and Purpose of Filing 

MERC seeks the Commission’s approval of the Company’s annual review of its plant in 

service, depreciation reserve, and depreciation accruals.  In Docket No. G007, G011/D-12-533, 

the Commission approved consolidating depreciation rates for MERC-PNG and MERC-NMU.  

The current lives and depreciation rates were approved in Docket No. G007, G011/D-12-533.  

MERC requests that the proposed lives and rates be effective on January 1, 2014. 

Vintage amortization accounting was proposed and approved in Docket No. G007, 

G011/D-08-614.  MERC will continue to apply the lives and depreciation rates to the general 

plant accounts listed below that were approved for vintage amortization accounting.  Therefore, 

these general plant accounts will be excluded from the annual remaining life update schedules. 
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Account Number Description 
391.1 Office Furniture & Equipment 
391.2 Computer Equipment 
391.3 Data Handling Equipment 
393.0 Stores Equipment 
394.0 Tools, Shop & Garage Equipment 
395.0 Laboratory Equipment 
397.1 Communication Equipment 
397.2 Mobile Radio Equipment 
398.0 Miscellaneous Equipment 

 

In previous remaining life updates, MERC utilized a reserve adequacy report from the 

Company’s capital asset management system, PowerPlan for its remaining life calculation.  The 

methodology used by the PowerPlan report is more closely aligned to the remaining life 

technique used in MERC’s 2008 depreciation study undertaken by the late Don Roff.  MERC 

subsequently engaged the services of Gannett Fleming for the completion of the 2012 

depreciation study.  In preparing the 2014 remaining life update, MERC recognized that Gannett 

Fleming’s methodology to calculate remaining life differed from the methodology used by its 

previous consultant as well as in PowerPlan.  As a result, MERC modified the PowerPlan report 

to simulate the methodology used by Gannett Fleming.  The revised report’s remaining life 

calculation uses total future book accruals over the total annual accrual for vintage years not 

fully accrued.  Similar to prior years, the report incorporates additions as well as vintage 

retirements to calculate a remaining life for each account based upon the approved life and curve 

from the most recent approved depreciation study filed in Docket No. G007, G011/D-12-533.   

Recent investments were made in Account 381.2 AMR Devices to purchase telemetry 

meters for interruptible customers.  Approved in MERC’s 2012 depreciation study, the 

functional composite rate was used for this new account.  Subsequently, MERC contacted the 
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vendor for these units to determine an appropriate average service life.  With the vendor’s 

experience and knowledge, a fifteen year life was recommended for these units.  MERC agrees 

that an average service life of fifteen years is reasonable and will continue to monitor this 

account as additional historical data becomes available.   The Company also recognizes that 

there will be removal costs associated with these units, but feels that it will be minimal.  MERC 

proposes to use an average service life of fifteen years with a SQ curve and a Negative 1% Net 

Salvage percent.   The resulting proposed depreciation rate is 7.78%.    

The Computation of Proposed Depreciation Rates schedule indicated a significant 

depreciation rate increase was warranted for Account 392.1 Transportation Equipment.  

Numerous vehicles in this account were leased by MERC’s prior owner, Aquila, and were 

subsequently purchased by MERC.  For these vehicles, the vintage in the Company’s capital 

asset management system reflects the year they were purchased and not the actual vintage of the 

vehicles.  MERC is expecting that more recent purchases will reflect longer lives and 

recommends no change to the current life and depreciation rate for this account.  MERC 

continues to monitor additions and retirements in this account and may need to propose other 

adjustments to this account in future remaining life update filings.  Statement 2A reflects no 

change to the depreciation rate. 

Minn. R. 7825.0700, subp. 2B requires a list of any major future additions or retirements 

to the plant accounts that the utility believes may have a material effect on the current 

certification results.  In Docket No. G001, G011/PA-14-107, MERC is seeking Commission 

approval to purchase Interstate Power and Light’s natural gas distribution property.  The 

acquisition is being handled through a separate filing to the Commission and therefore the 
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property was not incorporated in MERC’s 2014 remaining life update.  MERC is continuously 

making infrastructure improvements, however, MERC does not believe there will be any 

additions or retirements that will have a material effect on the depreciation rates. 

The filing includes the following attachments: 

Attachment 1: MERC 2014 Annual Remaining Life Update 

Attachment 2: MERC Calculated Remaining Life 

CONCLUSION 

MERC respectfully requests that the Commission approve the Company’s proposed 

depreciation lives and rates effective January 1, 2014. 

DATED:  May 30, 2014 Respectfully Submitted, 

 DORSEY & WHITNEY LLP 

 

By: /s/ Michael J. Ahern   
Michael J. Ahern 
50 South Sixth Street, Suite 1500 
Minneapolis, MN  55402-1498 
Telephone:  (612) 340-2600 
 
Attorney for Minnesota Energy 
Resources Corporation 
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AFFIDAVIT OF SERVICE 
 
STATE OF MINNESOTA  ) 
    )  ss 
COUNTY OF HENNEPIN  ) 
 

Kristin M. Stastny hereby certifies that on the 30th day of May, 2014, on behalf of 
Minnesota Energy Resources Corporation (MERC) she electronically filed a true and correct 
copy of MERC’s Petition for Annual Review of Depreciation Rates for 2014 on 
www.edockets.state.mn.us.  Said documents were also served via U.S. mail and electronic 
service as designated on the attached service list. 

 
      
      /s/ Kristin M. Stastny   
      Kristin M. Stastny 
 
Subscribed and sworn to before me 
This 30th day of May, 2014. 
 
/s/ Alice Jaworski 
Notary Public, State of Minnesota 
 

http://www.edockets.state.mn.us/
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