May 6, 2022
VIA ELECTRONIC FILING

Will Seuffert

Executive Secretary

Minnesota Public Utilities Commission
121 Seventh Place East, Suite 350
St. Paul, MN 55101

Re: Review of 2018-2019 Annual Automatic Adjustment Reports and Purchased Gas
Adjustment (PGA) True-Up Filings; Review of 2019-2020 Annual Automatic
Adjustment Reports and PGA True-Up Filings
Docket Nos. G999/AA-19-401, GO011/AA-19-517, and GO11/AA-19-518,
G999/AA-20-172, GO11/AA-20-655, GO11/AA-20-656
Reply Comments of Minnesota Energy Resources Corporation

Dear Mr. Wolf:

On August 30, 2019, Minnesota Energy Resources Corporation (“MERC” or the “Company”)
filed its 2018-2019 Annual Automatic Adjustment (“AAA”) and True-Up Reports for the MERC-
Northern Natural Gas (“MERC-NNG”) and MERC-Consolidated purchased gas adjustment
systems (“PGAs”) for the period July 1, 2018, through June 30, 2019. On September 1, 2020
MERC filed its 2019-2020 AAA and True-Up Reports for the MERC-NNG and MERC-
Consolidated PGAs for the period July 1, 2019, through June 30, 2020.

On April 26, 2022, the Minnesota Department of Commerce, Division of Energy Resources (the
“Department”) submitted its review of the 2018-2019 and 2019-2020 AAA reports and true-up
adjustment filings in the above-referenced dockets. With respect to MERC’s 2018-2019 AAA
and True-up Report, the Department requested that MERC explain in Reply Comments (1)
whether and why the $33,283 of “positive” Daily Delivery Variance Charges (“DDVC”) is the only
DDVC/penalty charge amount that should be included in the FYE19 over/under cost recovery
calculation for the NNG system and (2) whether and why a difference exists between the
DDVC/penalty charge amounts shown in MERC-NNG’s FYE19 AAA Report and its reply to
Department Information Request No. 7.

With respect to MERC’s 2019-2020 AAA and True-up Report, the Department requested that
MERC explain in Reply Comments (1) whether and why the ($1,800) of “positive” DDVCs is the
only DDVC/penalty charge amount that should be included in the FYE20 over/under cost
recovery calculation for the NNG system and (2) whether and why a difference exists between
the DDVC/penalty charge amounts shown in MERC-NNG'’s FYE20 AAA Report and its reply to
Department Information Request No. 7.

The Department recommended that the Commission take the following action with respect to
MERC-NNG and MERC-Consolidated’s 2018-2019 and 2019-2020 AAA and True-Up reports:

e Accept MERC-NNG's FYE19 true up in Docket No. GO11/AA-19-517, pending the

Department’s review of the additional information that the Department requested
MERC provide in Reply Comments.
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o Allow MERC-NNG to implement its FYE19 true up, shown in Department Attachment
G8, pending the Department’s review of the additional information that the
Department requested MERC provide in Reply Comments.

e Accept MERC-Consolidated’'s FYE19 true up in Docket No. GO11/AA-19-518.

¢ Allow MERC-Consolidated to implement its true up, shown in Department Attachment
G9.

e Accept MERC-NNG's FYE20 true up, Docket No. GO11/AA-20-655, pending the
Department’s review of the additional information that the Department requested
MERC provide in Reply Comments.

o Allow MERC-NNG to implement its FYE20 true up, shown in Department Attachment
G8, pending the Department’s review of the additional information that the
Department requested MERC provide in Reply Comments.

o Accept MERC-Consolidated’s FYE20 true up, as corrected in its September 22, 2020
filing in Docket No. GO11/AA-20-656.

e Allow MERC-Consolidated, through its annual true up factors effective September 1,
2020, to adjust for the difference between the final approved Viking Gas Transmission
(Viking) rates effective January 1, 2020 and the interim Viking rates in effect for the
period January 1 - June 30, 2020.

e Grant MERC a one-time variance to Minnesota Rules 7825.2700 and 7825.2910,
Subpart 4, and approve MERC's proposal to correct its MERC-Consolidated system
true up adjustment factors, effective October 1, 2020, as shown in MERC'’s
September 22, 2020 correction filing in Docket No. GO11/AA-20-656.

e Allow MERC-Consolidated to implement its 2019-2020 true up, as corrected in its
September 22, 2020 filing in Docket No. G011/AA-20-656 and shown in Department
Attachment G9.

MERC thanks the Department for its analysis and agrees with the Department’s
recommendations, as summarized above. MERC submits these Reply Comments to respond
to the Department’s requests for additional information.

2018-2019 Daily Delivery Variance Charges and Other Penalty Charges

First, with respect to MERC’s 2018-2019 AAA Report, the Department noted differences
between the Negative and Positive DDVCs shown on Schedules J and D.3 of MERC-NNG's
2018-2019 AAA Report and its October 16, 2019 response the Department Information Request
No. 7. In MERC-NNG's AAA Report, Schedule J as well as page 5 of Schedule D.3, MERC
included the $33,283 associated with Negative and Positive DDVCs in its FYE19 over/under
cost recovery calculation for the NNG system. This $33,283 DDVC figure is also included in
MERC's response to Department Information Request No. 7 as a Positive DDVC amount.
However, in addition to the $33,283 of Positive DDVCs, MERC's response to Information
Request No. 7 shows that the NNG system incurred a Punitive DDVC amount of $44,112.30
and Other Penalty Charges of ($175,203.85), resulting in a net total of ($97,808.59) for FYE19.
The Department requested that MERC explain in Reply Comments (1) whether and why the
$33,283 of Positive DDVCs is the only DDVC/penalty charge amount that should be included in
the FYE19 over/under cost recovery calculation for the NNG system and (2) whether and why a
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difference exists between the DDVC/penalty charge amounts shown in MERC-NNG’s FYE19
AAA Report and its reply to Department Information Request No. 7.

MERC responds that Positive and Negative DDVCs, as well as NNG Punitive Charges and
Other Penalty Charges should be, and are, all included in the FYE19 over-recovery calculation
for the NNG system. MERC'’s response to Department Information Request No. 7 provides a
detailed breakout of these charges for FYE19.! While the same breakout is not included in the
Schedules to MERC'’s AAA Report filing, those amounts do flow through the over/under cost
recovery calculation for the NNG system. Differences between MERC'’s response to
Department Information Request No. 7 and the Schedules to MERC’s AAA Report reflect only
differences in the information presented. The amounts included in MERC's response to
Department Information Request No. 7 are included in the Company’s calculation of MERC-
NNG’s 2018-2019 over-recovery calculation.

Schedule J of MERC-NNG's 2018-2019 AAA Report only reports Negative and Positive DDVCs,
which total $33,283. The amounts from Schedule J are included in the MERC-NNG 2018-2019
AAA Report gas costs shown on Schedule D.3, as noted by the Department. Other Penalty
Charges of ($175,203.85) are reflected on Schedule F&G of MERC-NNG’s 2018-2019 AAA
Report. The amounts detailed on Schedule F&G are included within the purchase gas costs
reflected on Schedule C&D. For FYE19, the Punitive DDVC amount of $44,112.30 was not
included in Schedule F&G, but it was included within the purchase gas costs reflected on
Schedule C&D. As aresult, all DDVC, punitive DDVC, and other penalty charges are properly
included in MERC’s 2018-2019 gas costs and over-recovery calculation.

2019-2020 Daily Delivery Variance Charges and Other Penalty Charges

With respect to MERC’s 2019-2020 AAA Report, the Department noted differences between the
Negative and Positive DDVCs shown on Schedules J and D.3 of MERC-NNG’s 2019-2020 AAA
Report and its September 22, 2020 response the Department Information Request No. 7. In
MERC-NNG's AAA Report, Schedule J as well as page 5 of Schedule D.3, MERC included
($1,800) of DDVCs in its FYE20 over/under cost recovery calculation for the NNG system. This
($1,800) DDVC figure is also included in MERC's response to Department Information Request
No. 7 as a Positive DDVC amount. However, in addition to the ($1,800) of Positive DDVCs,
MERC's response to Information Request No. 7 shows that the NNG system incurred a Punitive
DDVC amount of ($2,378.75) and Other Penalty Charges of ($192,309.30), resulting in a net
total of ($196,488.15) for FYE20. The Department requested that MERC explain in Reply
Comments (1) whether and why the ($1,800) of Positive DDVCs is the only DDVC/penalty
charge amount that should be included in the FYE20 over/under cost recovery calculation for
the NNG system and (2) whether and why a difference exists between the DDVC/penalty
charge amounts shown in MERC-NNG's FYE20 AAA Report and its reply to Department
Information Request No. 7.

MERC responds that Positive and Negative DDVCs, as well as NNG Punitive Charges and
Other Penalty Charges should be, and are, all included in the FYE20 over-recovery calculation
for the NNG system. MERC'’s response to Department Information Request No. 7 reflects all of

1In MERC's response to Department Information Request No. 7, MERC provides only Positive and
Negative DDVC amounts in response to part a), and provides Positive and Negative DDVCs, as well as
NNG Punitive Charges and Other Penalty Charges in response to part b).
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these charges for FYE20.2 While the same breakout is not included in the Schedules to
MERC'’s AAA Report filing, those amounts do flow through the over/under cost recovery
calculation for the NNG system. Differences between MERC's response to Department
Information Request No. 7 and the Schedules to MERC’s AAA Report reflect only differences in
the information presented. The amounts included in MERC'’s response to Department
Information Request No. 7 are included in MERC-NNG’s 2019-2020 over-recovery calculation.

Schedule J of MERC-NNG's 2019-2020 AAA Report only reports Negative and Positive DDVCs,
which total ($1,800). The amounts from Schedule J is included within the AAA Report gas costs
shown on Schedule D.3, as noted by the Department. Other Penalty Charges of ($192,309.30)
and Punitive DDVCs of ($2,378.75) are reflected within Schedule F&G of MERC-NNG's 2019-
2020 AAA Report. The amounts detailed on Schedule F&G are included within the purchase
gas costs reflected on Schedule C&D. As a result, all DDVC, punitive DDVC, and other penalty
charges are properly included in MERC’s 2019-2020 gas costs and over-recovery calculation.

Please contact me at (414) 221-4208 if you have any questions regarding the information in this
filing. Thank you for your attention to this matter.

Sincerely,

Joylyn C. Hoffman Malueg

Project Specialist 3

Minnesota Energy Resources Corporation
cc: Service List

2In MERC's response to Department Information Request No. 7, MERC provides only Positive and
Negative DDVC amounts in response to part a), and provides Positive and Negative DDVCs, as well as
NNG Punitive Charges and Other Penalty Charges in response to part b).
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