
 

 
June 7, 2013  
 
 
Burl W. Haar 
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 No. G022/M-12-1279 
 
Dear Dr. Haar: 
 
Attached are the Comments of the Minnesota Department of Commerce, Division of Energy Resources 
(Department) in the following matter: 
 

A Request by Greater Minnesota Gas, Inc. (Greater Minnesota or Company) for Approval by the 
Minnesota Public Utilities Commission (Commission) of a Change in Contract Demand 
Entitlement Units Effective November 1, 2012. 

 
The filing was submitted on March 25, 2013.  The petitioner is: 
 

Nikki Kupser 
Compliance and Regulatory Administrator 
Greater Minnesota Gas, Inc. 
202 South Main Street, P.O. Box 68 
Le Sueur, Minnesota 56058 

 
The Department recommends that the Commission: 
 

 withhold its decision on Greater Minnesota’s peak-day analysis and total entitlement level until 
the Company provides sufficient support for its total entitlement level given the issues 
identified by the Department regarding design-day capacity; and 

 allow the proposed recovery of associated demand costs effective November 1, 2012; and 
 
The Department is available to answer any questions that the Commission may have. 
 
Sincerely, 
 
 
/s/ ADAM JOHN HEINEN 
Rates Analyst 
 
AJH/sm 
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BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION 
 

COMMENTS OF THE 
MINNESOTA DEPARTMENT OF COMMERCE 

DIVISION OF ENERGY RESOURCES 
 

DOCKET NO. G022/M-12-1279 
 
 
 
I. SUMMARY OF COMPANY’S PROPOSAL 
 
Greater Minnesota Gas, Inc. (Greater Minnesota, GMG or Company) originally filed its petition 
as a Compliance Filing in Docket No. G022/M-10-1165 on November 1, 2012.  That docket had 
been closed by Commission Order on May 17, 2011.   
 
The Minnesota Department of Commerce, Division of Energy Resources (Department) informed 
the Company of the filing error in a November 26, 2011 Letter (DOC Attachment 1) and opened 
the current docket number.  Greater Minnesota submitted its initial filing on March 25, 2013. 
 
However, during its review of the Petition, the Department observed that the Company did not 
include attachments that were referenced in the filing; as such, there was not sufficient 
information available to determine the reasonableness of Greater Minnesota’s request.  In 
response, the Department issued discovery and Greater Minnesota subsequently filed the 
necessary attachments that were originally referenced in the Company’s filing (DOC Attachment 
2).   
 
In its Petition, Greater Minnesota requested that the Minnesota Public Utilities Commission 
(Commission) approve a 165 dekatherm (Dth) per day increase in capacity to the Company’s 
TFX-7 contract with Northern Natural Gas (Northern).  GMG stated that this increase in capacity 
was driven by a built-in step increase, which became effective on October 1, 2012, that was 
included in the entitlement contract.1     
  

                                                
1 Based on its review of information in the monthly purchased gas adjustment (PGA) filings, the Department notes 
that although the change in capacity became effective on October 1, 2012, Greater Minnesota did not begin charging 
customers until the November 2012 PGA. 
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The Department discusses below the various effects on the Company’s rates for different 
customer classes.  Overall, Greater Minnesota’s proposal would increase capacity available to 
serve customers and increase demand rates for residential heating customers by $0.0334 per Dth 
or approximately $3.34 per year for customers using 100 Dth.  Greater Minnesota requests that 
the Commission allow recovery of the associated demand costs through its monthly Purchased 
Gas Adjustment (PGA) effective November 1, 2012. 
 
 
II. THE DEPARTMENT’S ANALYSIS OF THE COMPANY’S PROPOSAL 
 
The Department’s analysis of the Company’s request includes the following sections: 
 

 the proposed overall demand entitlement level; 
 the design-day requirement; 
 the reserve margin; and 
 the PGA cost recovery proposal. 

 
A. THE COMPANY’S DEMAND ENTITLEMENT LEVEL 
 

1. Proposed Overall Demand Entitlement Level 
 
As indicated in DOC Attachment 3, the Company proposed to increase its total entitlement level 
in Dth as follows: 
 

Previous 
Entitlement 

(Dth) 

Proposed 
Entitlement 

(Dth) 

Entitlement 
Changes 

(Dth) 

% Change 
From 

Previous 
Year 

5,044 5,209 165 4.94 
 
The Department analyzes below the proposed changes, the proposed design day requirement, and 
proposed reserve margin.  The Department concludes that the Company’s proposed recovery of 
overall demand costs is reasonable despite concerns with the design-day analysis and filing 
irregularities, as discussed below. 
 

2. Design-Day Requirement 
 
Greater Minnesota employed a design-day analysis which is similar to what it used in its most 
recent demand entitlement filing in Docket No. G022/M-10-1165.  The Company used Ordinary 
Least Squares (OLS) regression to calculate its projected design day, estimating three separate 
regression models based on weather in the various areas that the Company serves (Mankato, 
Faribault, and Shakopee).  The Company’s analysis was based on actual daily throughput and  
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weather data over the period July 1, 2009 to June 30, 2012.  From these three separate regression 
equations, the Company estimated baseload usage and average use per heating degree day 
(HDD).   
 
With the baseload and average use per HDD calculated, Greater Minnesota used 90 HDDs 
(approximately the coldest average daily temperature for the Company’s service territory in the 
past 20 years) to estimate the amount of peak-day use.  According to the Company’s analyses, a 
peak-day event would result in 4,421 Dth/day of usage on Greater Minnesota’s system, which is 
116 Dth/day greater than the same estimate in the Company’s last demand entitlement filing.  
Based on the Company’s average customer count (3,996 customers), its design-day use-per-
customer is approximately 1.0612 Dth/day.  Multiplying this figure by Greater Minnesota’s 
estimate of firm customers during the 2012-2013 heating season (4,678 customers) results in a 
design-day estimate of approximately 4,964 Dth/day, which is 514 Dth/day greater than the 
estimated design-day estimate of 4,450 Dth/day in Greater Minnesota’s last demand entitlement 
filing.    
 
Greater Minnesota has not provided sufficient data to calculate peak-day sendout over the two 
most recent heating seasons (2010-2011 and 2011-2012); however, the Department analyzed 
Greater Minnesota’s design-day proposal by multiplying the Company’s all-time per-customer 
peak-day sendout of 1.1315 Dth/day (from the 2008-2009 heating season) by its projected 
customer counts for the 2012-2013 heating season (4,678 customers) to determine whether 
Greater Minnesota’s proposed entitlement level would be sufficient under most circumstances.  
The result is a throughput amount of approximately 5,293 Dth/day.  This estimated peak-day 
throughput is greater than the total entitlement level that the Company procured for the 2012-
2013 heating season.  This result raises the possibility of Greater Minnesota not having sufficient 
entitlements to serve firm customers on a design day.   
 
Of additional concern is the fact that Greater Minnesota’s all-time sendout during the 2008-2009 
heating season occurred on a day when average HDDs were 80, which is 10 HDDs warmer than 
the 90-HDD figure used by the Company to calculate its design day.  This result suggests that 
demand for natural gas by firm customers on a 90-HDD peak day, with usage characteristics 
similar to Greater Minnesota’s all-time peak-day sendout, may be even higher than the 
Company’s projected peak-day estimate calculated above.   
 
The lack of peak-day sendout data from the previous two heating seasons impairs the 
Department’s ability to fully review Greater Minnesota’s design-day analysis.  Given the growth 
on the Company’s system, it is possible that representative peak-day usage has changed since the 
2008-2009 heating season.  However, without the benefit of an analysis based on more recent 
data, the best information available, which is from the 2008-2009 heating season, strongly 
suggests that Greater Minnesota may have difficulty serving firm customers on a peak day.  As 
such, the Department recommends that the Commission withhold a decision on the merits of 
Greater Minnesota’s design-day analysis until the Company provides a sufficient explanation, 
and supporting data, substantiating the ability of its total entitlement level to reasonably serve 
firm customers on a peak day.          
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3. Reserve Margin 
 
As indicated in DOC Attachment 4, the reserve margin is as follows: 
 

Total 
Entitlement 

(Dth) 

Design-day 
Estimate 

(Dth) 

Difference 
(Dth) 

Reserve 
Margin 

% 

% Change 
From 

Previous 
Year2 

5,209 4,964 245 4.94% (8.41)% 
 
The Department notes that Greater Minnesota’s reserve margin is much lower than the reserve 
margin approved by the Commission in the Company’s most recently approved demand 
entitlement filing.  The reserve margin is necessary since it provides an extra cushion which 
ensures firm reliability on a peak day; however, carrying too great a reserve margin results in 
customers paying higher demand costs than are necessary to provide reasonable service.  The 
Department has generally used a 5 percent reserve margin as an indicator of an adequate reserve 
margin.  However; for GMG, the Department has recommended that the Commission accept 
higher reserve margins given the system dynamics, higher level of growth experienced by this 
utility and the fact that Greater Minnesota is a small utility with limited operational history.  As 
noted by the Department in previous demand entitlement filing comments, Greater Minnesota 
was not in operation when the most recent 90-HDD peak-day event (January 1996) occurred in 
the Company’s service territory.  Therefore, it is unclear how the Company’s distribution system 
would react and perform under 90-HDD peak-day conditions, which creates greater forecast 
uncertainty.  Further, since Greater Minnesota is a small utility, unexpected customer additions 
can have a significant impact on throughput.   
 
Based on the potential issues observed with the Company’s peak-day entitlement level, the 
Department cannot, at this time, assess whether Greater Minnesota’s reserve margin is 
reasonable.  As such, the Department recommends that the Commission withhold a decision on 
the reserve margin until Greater Minnesota fully addresses concerns with its total entitlement 
levels.   
    

4. The Company’s PGA Cost Recovery Proposal 
 
The demand entitlement amounts listed in DOC Attachment 3 represent the demand entitlements 
for which the Company’s firm customers will pay.  In its response to DOC Information Request 
No. 1 (DOC Attachment 2), the Company appears to compare its October 2012 PGA assuming 
no demand entitlement changes to its October 2012 PGA with the Company’s proposed changes 
as a means of calculating the bill impact of its proposed changes.  According to the Company, 
Greater Minnesota’s demand entitlement proposal would result in the following annual rate 
impacts: 
  

                                                
2 As shown on DOC Attachment 4, the Company’s average reserve margin since 1996 is 14.23 percent. 
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 Annual bill increase of $2.63, or approximately 3.44 percent, for the average 
Residential customer consuming 78.8 Dth annually; and 

 Annual bill increase of $51.99, or approximately 3.44 percent, for the average 
Commercial and Industrial Firm customer consuming 1,556.5 Dth annually.3 

 
Despite the concerns above regarding the total entitlement level, the additional entitlement 
proposed by Greater Minnesota will help serve firm need.  Given the irregularities in GMG’s 
filing, it would be reasonable for the Commission not to allow GMG to recover the costs of the 
increase in demand beginning on November 1, 2012.  However, GMG has faced financial 
difficulties in recent years and would have difficulty absorbing the costs of a refund due to its 
error.  As such, the Department recommends that the Commission allow the recovery of 
associated demand costs effective November 1, 2012 but put GMG on notice that the Company 
needs to file its petitions appropriately.  The Department discusses this issue further below. 
 
B. ISSUES WITH GREATER MINNESOTA’S FILING AND OTHER REGULATORY 

CONCERNS 
 
Although the Company’s initial filing was made on November 1, 2012, it was made in an 
unrelated, closed docket which necessitated a delay in the review of this docket.  In addition, 
despite being notified of a new docket number via a November 26, 2012 Letter in Docket No. 
G022/M-10-1165 (DOC Attachment 1), the Company did not make its initial filing in this docket 
until March 25, 2013 after being reminded multiple times via email by the Department (DOC 
Attachment 5).  Further, as noted above, the initial filing made in this docket did not include all 
the attachments and information referenced in the filing and required an additional discovery 
response to complete the record (DOC Attachment 2). 
 
The Department notes that this is not the only recent docket where Greater Minnesota has not 
made filings, or responded to comments from the Department, in a timely manner.  To illustrate, 
Greater Minnesota filed its 2012 Annual Service Quality Report several months late, and the 
Company was not promptly responsive to the Department’s Annual Report in Docket No. 
G999/AA-12-756.   
 
An efficient and effective regulatory process is predicated upon the regulated utility making 
timely filings and responding to information requests in a timely manner.  The instant docket 
serves as an illustration; the Company’s delayed filing of demand entitlement information in the 
current docket could have put ratepayers at risk if design-day conditions had occurred during the 
2012-2013 heating season.  The Department fully acknowledges the administrative limitations 
inherent in the small size of Greater Minnesota’s operations; however, those limitations do not 
justify an apparent inability to provide timely regulatory filings.  Greater Minnesota has not 
provided, in this docket, an explanation as to why multiple reminders were needed before it filed 
its demand entitlement information in the appropriate docket. 
  
                                                
3 Greater Minnesota did not provide usage data in its filing; as such, the Department uses consumption data from the 
Company’s 2010-2011 heating season demand entitlement filing. 
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Based on the concerns noted above regarding Greater Minnesota’s regulatory filings, the 
Department requests that the Company provide a detailed explanation, in its Reply Comments, of 
how Greater Minnesota currently prepares regulatory filings and what steps it is taking to ensure 
timely submittal of regulatory filings.    
   
 
III. THE DOC’S RECOMMENDATIONS 
 
The Department recommends that the Commission: 
 

 withhold its decision on Greater Minnesota’s peak-day analysis and total entitlement 
level until the Company provides sufficient support for its total entitlement level 
given the issues identified by the Department regarding design-day capacity; and 

 allow the proposed recovery of associated demand costs effective November 1, 2012. 
 
Finally, the Department requests that Greater Minnesota provide, in its Reply Comments, a 
detailed explanation of how Greater Minnesota currently prepares regulatory filings and what 
steps it is taking to ensure timely submittal of regulatory filings. 
 
 
 
 
/sm 

































CERTIFICATE OF SERVICE 
 

I, Sharon Ferguson, hereby certify that I have this day, served copies of the 
following document on the attached list of persons by electronic filing, certified 
mail, e-mail, or by depositing a true and correct copy thereof properly enveloped 
with postage paid in the United States Mail at St. Paul, Minnesota. 
 
Minnesota Department of Commerce 
Comments 
 
Docket No.  G022/M-12-1279 
 
                     
Dated this 7th day of June, 2013 
 
/s/Sharon Ferguson 
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