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June 1, 2015 
 
VIA ELECTRONIC FILING  
 
Daniel P. Wolf 
Executive Secretary 
Minnesota Public Utilities Commission 
121 Seventh Place East, Suite 350 
St. Paul, MN 55101 
 

 

Re: In the Matter of the Petition of Minnesota Energy Resources Corporation 
for its Annual Review of Depreciation Rates for 2015  
Docket No. G-011/D-15-___ 

Dear Mr. Wolf:  

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 2015.  This Petition is submitted in compliance 
with the Commission’s October 13, 2014 Order requiring that MERC file its 2015 Annual 
Review of Depreciation Rates on or before June 1, 2015. MERC is requesting that the 
Commission approve the Company’s proposed depreciation lives and rates effective 
January 1, 2015 including the Transportation Equipment, Account 392.10 proposed 
change to an eight year average service life, twenty-five percent net salvage and 
resulting depreciation rate of 9.35 percent. 

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

Please contact me at (651) 322-8965 if you have any questions. 

 
Sincerely,  

 
/s/ Amber S. Lee____ 

 
Amber S. Lee 
Regulatory and Legislative Affairs Manager 
Minnesota Energy Resources Corporation 
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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. 

G011/D-14-455, which required an annual review of depreciation rates be filed on or before June 

1, 2015.   
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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. G011/D-14-455, which required an annual review of 

depreciation rates be filed on or before June 1, 2015.   

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 

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 
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– Residential Utilities & Antitrust 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 
1995 Rahncliff Court, Suite 200 
Eagan, MN 55122  
(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 June 1, 2015 pursuant to the Commission’s annual remaining 

life update Order in Docket No. G011/D-14-455, which required an annual remaining life update 

to be filed by June 1, 2015.  MERC requests that the depreciation lives and rates proposed be 

effective January 1, 2015.  

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 

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 



-3- 

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.  MERC requests that the depreciation 

lives and rates be effective January 1, 2015.  The current lives and depreciation rates were 

approved in Docket No. G-011/D-14-455.   

Vintage amortization accounting was proposed and approved in Docket No. G-

007,011/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. 

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 
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397.1 Communication Equipment 
397.2 Mobile Radio Equipment 
398.0 Miscellaneous Equipment 

 

As was approved in last year’s submission, MERC utilized a revised report from the 

Company’s capital asset management system to simulate the methodology used by MERC’s 

depreciation consultant, Gannett Fleming.  As with the prior year, the report’s remaining life 

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

fully accrued.  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. G-007,011/D-12-533.  A copy of this report is 

included with the filing. 

As noted in last year’s submission, numerous vehicles in Account 392.1, Transportation 

Equipment, 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.   

For this year’s filing, MERC performed an analysis to identify the actual vintages for the 

vehicles in Account 392.1 Transportation Equipment. Plant transactions from 2006-2014 by 

vintage were then placed in experience bands to determine the exposures at the beginning of 

each age interval and retirements during each age interval.  The exposures at the beginning of 

each age interval and retirements during each interval are shown in the original life table below.  

The retirement ratio was calculated by taking the retirements during each age interval over the 

exposures at the beginning of each age interval.  The survivor ratio is the result of taking one 

minus the retirement ratio.  The percent surviving is calculated by starting with 100% at the age 
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interval of zero and each subsequent age interval multiplies the prior age interval’s survivor ratio 

by the percent surviving.   

 

The percent surviving were then plotted on a graph to determine the Iowa curve and 

average service life that most appropriately fits.  MERC reviewed multiple Iowa curves and 

average service lives including the currently approved Iowa 6-R1 curve.  Using judgment, the 

Iowa 8-L3 curve was selected as the most appropriate.   Both the Iowa 8-L3 curve and the 

currently approved Iowa 6-R1 curve are shown below.   
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MERC also reviewed the currently approved 30% Net Salvage on Account 392.10 

Transportation Equipment and notes that the actual net salvage has been trending lower.  MERC 

proposes to use 25% Net Salvage and will continue to monitor salvage and may propose further 

updates in the future.  With a proposed average service life of 8 years, an Iowa L3 curve, and 

25% Net Salvage, the resulting proposed depreciation rate is 9.35%.    

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. G-001,011/PA-14-107, MERC received Commission 

approval to purchase Interstate Power and Light Company (“IPL”) natural gas distribution 

property, which will utilize MERC’s existing depreciation rates and lives.  The property was 

purchased subsequent to December 31, 2014 and therefore, was not incorporated in MERC’s 
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2015 remaining life update.  MERC will incorporate the IPL property into its 2016 depreciation 

filing.  

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 2015 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, 2015, including the Transportation Equipment, 

Account 392.10 proposed change to an eight year average service life, twenty-five percent net 

salvage and resulting depreciation rate of 9.35 percent. 

DATED:  June 1, 2015 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 1st day of June, 2015, on behalf of 
Minnesota Energy Resources Corporation (MERC) she electronically filed a true and correct 
copy of the attached Petition 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 1st Day of June, 2015. 
 
/s/ Alice Jaworski   
Notary Public, State of Minnesota 
 

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