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L INTRODUCTION

The Office of the Attorney General — Antitrust and Ultilities Division (“OAG”) submits
these Reply Comments in response to the initial submission of the Department of Commerce
(“Department”), and in response to additional discovery provided by the Petitioners after the
OAG’s initial Comments were filed. The OAG will first provide updated estimates of the rate
increase that would result from converting IPL customers to MERC’s interim or proposed rates.
The OAG will also discuss the estimates produced by the Department in its Comments. Finally, the
OAG will discuss the 1979 case that the Petitioners believe supports their proposal to increase rates
outside of a rate case. Ultimately, the OAG concludes that the large rate increases proposed by the

Petitioners are not consistent with the public interest.



1I. TRANSFERRING IPL CUSTOMERS TO MERC RATES WILL RESULT IN A SIGNIFICANT
RATES INCREASE.

The OAG has discovered that the impacts of transferring IPL customers to MERC rates will
be even greater than the estimates provided in the OAG’s initial Comments.! The OAG provided
detailed estimates in its Comments of the effect of converting IPL customers to MERC’s current
interim rates or the rates that MERC has proposed in its pending rate case.” The OAG developed its
initial analysis based primarily on customer counts, customer charge, volumetric rate, and average
usage provided by the Petitioners in Attachment F to the initial Petition. The OAG also requested
that the Petitioners provide more data to ensure that the estimate was as accurate as possible. After
receiving the Petitioners’ response to this request, the OAG concluded that the data provided was
both internally inconsistent, and inconsistent with the data included in Attachment F to the initial
Petition. The Petitioners subsequently provided supplemental responses.” The Updated Tables
attached as Exhibit A incorporate this additional information to provide updated estimates that
reveal rate increases even greater than those calculated for the OAG’s initial Comments.

Transferring IPL’s residential customers to MERC’s interim rates will increase their average
annual bills by approximately 48%." When compared to MERC’s proposed rates, residential
customers could see their bills increase by more than half, approximately 52.42%.> Small C&I
customers would see rate increases of 42.15% if transferred to MERC’s interim rates, or 41.41%

under MERC’s proposed rates. Interruptible customers would see increases of even greater

! The results of this updated analysis are included as Exhibit A, and the analysis conducted to complete the tables in
Exhibit A is included as Exhibit B. The OAG will also file Exhibit B as a live spreadsheet.

2 In the Matter of the Application of Minnesota Energy Resources Corporation for Authority to Increase Rates for
Natural Gas Service in Minnesota, Docket No. GO11/GR-13-617, OAH Docket No. 8-2500-31126.

? Response to OAG IR 012, Exhibit C.

* Updated Table 4, Exhibit A.

> Id.



magnitudes, including a rate increase of 355.66% if small volume interruptible customers are
transitioned to MERC’s interim rates.®

In addition to increased total bills, IPL customers would be subjected to massive customer
charge increases. Residential customers would see their customer charge increased by more than
90%." Small C&I customers would see increases of more than 200%.* Large customers would see
customer charge increases that approach, and even exceed, 1000%.’ Transitioning IPL customers
to MERC’s proposed rates, for example, would result in more than $50 of unavoidable cost
increases every year for every resident,'’ including those who have limited ability to absorb
increased costs such as seniors and low-income families.

IPL customers might attempt to mitigate their increased fixed costs by using less gas, but
their ability to do so will be limited because distribution rates will also be increased.!’ Residential
customers’ distribution rates will increase by more than 30%, and small C&I customers will see
increases of approximately 20%.'> Large volume interruptible customers will see increases of
nearly 100% under MERC’s proposed rates, while small volume interruptible customers will see
increases of 200% to 300%."* In addition to MERC’s increased distribution charges, IPL customers
would also have to pay higher fuel rates under either MERC’s interim or proposed rates.*

The result of these increases is that, without including the cost of gas, IPL customers will
pay approximately $1.8 million in additional costs per year to receive natural gas service. More

than $1 million of this additional revenue would be paid by residential customers. When the cost of

°1d
7 Updated Table 2, Exhibit A.
8
Id.
’1d.
“1d.
' Updated Table 3, Exhibit A.
12
Id.
P 1d.
" IPL’s current fuel rate is $0.57079, while MERC’s interim and proposed fuel rates are $0.62256 and $0.63590,
respectively, for Residential and Small C&I customer classes. Response to OAG IR 012, Exhibit C; Revised OAG IR
005, 006, Exhibit D.



gas is included, IPL customers will pay more than $4 million in additional costs and residential
customers will bear approximately $2.3 million of the additional costs assuming that they do not
alter their gas use. Transferring IPL customers to MERC’s rates would result in millions of dollars
of additional revenue without requiring the Petitioners to establish a new revenue requirement.

The proposal’s substantial rate increases raise several serious concerns. First, the Petitioners
ask the Commission to authorize significant rate increases without following the general rate case
procedures established in Minnesota Statutes section 216B.16. The rate case procedures are
necessary to protect the interests of ratepayers and ensure that the Commission has the information
necessary to ensure that utility rates are just and reasonable. The Petitioners argue that a rate
increase is justified because IPL has not been generating enough revenue to recover its costs and the
expense of filing a rate case would be inefficient. But the Petitioners’ proposed solution to this
problem is to attempt to increase rates for IPL customers without submitting their financial data to
the scrutiny that is provided in a general rate case. At this point, neither the Commission nor
interested parties have the necessary financial data that a utility is required to provide in order to
substantiate a revenue deficiency. And even if the Commission had been provided with such data,
it has not been subjected to the level of critical analysis that allows the Commission to determine
whether the requested rate increases are just and reasonable.

In addition to the concerns raised by increasing rates outside of a rate case, the increases
requested by the Petitioners are so great that they will likely result in rate shock. The most recent
Xcel Energy rate case demonstrates the absurdity of the Petitioners’ request.15 Xcel Energy asked
for authority to increase its customer charge from $7.11 for overhead residential customers and

$9.11 for underground customers to $10.00 and $12.00, respectively, when Xcel had raised the

' In the Matter of the Application of Northern States Power Company for Authority to Increase Rates for Electric
Service in the State of Minnesota, Docket No. E-002/GR-12-961 (2013).
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customer charge by 15% only the year before.'® The Commission rejected the recommendation of
the Company, the Department, and the ALJ and limited the increase to less than one dollar because
of concerns about rate shock.'” The Commission concluded that the recommended increase,
“coming on the heels of the prior increase, [was] simply too high,” especially given that the
“Commission must . . . avoid any increase that could result in rate shock.”™®  Given the
Commission’s concern for rate shock in the Xcel case, which contemplated rate increases much
smaller than a 90% increase to the customer charge in a single year and a 52.42% increase to
average bills, it is clear that the rate increases proposed by the Petitioners could result in rate shock.

The Petitioner’s proposal to transfer IPL customers to MERC rates would result in increased
average bills, customer charge, and distribution charge for all customers. Residential customers
would see a 52.42% increase in their average bills. MERC would recover millions of dollars in
additional revenue from the IPL customers, and most of those costs would be borne by residential
customers. Increases of this magnitude are unreasonable, especially when they are not supported by
the financial data and analysis provided in a rate case. The Petitioners’ proposal to transfer IPL
customers to MERC rates is not consistent with the public interest.

III. THE COMMISSION SHOULD USE CURRENT RATES, RATHER THAN HYPOTHETICAL
FUTURE RATES, TO ANALYZE THE CONSEQUENCES OF THE PETITIONERS’ PROPOSAL.

The Department provided estimates of the effect of transferring IPL customers to MERC’s
rates in its Comments. The OAG has several concerns with the Department’s analysis. First, the
Department compared IPL’s 2014 rates to MERC’s rates and found that the proposed transfer
would result in rate increases of 17.46% for residential; 9.57% for small C&l; 16.13% for large
volume interruptible customers; and no change for large volume transportation customers. The

Department did not provide an estimate for large C&I customers. The OAG has been unable to

1 1d. at 29.
714,
814



determine how the Department calculated these estimates because it appears that the Department
incorrectly identified the source of its data.'’

Second, in addition to calculating average annual bills, the Department produced a table
described as a Comparison of MERC’s Rates with IPL’s Projected Rates.” For purposes of its
comparison, the Department accepted IPL’s claim that its current rates do not recover its full cost of
service and developed hypothetical future rates that could result if IPL filed a rate case instead of
completing the proposed transaction. The OAG recognizes that the Department was attempting to
provide the Commission with a direct comparison between MERC’s future rates and what IPL rates
could be if the Petition is not approved. While this analysis may be theoretically helpful, there are
significant limitations in projecting future rates based only on the data provided by Petitioners.

For example, in projecting IPL’s future rates, it appears that the Department accepted at face
value a 2014 revenue requirement projected by IPL. IPL has not provided the wealth of financial
information that would be required to support a revenue requirement in a rate case. Further, the
public agencies and other parties have not had the opportunity to conduct the critical analysis that is
common in rate cases. It is likely that this type of critical analysis would uncover some costs that
are not appropriate for full recovery.

After accepting IPL’s claimed revenue requirement, the Department projected a new rate
design for IPL customer classes based on the rate design that MERC has proposed in its pending
rate case.”’ This is also problematic for several reasons. First, the Commission has not yet

approved any final rates in MERC’s pending rate case. Second, this method assumes that

1% Specifically, the Department indicated that its data was based on Attachment A of the Petition, but Attachment A is
simply a list of communities served by IPL and contains no relevant data. Attachment A to the Petitioners’ Response to
DOC IR 4 contains data about average customer bills, but does not provide the same level of detail as the data the OAG
used to calculate its estimated rate increases. Even using the data provided in Attachment A to DOC IR 4, the OAG has
been unable to replicate the Department’s analysis. DOC IR 4, Exhibit E.

0 In calculating its estimates, the DOC used data from the Supplemental Response to DOC IR 5, Exhibit F.

' 1t is unclear why the Department is assigning MERC’s interim rate to MERC, but assigning MERC’s proposed rate
design to IPL for the purposes of its analysis.



integrating the IPL customers into MERC’s system will not result in any change to MERC’s
revenue apportionment or rate design. While the Department’s method has theoretical merit for a
limited purpose, it is likely that the practical effect of the incomplete data provided by the
Petitioners is that the Department’s projection is too high.

If IPL can substantiate its claims that its current cost of service is much higher than is
reflected in its current rates, it would be entitled to a rate increase in the future by filing a rate case.
But at this point in time, and in this particular docket, IPL has not done so. Assuming that an IPL
rate case would result in increased rates is not enough to justify increasing rates before a rate case
has even been filed. Without a rate case, there is simply not enough information to establish what
IPL’s theoretical revenue requirement or rate design should be. And there is no guarantee that the
due process rights of IPL customers will be protected without the procedural protections provided
by Minnesota Statutes section 216B.16.%

Rather than analyzing an unsubstantiated future rate for IPL customers, the Commission
should base its analysis on the rates that currently exist: IPL’s current rates and MERC’s interim
and proposed rates. Doing so will allow the Commission to determine what the actual result of
transferring IPL customers to MERC rates will be. The OAG has performed this analysis, and the
results demonstrate that the Petitioner’s proposal to transfer IPL customers to MERC rates would
result in immediate and dramatic rates increases for all customers. The Petitioners have failed to
establish that such a rate increase is consistent with the public interest.

IV. THE COMMISSION’S PRECEDENT DEMONSTRATES THAT IT IS NOT CONSISTENT WITH THE
PUBLIC INTEREST TO INCREASE RATES OUTSIDE OF A COMPREHENSIVE RATE CASE.

The established method for increasing utility rates is to file a rate case under Minnesota

Statutes section 216B.16. The Petitioners propose to increase rates without following these statutory

** See Minn. Stat. § 216B.16, subd. 4 (“The burden of proof to show that the rate change is just and reasonable shall be
upon the public utility seeking the change.”).
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procedures, but the Petition does not identify any authority establishing that increasing rates for IPL
customers without filing a rate case is consistent with the public interest. Instead, during discovery
the Petitioners compared their proposed transaction to a 1979 case where the Commission increased
rates in the course of authorizing a service area transfer. The OAG did not have an opportunity to
respond in full to the Petitioners’ late citation to this alleged authority at the time initial Comments
were filed. Now that the OAG has had the opportunity to review the entire file, it is clear that the
Commission’s decision in In the Matter of the Joint Petition of Minnesota Power and Light Co. and
Rainy River Improvement Co. Requesting an Order Authorizing the Purchase of all of the Electric
Utility Property of Rainy River by Minnesota Power and Light (“Rainy River”) is distinguishable
from the proposal in this docket.”> In fact, a careful evaluation of the Rainy River case, and a
review of more recent Commission decisions like MERC’s recent property acquisition in Docket
No. G-008, 010/PA-93-92, demonstrates that it supports the OAG’s position that the Petitioners’
proposal to increase rates for IPL customers without the procedural protections of a rate case is not
consistent with the public interest.

A. IN RAINY RIVER, THE COMMISSION DENIED A REQUEST TO IMMEDIATELY RAISE
RATES FOR THE RAINY RIVER CUSTOMERS.

In 1978, the Rainy River Improvement Company filed a Petition before the Commission
requesting authorization to sell all of its assets and transfer its service area to Minnesota Power &
Light (“MP&L”). The Commission initially approved the transaction, and MP&L included

facilities it would acquire from Rainy River in its 1978 general rate case filing,”* but the

2 In the Matter of the Joint Petition of Minnesota Power and Light Company and Rainy River Improvement Company
Requesting an Order Authorizing the Purchase of all of the Electric Utility Property of Rainy River by Minnesota
Power and Light, E-018, E-015/SA-78-1032 (hereinafter “Rainy River”).

* Docket E-015/GR-78-514.



Commission rescinded its approval before the transaction was completed when it determined that
implementing the transaction would increase rates for Rainy River customers.”

The Commission scheduled a public hearing in International Falls on July 25, 1979, and
adopted in full the Findings and Conclusions of the Hearing Examiner.”® The Examiner found that
Rainy River was a wholly owned subsidiary of Boise Cascade Corporation, a paper manufacturer
operating in International Falls.” Rainy River provided mostly hydro-power; it purchased 51% of
its power directly from Boise’s hydro generation, and contracted with Ontario Hydro for the
remaining 49%.*® In December, 1978, Rainy River learned that Ontario Hydro would not renew its
contract, and Rainy River was faced with the sudden need to nearly replace half of its power
requirements.29 Ultimately Rainy River decided to sell its assets and service area to MP&L rather
than attempt to secure additional power.

The Examiner found that the proposed sale would significantly increase utility rates for
Rainy River’s residential and commercial customers.*’ Comparatively, the purchase would have no

impact on the rates of MP&L’s existing customers.”'

Without the contract from Ontario Hydro,
Rainy River had only a few options: it could dramatically increase its rates in order to fund the
construction of additional generation facilities, it could purchase additional power from other
generators at rates similar to those proposed by MP&L, or it could sell its assets and service area to
a company like MP&L.* Based on these options, the Examiner concluded that a significant rate

. . . o - . 33
increase for the Rainy River customers was “virtually unavoidable.”

* Rainy River, Order Partially Rescinding Previous Order (April 17, 1979). OAG Comments, Exhibit A.
26 Rainy River, Order Adopting Examiner’s Report (Aug. 19, 1980). OAG Comments, Exhibit B.

Z Rainy River, Report of Hearing Examiner, at 2 (Aug. 22., 1980). Exhibit G.

1

*1d. at 3.

'1d. at 3, 4.

> 1d.

P 1d. at 4.



The primary reason for the unavoidable increase was that Rainy River’s hydro-power was

significantly less expensive than coal and oil.*

It was unlikely that Rainy River could secure
additional hydro-power, so the replacement power would be much more expensive. Additionally,
Rainy River’s generating and transmission plant was old and had been built at a time when utility
construction was more economically feasible; most of the costs had been fully amortized, and
replacing the plant with modern upgrades would be extremely expensive.3 > The Examiner
concluded that selling Rainy River’s assets to MP&L was a strong alternative because neither Boise
nor Rainy River had any particular expertise in the utility industry and their electricity generation

3 )
»36 For those reasons, the Examiner recommended

business was a relic “from a bygone era.
approving the sale to MP&L.

After the Commission adopted in full the Examiner’s findings, conclusions, and
recommendation to approve the proposed purchase, it ordered MP&L to submit alternative
proposals to mitigate “sudden and dramatic rate increase” from transferring the Rainy River
customers to MP&L rates. >’ MP&L submitted a proposal to phase-in the rate increase over several
years, and after receiving comments from parties in both the service area docket and MP&L’s
ongoing general rate case, Docket No. E-15/GR-80-76, the Commission issued its Order
Concerning a Phase-In of Rates on December 16, 1980. The Commission concluded that the
proposed sale would result in a rate increase of 34% for residential customers, while commercial

and industrial customers could see a rate increase of up to 64%.>® On the other hand, the

Commission found that the sale would actually decrease the retail cost of service for the entire
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MP&L system, and would reduce MP&L’s revenue deficiency by $2 million.* The Commission
concluded that it was appropriate for the Rainy River customers to share in some of the benefit that
MP&L customers would receive from the transaction so the Commission ordered MP&L to phase-
in the proposed rate increases to Rainy River customers over a period of three years beginning on
1.40

January 1, 198

B. THE RAINY RIVER CASE DEMONSTRATES THAT INCREASING UTILITY RATES
OUTSIDE OF A RATE CASE IS NOT CONSISTENT WITH THE PUBLIC INTEREST.

The Rainy River case illustrates that requests to immediately increase rates outside of a rate
case should be denied, and that even limited proposals to phase-in “virtually unavoidable” rate
increases over many years should be granted only when there are extenuating circumstances. The
Petitioners have not demonstrated that any of the extenuating circumstances present in Rainy River
exist in this case.

In particular, after unexpectedly losing nearly half of its power generation, Rainy River
needed to provide alternative power or its customers would go without power. But there is nothing
sudden or unexpected about IPL’s circumstances, and there is no danger that IPL customers will go
without service. IPL claims that it requires a dramatic rate increase to meet its cost of service, but
that situation is the result of IPL’s judgment call not to file a rate case for nearly twenty years,
rather than the unexpected loss of a major power supplier such as in Rainy River. Furthermore, IPL
would be entitled to recover at least some portion of its rate case expenses through rates in addition
to the nearly one million dollars in additional revenue it believes that it is entitled to.*!

In addition, when the Rainy River case was filed in 1978, the Minnesota Public Utilities Act
was relatively new. The current rate case procedures, contained in Minnesota Statutes section

216B.16, comprise 19 separate subdivisions; in 1974, section 216B.16 had only seven

¥1d. at 3.
“Id. at 4.
*! Response to DOC IR 5, Exhibit F.
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subdivisions.” The procedures did not have provisions for construction work in progress until
1977, and provisions to create a contested case by referring a docket to the Office of
Administrative Hearings were not enacted until 1978, the very year that Rainy River was filed.**
Section 216B.16 has been amended more than forty times since it was enacted in 1974 in order to
ensure that the due process rights of ratepayers are protected when public utilities seek to increase
rates. Many of the procedures that protect the due process rights of ratepayers today were not in
place or not fully developed when the Rainy River case was decided.

The Petitioners in this case also ask the Commission to ignore the additional procedural
steps that were taken in Rainy River. Once it determined that the Rainy River sale would increase
rates, the Commission ordered the petitioners to submit alternative proposals, required public
hearings and received an Examiner’s report, and solicited comments in multiple dockets before
reaching a decision. Even after all of these additional procedures, the Commission did not
immediately increase rates as the Petitioners propose to do in this docket. Granting the Petitioners’
request would depart from the additional procedures the Commission required in Rainy River as
well as the procedures the legislature has established for increasing utility rates.

Further details serve to distinguish the Petitioners’ proposal from the Rainy River case. In
Rainy River, the utilities had established that the sale would decrease retail cost of service for the
entire MP&L system and would reduce MP&L’s revenue deficiency by $2 million,” but the
Petitioners have not established any similar facts in this case. One reason that they have been

unable to do so is that there has been no critical analysis of IPL’s alleged revenue deficiency,*® no

“2 Laws of Minnesota 1974, chapter 429 § 16.

* Laws of Minnesota 1977, chapter 359 §§ 1-6.

* Laws of Minnesota 1978, chapter 694 § 1.

* Rainy River, Order Concerning a Phase-In of Rates for Customers of Rainy River Improvement Company, at 3 (Dec.
16, 1980).

* IPL believes that a rate case would establish a revenue deficiency of approximately $970,000 based on a 2013 test
year. But IPL specifically noted that it “does not have information available to calculate revenue requirements for IPL-
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consideration the effect that transferring the IPL customers would have on MERC’s revenue
requirement, and no cost of service study. In Rainy River, the Commission had at least some of this
information because MP&L had included the Rainy River assets in their ongoing rate case. *" This
information is totally absent from the Petitioners’ current filing. In fact, the Petitioners’ proposal
does not identify any of the extenuating circumstances that justified the phase-in that was
appropriate for Rainy River’s power generation crisis in 1978. Instead, the Rainy River case
demonstrates that the Petitioners’ proposal to immediately increase utility rates is not consistent
with the public interest.

C. THE COMMISSION’S RECENT PRECEDENT SHOWS THAT RATES SHOULD NOT BE
INCREASED WHEN CUSTOMERS ARE TRANSFERRED BETWEEN UTILITIES .

In several recent cases, the Commission has expressed its preference for maintaining
existing rates and keeping customers separate when they are transferred between utilities. For
example, in In the Matter of the Joint Petition of Minnegasco, a Division of Arkla, Inc., and
Midwest Gas, a Division of Midwest Power Systems, Inc., for Authority to Exchange Assets, Utility
Operations and Business, Minnegasco agreed to exchange its natural gas properties in South
Dakota for Midwest’s natural gas properties in Minnesota.* The Commission ultimately approved
the sale, but ordered that Midwest’s former customers would “continue to be served under terms of

Midwest’s existing tariffs.”*’

The Commission also noted that Minnegasco did not intend to
consolidate the Midwest customers with its rates at the time of the exchange, and would do so in the

future by filing a general rate case.”® The Commission ordered Minnegasco to provide additional

information in its next rate case in order to justify any consolidation, including an explanation of

Minnesota Gas jurisdiction for a 2014 test year,” and that their claimed deficiency is simply an estimate. Response to
DOC IR 5, Exhibit F.

* Rainy River, Order Partially Rescinding Previous Order (April 17, 1979).

* Docket No. G-008, 010/PA-93-92, 1993 WL 597808 (1993).

Y 1d. at2.

*1d.
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the “used and usefulness of the combined peak-shaving facilities, concerning alternative capacity
available or acquired through the exchange,” an explanation for the “impact on current Minnegasco
customers demonstrating that they would not be harmed as a result of the consolidation,” as well as
all information “needed to quantify and verify exchange related savings and cost increases.”"

The Commission took a similar position when MERC acquired new customers in a property
acquisition docket. MERC purchased the assets of Aquila, Inc. and began to provide natural gas
service to Aquila’s customers in 20062 As part of the sale, the Commission ordered MERC to
“sell and offer to sell natural gas service in the transferred service areas pursuant to the same rates,
terms and conditions as set forth in Aquila’s current tariff.”® MERC operated the Aquila
customers as separate group until the Commission was provided with all of the information required

* n both of these cases, which are much

to justify their consolidation in MERC’s 2010 rate case.’
more recent than Rainy River, the Commission ordered the utilities to keep the new customers
separate and maintain their current rates until a rate case was filed to integrate them. The
Commission should follow the same procedures in this case.

VI. CONCLUSION

If the Petitioners’ proposal is granted, natural gas rates would immediately increase by
52.42% for residential customers and 41.41% for small commercial and industrial customers.
Recent Commission precedent favors keeping ratepayers separate and maintaining current rates
when customers are transferred between utilities. Even the so-called precedent cited by the

Petitioners fails to support their request to increase rates for IPL customers. The OAG requests

that, should the Commission approve the Petitioners’ transaction, IPL customers be maintained

'Id. at 11.

2 In the Matter of the Sale of Aquila, Inc.’s Minnesota Assets to Minnesota Energy Res. Corp., Docket No. G-
007,011/M-05-1676.

> Id. at 9.

> In the Matter of the Application of Minnesota Energy Res. Corp. for Authority to Increase Rates for Natural Gas
Serv. in Minnesota, Docket No. G-007,011/GR-10-977, at 36.
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separately and at their current rates until they can be integrated in a comprehensive rate case. The

Commission should require the Petitioners to increase rates for IPL customers in the same way that

all other utilities are required to increase their customers’ rates — by filing a general rate case to

ensure that ratepayers’ due process rights are protected and that the Commission has the

information required to ensure that utility rates are just and reasonable.

Dated:

Respectfully submitted,

LORI SWANSON
Attorney General
State of Minnesota
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Assistant Attorney General
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Exhibit A

These tables are updated to include information that was not available at the time the

OAG filed its initial comments and to correct data entry errors. Average therm use per customer

has been corrected to 834 therms per year for residential customers rather than the 843 therms

per customer in initial Comments. Rates for IPL customers are drawn from Attachment F to the

initial Petition and correctly use a CCRA of -$0.01350 rather than the incorrect CCRA of

$0.01350 that was reflected in the Petition. MERC interim rates are based upon the approved

interim tariffs for Docket 13-617. MERC’s proposed rates have been updated to incorporate the

changes that the Company agreed to in rebuttal testimony in Docket 13-617.

used to develop these tables is provided in Exhibit B.

The calculations

Updated Table 4
Average Annual Bill Comparison
IPL Current MERC Interim % Change e EACnEs
Customer Class . . . Proposed MERC

Annual Bill Annual Bill MERC Interim g
Annual Bill Proposed
Residential $215.53 $318.99 48.00% $328.50 52.42%
C&I < 1,500 $660.87 $939.44 42.15% $934.54 41.41%
C&I> 1,500 $3,118.44 $3,949.70 26.66% $3,802.45 21.93%
SVI - Sales $2,664.94 $12,142.99 355.66% $10,000.16 275.25%

LVI-
. $34,404.34 $58,951.19 71.35% $67,173.66 95.25%
Transportation




Updated Table 1

Increase in Revenue Recovery

Customer IPL IPL MERC's MERC's
Class Customers | Current Rates Current Rates Proposed Rates Proposed Rates

without Gas with Gas without Gas with Gas
Residential 9411 $2,028,377.86 $ 6,508,379.57 $3,091,558.67 $ 8,826,029.93
C&lI < 1,500 1192 $ 787,757.97 $ 2,979,947.74 $1,113,969.56 $ 3,920,006.27
C&I> 1,500 10 $ 31,184.36 $ 12479392 $ 38,024.52 $ 157,846.20
SVI - Sales 48 $ 127,916.88 $ 1,707,817.54 $ 480,007.45 $ 2,367,073.92
LVI- 2 $ 6880868 | $  68808.68 $ 134,347.32 $ 13434732

Transportation

TOTALS 10663 $3,044,045.75 $11,389,747.46 $4,857,907.52 $15,405,303.65

Incremental rate difference (w/o Gas Costs) = $ 1,813,861.77

Incremental rate difference (with Gas Costs) = $ 4,015556.19

Updated Table 2
Customer Charge Comparison
% Change % Change to
Customer Class IPL MER.C to MERC . MERC
Current Interim . Proposed

Interim Proposed
General Service - NNG Residential $ 5.00 $ 9.9 91.80% $ 9.50 90.00%
General Service - NNG C&I < 1,500 $ 5.00 $ 16.36 227.20% $ 18.00 260.00%
General Service - NNG C&I > 1,500 $ 5.00 $ 39.49 689.80% $ 45.00 800.00%
SVI - NNG Sales $ 14.00 $169.26 1109.00% $165.00 1078.57%
LVI - NNG Transportation $100.00 $197.47 97.47% $295.00 195.00%




Updated Table 3
Distribution Charge Comparison

IPL MERC % Change MERC % Change

Customer Class Volumetric Interim to MERC Proposed to MERC

Charge Volumetric Interim Volumetric | Proposed
General Service NNG Residential $0.18649 $0.24450 31.11% $0.25720 37.92%
General Service NNG C&lI < 1,500 $0.18649 $0.23064 23.67% $0.22301 19.58%

General Service NNG C&I > 1,500 $0.18649 $0.21194 13.65% $0.19893 6.67%

SVI - NNG Sales $0.03500 $0.14174 304.97% $0.11242 221.20%
LVI - NNG Transportation $0.03499 $0.06186 76.79% $0.06957 98.83%




EXHIBIT B



Original hi F OAG's Initial Comments OAG's Reply Comments
OAG's
MERC
IPL Current Rebuttal
0OAG's MERC Rates (with  MERC Final Rates
IPL Current MERC Interim IPL Current MERC Interim Proposed Final MERC Interim (with MERC
Rates Rates % Diff Rates Rates % Diff Rates % Diff revised 005) Rates % Diff | revised 006) % Diff

Residential
# of customers 9,411 9,411 0.000% 9.411 9.411 0.000% 9.411 0.000% 9,411 9.411 0.000% 9,411 0.000%
Average Use/customer 834 834 0.000% 843 843 0.000% 843 0.000% 834 834 0.000% 834 0.000%
Customer Charge $ 500 $ 9.59 91.800%| |$ 500 $ 9.59 91.800%| $ 11.00  120.000%] $ 5.00 $ 9.59 91.800%| $ 9.50 90.000%)|
Fuel $ 0.57079 $  0.62256 9.070%| [$ 0.57079 $  0.62256 9.070%|$  0.63590 11.407% $ 0.57079 $ 0.62256 9.070%| $ 0.73062 28.002%)|
Therm Charge (less base fuel) $ 0.19769 $  0.22290 12.752%| |'$  0.19769 $  0.22290 12.752%| $  0.22848 15.575% $ 0.19769 $ 0.22290 12.752%| $  0.23560 19.176%
CCRA $ 0.01350 $  0.01719 27.333%| |$ 0.01350 $  0.01719 27.333%| $  0.02432 80.148% $(0.01350) $ 0.01719 -227.333%| $ 0.01719 -227.333%)
GAP $ 0.00230 $  0.00441 91.739%| [$ 0.00230 $  0.00441 91.739%| $  0.00390 69.565% $ 0.00230 $ 0.00441 91.739%| $  0.00441 91.739%)|
Total Volumetric Charge $ 021349 $  0.24450 14.525%| |$ 021349 $  0.24450 14.525%| $  0.25670 20.240% $ 0.18649 $ 0.24450 31.106%| $  0.25720 37.916%)|
Annual Bill w/o Gas Costs $ 22500 $ 301.00 33.778%| | $ 23997 $ 321.00  33.767%| $ 348.40  45.185% $ 21553 § 31899  48.003%|$  328.50 52.417%
Annual Bill with Gas Costs $ 71400 $ 838.00 17.367%| |$ 72115 $ 846.01  17.314%| $ 884.46  23.874% $ 69157 $ 838.21 21.204%|$  937.84 35.611%
Small C&I
# of customers 1,192 1,192 0.000% 1,192 1,192 0.000% 1,192 0.000% 1,192 1,192 0.000% 1,192 0.000%
Average Use/customer 3,222 3,222 0.000% 3,222 3,222 0.000% 3,222 0.000% 3,222 3,222 0.000% 3,222 0.000%
Customer Charge $ 500 $ 16.36 227.200%| | $ 500 $ 1636 227.200%| $ 18.00  260.000%] $ 500 $ 1636  227.200%| $ 18.00 260.000%
Fuel $ 0.57079 $  0.62256 9.070%| [$ 0.57079 $  0.62256 9.070%|$  0.63590 11.407% $ 0.57079 $ 0.62256 9.070%| $ 0.73062 28.002%)|
Therm Charge (less base fuel) $ 0.19769 $  0.20904 5741%| |$ 0.19769 $  0.20904 5.741%| $  0.22817 15.418% $ 0.19769 $ 0.20904 5.741%( $ 0.20141 1.882%)
CCRA $ 0.01350 $  0.01719 27.333%| |$ 0.01350 $  0.01719 27.333%| $  0.02432 80.148% $(0.01350) $ 0.01719 -227.333%| $ 0.01719 -227.333%)
GAP $ 0.00230 $  0.00441 91.739%| [$ 0.00230 $  0.00441 91.739%| $  0.00390 69.565% $ 0.00230 $ 0.00441 91.739%| $  0.00441 91.739%)|
Total Volumetric Charge $ 021349 $  0.23064 8.033%| [$ 021349 $§  0.23064 8.033%| $  0.25639 20.095% $ 0.18649 $ 0.23064 23.674%| $  0.22301 19.583%
Annual Bill w/o Gas Costs $ 697.00 $ 870.00 24.821%| | $ 747.86 $ 939.44  25.617%|$ 1,042.09  39.343% $ 66087 $ 93944  42.152%|$  934.54 41.410%
Annual Bill with Gas Costs $2,587.00 $ 2,945.00 13.838%| |$ 2,587.00 $ 294533  13.851%|$ 3,090.96  19.480% $2,499.96 $294533  17.815%| $ 3,288.60 31.546%
Large C&I
# of customers 10 10 0.000% 10 10 0.000% 10 0.000% 10 10 0.000% 10 0.000%
Average Use/customer 16,400 16,400 0.000% 16,400 16,400 0.000% 16,400 0.000% 16,400 16,400 0.000% 16,400 0.000%
Customer Charge $ 500 $ 39.49 689.800%| | $ 500 $ 39.49  689.800%| $ 45.00  800.000% $ 500 $ 3949  689.800%| $ 45.00 800.000%)|
Fuel $ 0.57079 $  0.62256 9.070%| [$ 0.57079 $  0.62256 9.070%|$  0.63590 11.407% $ 0.57079 $ 0.62256 9.070%| $ 0.73062 28.002%)|
Therm Charge (less base fuel) $ 0.19769 $  0.19034 -3.718%| |$  0.19769 $  0.19034 -3.718%| $  0.16713  -15.459% $ 0.19769 $ 0.19034 -3.718%| $  0.17733 -10.299%
CCRA $ 0.01350 $  0.01719 27.333%| |$ 0.01350 $  0.01719 27.333%| $  0.02432 80.148% $(0.01350) $ 0.01719 -227.333%| $ 0.01719 -227.333%)
GAP $ 0.00230 $  0.00441 91.739%| [$ 0.00230 $  0.00441 91.739%| $  0.00390 69.565% $ 0.00230 $ 0.00441 91.739%| $  0.00441 91.739%)|
Total Volumetric Charge $ 021349 $ 021194 -0.726%| |$ 021349 $§  0.21194 -0.726%| $  0.19535 -8.497%! $ 0.18649 $ 0.21194 13.647%| $  0.19893 6.671%
Annual Bill w/o Gas Costs $ 3302 $ 3,595 8.873%| |$ 3,561 $ 3,950 1091%| $ 3,744 5.125% $ 3118 $ 3950 26.66%| $ 3,802 21.934%
Annual Bill with Gas Costs $ 12,922 $ 14,159 9.573%| | $ 12,922 $ 14,160 9.578%| $ 14,173 9.677 % $ 12479 $ 14,160 13.465%|$ 15,785 26.486 %
Small Volume Interruptible
# of customers 48 48 0.000% 48 48 0.000% 48 0.000% 48 48 0.000% 48 0.000%
Average Use/customer 71,341 71,341 0.000% 71,341 71,341 0.000% 71,341 0.000% 71,341 71,341 0.000% 71,341 0.000%
Customer Charge $ 1400 $ 169.26 1109.000%| |$ 14.00 $ 169.26  1109.000%| $ 165.00 1078.571% $ 1400 $ 169.26 1109.000%|$  165.00 1078.571%
Fuel $ 046137 $  0.44029 -4.569%| |$ 046137 $  0.44029 -4.569%|($  0.44825 -2.844%! $ 046137 $ 0.44029 -4.569%| $  0.55107 19.442%
Therm Charge (less base fuel) $ 0.04620 $  0.12014 160.043%| [$ 0.04620 $  0.12014  160.043%| $  0.11049  139.149% $ 0.04620 $ 0.12014  160.043%| $ 0.09082 96.580%)|
CCRA $ 0.01350 $  0.01719 27.333%| |$ 0.01350 $  0.01719 27.333%| $  0.02432 80.148% $(0.01350) $ 0.01719 -227.333%| $ 0.01719 -227.333%
GAP $ 0.00230 $  0.00441 91.739%| [$ 0.00230 $  0.00441 91.739%| $  0.00390 69.565% $ 0.00230 $ 0.00441 91.739%| $  0.00441 91.739%)|
Total Volumetric Charge $ 0.06200 $  0.14174 128.613%| [$ 0.06200 $  0.14174 128.613%|$  0.13871  123.721% $ 0.03500 $ 0.14174  304.971%| $ 0.11242 221.200%)
Annual Bill w/o Gas Costs $ 3464 $ 10,602 206.062%| | $ 4,591 $ 12,143 164.487%| $ 11,875  158.650% $ 2665 $ 12,143 355.657%|$ 10,000 275.249%
Annual Bill with Gas Costs $ 37,506 $ 46,554 24.124%| | $ 37,506 $ 43,554  16.125%| $ 43,854  16.925% $ 35580 $ 43,554 22412%|$ 49,314 38.602%
Transportation
# of customers 2 2 0.000% 2 2 0.000% 2 0.000% 2 2 0.000% 2 0.000%
Average Use/customer 914,671 914,671 0.000% 914,671 914,671 0.000% 914,671 0.000% 914,671 914,671 0.000% 914,671 0.000%
Customer Charge $ 100.00 $ 197.47 97.470%| |$ 100.00 $ 197.47 97.470%| $ 295.00  195.000% $ 100.00 $ 197.47 97.470%| $  295.00 195.000%
Admin Charge $ 100.00 $ 70.00 -30.000%| | $ 100.00 $ 70.00  -30.000%| $ 70.00  -30.000% $ 100.00 $ 70.00  -30.000%| $ 70.00 -30.000%
Fuel
Therm Charge (less base fuel) $ 0.04619 $  0.04026 -12.838%| | $ 0.04619 $  0.04026  -12.838%| $  0.04854 5.088% $ 0.04619 $ 0.04026  -12.838%| $ 0.04797 3.854%
CCRA $ 0.01350 $  0.01719 27.333%| |$ 0.01350 $  0.01719 27.333%| $  0.02432 80.148% $(0.01350) $ 0.01719 -227.333%| $ 0.01719 -227.333%
GAP $ 0.00230 $  0.00441 91.739%| [$ 0.00230 $  0.00441 91.739%| $  0.00390 69.565% $ 0.00230 $ 0.00441 91.739%| $  0.00441 91.739%)|
Total Volumetric Charge $ 0.06199 $  0.06186 -0.210%| |$ 0.06199 $  0.06186 -0.210%[ $  0.07676 23.826% $ 0.03499 $ 0.06186 76.793%| $  0.06957 98.828%)
Annual Distribution Serv Cost | $ 44,649 $ 40,035 -10.334%
Annual Total Cost $ 59,100 $ 58,952 -0.250%)| | $ 57,900 $ 58,951 1.815%| $ 73,750 27.374% $ 34404 $ 58951  71.348%|$ 67,174 95.247%
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Table 2

Customer Charge Comparison

Percent Percent
Change 2013 Rate| Change from
from IPL | Case with | IPL Current
Current to | Rebuttal to MERC
IPL MERC 13-617 | Rebuttal 13-
Customer Class Current Interim Interim Rates 617 Rates
General Service - NNG Residential Sales $ 500]% 959 91.80%| $ 9.50 90.00%
General Service - NNG C&I < 1,500 $ 500]% 1636 227.20%]| $ 18.00 260.00%
General Service - NNG C&I > 1,500 $ 500]1$% 39.49 689.80%| $ 45.00 800.00%
Small Volume Interruptible - NNG Sales $ 14.00]$ 169.26 | 1109.00%] $ 165.00 1078.57%
Large Volume Interruptible - NNG Transportation | $ 100.00 | $ 197.47 97.47%| $ 295.00 195.00%




Table 3

Distribution Charge Comparison

Dollar | Percent Percent |
Difference | Differenc Dollar  |Difference IPL|

Total | IPLv. |eIPLv. Total | Difference IPL| v.MERC

MERC | MERC | MERC Rebuttal 13] v.MERC [ Rebuttal 13-

Total IPL Interim | Interim | Interim Rebuttal 13| Rebuttal 13- 617 MERC | Rebuttal 13- 617

IPL Dist | IPL CCRA| IPL GAP |Volumetric| MERC Interim Dist Volumetric| Volumetric|Volumetri 617MERC | 617 MERC | Volumetric [617 Volumetric| Volumetric

Customer Class Charge | Charge | Charge | Charge Charge MERC Interim CCRA Charge | MERC Interim GAP Charge | Charge | Charge |cCharge| Rebuttal 13-617 MERC Dist Charge [ CCRA Charge| GAP Charge | Charge Charge Charge
Goneral Service - NNG Residential Sales 0.19760 | $.(0.01350)] 5000230 | 50.18649 [ S 022200 001719 0.00441 | § 024450 | $ 0.05801 | 31119 023560 001719 [ 5000441 |5 0257205007071 3790%
General Service - NNG C&l < 1,500 0.19769 | 5 (0.01350)| 5 0.00230 | 50.18649 | 5 020004 001719 0.00441 | 5 0.23064 | 5 0.04415 | _23.67% 020141 001719 |5 000441 |5 022301 |5 ___ 0.03652 19.58%]
General Service - NNG C&l> 1,500 0.19769 | 5.(0.01350)] S 0.00230 | 50.18639 [ S 0.19034 001719 000441 | 5 021194 | 5 002545 | 13.65%] 0.17733 001719 [ 5000441 |5 _0.19803 |5 001244 5677
Small Volume  NNG Sales 5.046200 | 5(001350)] 5000230 | 5003500 | 5 0.12014 001710 000441 | 5 0.13174 | 5 0.10674 | 304.97%] 0.00082 001719 |5 000441 |5 011242 |5 007742 T31.20%]
Carge Volume Interruptible - NNG Transportation 0.046190 | §(0.01350)] $0.00230 | $0.03499 | § 004026 001719 0.00441 | 5 0.06186 | 5 0.02687 | _76.19%] 004797 0017195 000441 |5 006957 |5 0.03458 O883%)
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Docket No.:
Date of Request:

Response Due:

Information Requested By:

Date Responded:
Author:
Author’s Title:

Author’s Telephone No.:
Subject:

Reference:

[ ] Confidential/Trade Secret

Response of
Interstate Power and Light Company
to
State of Minnesota
Office of The Attorney General
Information Request No. 012
G001,G011/PA-14-107
April 7, 2014
April 17, 2014

lan Dobson

April 17, 2014
Jason Nielsen / Greg Walters

Mgr. Regulatory Affairs / Regulatory and Legislative
Affairs Mgr.

(319) 786-8135 / (507) 529-5100

IPL/MERC Responses to OAG IRs 004-011

Information Request No.

012

A. Based on its review of the referenced responses, the OAG concludes that the data
provided in IRs 004-011 differs from the data included in Attachment F to the Petition

filed on February 2

, 2014 (“Petition”). Please confirm that the data provided in IRs

004-011 differs from the data included in Attachment F to the Petition.

B. Separately for each IR from 004-011, identify any and all data or input assumptions
that are different between Attachment F to the Petition and those used in the specific
IR response(s). At a minimum, provide a specific description of any differences for
the following for each customer class:

Average indi

CoNoO~WNE

Number of customers;
Total consumption for the class;

vidual consumption;

Per-therm cost of gas;

Conservation Cost Recovery Charge (“CCRC”) included in base rates
CCRC not included in base rates;

Conservation Cost Resource Adjustment (“CCRA");

Gas Affordability Program (“GAP”) charge; and

Adminitstrative fee from Transportation Customers.

C. Separately for each IR from 004-011, for each customer class and item listed above
in Part B, provide the specific tariff which authorizes IPL and/or MERC to assess the

charges used in:

1. The Petition;

2. The develop

ment of IPL’s analysis in IR 004; and
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3. The development of MERC'’s analysis in IR 004.

D. Provide updated responses for the analysis in IRs 004-011 using only the data
contained within Attachment F to the Petition.

E. The text of IR 004 state that MERC now proposes a $9.50 per month customer
charge for the Residential class and uses the $9.50 per month charge in providing
analysis and responded to the IR 004. Identify the per-therm distribution charge
used in that analysis. Also, as part of your response, identify the filed tariff that
identifies MERC’s monthly customer charges, per-therm distribution charges, CCRC,
CCRA, and GAP charges for Residential customers. Additionally, separately identify
the Residential rates and charges used in providing analysis and responding to IRs
005-011.

F. Confirm that the rates and charges used to develop the analysis of MERC's revenue
for each and every customer class are based on MERC’s Commission-approved
interim rates and MERC'’s proposed final tariffs filed in Docket No. GO11/GR-13-617.
If the rates or charges for any items differ from MERC’s Commission-approved,
interim rates or MERC'’s proposed final tariff's filed in Docket No. GO11/GR-13-617,
separately identify the rate or charge and fully discuss the rationale for using an
amount other than Commission-approved interim rates or MERC’s proposed final
tariffs in Docket No. GO11/GR-13.617.

Response:

A. The data provided in IRs 004-011 does differ from the data included in Attachment F
to the Petition. The data in Attachment F was based on a two-year average of 2012
and 2013 sales and customers, while IRs 004-011 were based on actual 2013 sales,
customers. The IPL CCRA rate in Attachment F was also inadvertently stated as
$0.01350 instead of the correct rate of ($0.01350). IPL and MERC have had
extensive conversations with the OAG to discuss the comparative information that
the OAG is looking for in order to present their rates analysis in this docket. IPL and
MERC have revised the data in IRs 004-011 so that the data are on a consistent
basis with the information provided in Attachment F to the Petition and that revised
data is included in the electronic files provided in Response D. of this IR.

B. IPL and MERC worked with the OAG to identify the data and input assumptions that
the OAG was looking for in order to perform their rate analysis in this docket. IPL
and MERC agreed with the OAG to revise IRs 004-011 to be consistent with the
data in Attachment F of the Petition instead of trying to itemize all of the data
differences based on IPL’s and MERC’s misunderstanding of the OAG’s data
requirements.

C. IPL and MERC agreed with the OAG to revise IRs 004-011 consistent with the rates
contained in the current IPL tariffs and the interim and proposed tariffs in MERC'’s
rate case Docket No. GO11/GR-13-617. These rates should also be consistent with
the data submitted in Attachment F of the Petition.
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D. See the electronic files produced with this response, which are the revised
responses to IRs 004-011 that use only the data contained within Attachment F to
the Petition.

E. The revised IRs now reflect the rates in the Petition and do not include any rates that
were part of settlement discussions with any parties. They reflect the rates
contained in the current IPL tariffs and the interim and proposed tariffs and
schedules in MERC'’s rate case Docket No. G011/GR-13-617.

F. The rates are based on MERC’s Commission-approved interim rates and MERC’s
proposed final tariffs filed in Docket No. GO11/GR-13-617.



EXHIBIT D



INTERSTATE POWER AND LIGHT COMPANY

Summary
2013

Class

Residential
C&1<1500
C&1>1500
Sm. Vol. Inter.
Transportation

Class

Residential
C&1<1500
C&1>1500
Sm. Vol. Inter.
Transportation

Revised OAG IR 005

IPL TOTAL REVENUE
Margin Fuel CCRA GAP Total MINUS CCRA & GAP
Customers Dth Revenue Revenue Revenue Revenue Revenue
9,411 7,848,774 S 2,116,284.13 S 4,480,001.71 S (105,958.45) S 18,052.18 S 6,508,379.57 S 6,596,285.84
1,192 3,840,624 S 830,772.96 S 2,192,189.77 S  (51,848.42) S 8,833.44 $§ 2,979,947.74 § 3,022,962.73
10 164,000 $ 33,021.16 S 93,609.56 S (2,214.00) S 377.20 S 124,793.92 S 126,630.72
48 3,424,368 S 166,269.80 $ 1,579,900.66 S  (46,228.97) S 7,876.05 $§ 1,707,817.54 $ 1,746,170.47
2 1,829,342 S 89,297.31 S - S (24,696.12) $ 4,207.49 S 68,808.68 S 89,297.31
10,663 17,107,108 S 3,235,645.36 S 8,345,701.71 S (230,945.96) S 39,346.35 S 11,389,747.46 S 11,581,347.07
MERC INTERIM
TOTAL REVENUE
Margin Fuel CCRA GAP Total MINUS CCRA & GAP
Customers Dth Revenue Revenue Revenue Revenue Revenue
9,411 7,848,774 S 2,832,509.60 $ 4,886,332.74 S 134,920.43 S 34,613.09 S 7,888,375.86 S 7,718,842.35
1,192 3,840,624 S 1,036,857.48 S 2,391,018.88 S 66,020.33 S 16,937.15 S 3,510,833.84 S 3,427,876.36
10 164,000 $ 35,95456 S 102,099.84 $ 2,819.16 §$ 72324 S 141,596.80 S 138,054.40
48 3,424,368 S 508,897.33 $ 1,507,714.99 S 58,864.89 S 15,101.46 S 2,090,578.67 S 2,016,612.32
2 1,829,342 S 80,068.59 S - S 31,446.39 S 8,067.40 $ 119,582.38 S 80,068.59
10,663 17,107,108 S 4,494,287.57 S 8,887,166.45 S 294,071.19 S 75,442.35 $ 13,750,967.54 $ 13,381,454.01



INTERSTATE POWER AND LIGHT COMPANY
Revenue Verification - (frequency summaries)
Year Ended 12/31/2013

Class of Service

Residential

C&1<1500

C&1>1500

Sm. Vol. Inter.

Transportation

Total

Total

010

Total

010

Total

020

Total

060

Total

Type ofCharge
Customer Charge
Therm Charge (less base fuel)
Fuel
CCRA
GAP

Customer Charge

Therm Charge (less base fuel)
Fuel

CCRA

GAP

Customer Charge

Therm Charge (less base fuel)
Fuel

CCRA

GAP

Customer Charge

Therm Charge (less base fuel)
Fuel

CCRA

GAP

Customer Charge
Therm Charge
Admin. Charge
CCRA

GAP

Basis of
Charge

Bills
Therms

Bills
Therms

Bills
Therms

Bills
Therms

Bills
Therms
Bills

2013

Billed Units

112,932
7,848,774
7,848,774
7,848,774
7,848,774

14,304
3,840,624
3,840,624
3,840,624
3,840,624

120
164,000
164,000
164,000
164,000

576
3,424,368
3,424,368
3,424,368
3,424,368

24
1,829,342

24
1,829,342
1,829,342

17,107,108

Base Rates
Present _ Present
S 5.00 S 564,660.00
$ 0.19769 $ 1,551,624.13
$ 0.57079 S  4,480,001.71
$ (0.01350) $  (105,958.45)
S 0.00230 S 18,052.18
$ 6,508,379.57
$ 5.00 $ 71,520.00
S 0.19769 S 759,252.96
$ 0.57079 $ 2,192,189.77
$ (0.01350) S (51,848.42)
$ 0.00230 $ 8,833.44
S 2,979,947.74
S 5.00 S 600.00
$ 0.19769 $ 32,421.16
$ 0.57079 S 93,609.56
$ (0.01350) $ (2,214.00)
S 0.00230 S 377.20
S 124,793.92
S 14.00 S 8,064.00
$ 0.04620 $ 158,205.80
S 0.46137 $ 1,579,900.66
$ (0.01350) $ (46,228.97)
S 0.00230 S 7,876.05
$ 1,707,817.54
$ 100.00 $ 2,400.00
S 0.04619 S 84,497.31
$ 100.00 $ 2,400.00
$ (0.01350) S (24,696.12)
$ 0.00230 S 4,207.49
S 68,808.68
Margin S 3,235,645.36
Fuel $ 8,345,701.71
CCRA S (230,945.96)
GAP $ 39,346.35
S 11,389,747.46



INTERSTATE POWER AND LIGHT COMPANY
Revenue Verification - (frequency summaries)
Year Ended 12/31/2013

Class of Service Type ofCharge
Residential Customer Charge

Therm Charge (less base fuel)
Fuel
CCRA
GAP
Total

C&1<1500 Customer Charge
GS SC&lI Therm Charge (less base fuel)
Fuel
CCRA
GAP
Total

C&1>1500 Customer Charge
GS LC&I Therm Charge (less base fuel)
Fuel
CCRA
GAP
Total

Sm. Vol. Inter. Customer Charge
Svi Therm Charge (less base fuel)
Fuel
CCRA
GAP
Total

Transportation Customer Charge
LVI Transport Therm Charge
Admin. Charge
CCRA
GAP
Total

Total

Basis of 2013 Base Rates

Charge Billed Units Interim Present
Bills 112,932 S 9.59 S 1,083,017.88
Therms 7,848,774 S 0.22290 S 1,749,491.72
7,848,774 0.62256 S 4,886,332.74
7,848,774 0.01719 S 134,920.43
7,848,774 0.00441 S 34,613.09
S 7,888,375.86
Bills 14,304 S 16.36 S 234,013.44
Therms 3,840,624 S 0.20904 S 802,844.04
3,840,624 0.62256 $ 2,391,018.88
3,840,624 0.01719 S 66,020.33
3,840,624 0.00441 S 16,937.15
S 3,510,833.84
Bills 120 $ 39.49 S 4,738.80
Therms 164,000 $ 0.19034 S 31,215.76
164,000 0.62256 S 102,099.84
164,000 0.01719 S 2,819.16
164,000 0.00441 S 723.24
S 141,596.80
Bills 576 S 169.26 S 97,493.76
Therms 3,424,368 $ 0.12014 S 411,403.57
3,424,368 0.44029 $ 1,507,714.99
3,424,368 0.01719 S 58,864.89
3,424,368 0.00441 S 15,101.46
S 2,090,578.67
Bills 24 S 197.47 S 4,739.28
Therms 1,829,342 S 0.04026 S 73,649.31
Bills 24 S 70.00 S 1,680.00
1,829,342 0.01719 S 31,446.39
1,829,342 0.00441 S 8,067.40
S 119,582.38
Margin S 4,494,287.57
Fuel S 8,887,166.45
CCRA S 294,071.19
GAP S 75,442.35
17,107,108 $ 13,750,967.54



INTERSTATE POWER AND LIGHT COMPANY

Summary
2013

Class

Residential
C&1<1500
C&1>1500
Sm. Vol. Inter.
Transportation

Class

Residential
C&1<1500
C&1>1500
Sm. Vol. Inter.
Transportation

Revised OAG IR 006

IPL TOTAL REVENUE
Margin Fuel CCRA GAP Total MINUS CCRA & GAP
Customers Dth Revenue Revenue Revenue Revenue Revenue
9,411 7,848,774 S 2,116,284.13 S 4,480,001.71 S (105,958.45) S 18,052.18 S 6,508,379.57 S 6,596,285.84
1,192 3,840,624 S 830,772.96 S 2,192,189.77 S  (51,848.42) S 8,833.44 $§ 2,979,947.74 § 3,022,962.73
10 164,000 $ 33,021.16 S 93,609.56 S (2,214.00) S 377.20 S 124,793.92 S 126,630.72
48 3,424,368 S 166,269.80 $ 1,579,900.66 S  (46,228.97) S 7,876.05 $§ 1,707,817.54 $ 1,746,170.47
2 1,829,342 S 89,297.31 S - S (24,696.12) $ 4,207.49 S 68,808.68 S 89,297.31
10,663 17,107,108 S 3,235,645.36 S 8,345,701.71 S (230,945.96) S 39,346.35 S 11,389,747.46 S 11,581,347.07
MERC PROPOSED
TOTAL REVENUE
Margin Fuel CCRA GAP Total MINUS CCRA & GAP
Customers Dth Revenue Revenue Revenue Revenue Revenue
9,411 7,848,774 S 3,035,539.88 $ 4,991,035.39 $ 134,920.43 S 34,613.09 S 8,196,108.79 S 8,026,575.27
1,192 3,840,624 S 1,133,787.18 S 2,442,252.80 S 66,020.33 S 16,937.15 S 3,658,997.46 S 3,576,039.98
10 164,000 $ 32,809.32 S 104,287.60 $ 2,819.16 §$ 72324 S 140,639.32 S 137,096.92
48 3,424,368 S 473,364.18 S 1,562,710.34 S 58,864.89 S 15,101.46 S 2,110,040.86 S 2,036,074.51
2 1,829,342 S 95,876.26 S - S 31,446.39 S 8,067.40 $ 135,390.05 S 95,876.26
10,663 17,107,108 S 4,771,376.82 $ 9,100,286.13 S 294,071.19 S 75,442.35 S 14,241,176.48 S  13,871,662.94



INTERSTATE POWER AND LIGHT COMPANY
Revenue Verification - (frequency summaries)
Year Ended 12/31/2013

Basis of 2013 Base Rates

Class of Service Type ofCharge Charge Billed Units Present Present
Residential Customer Charge Bills 112,932 $ 5.00 S 564,660.00
Therm Charge (less base fuel) Therms 7,848,774 S 0.19769 S 1,551,624.13
Fuel 7,848,774 S 0.57079 S 4,480,001.71
CCRA 7,848,774 $ (0.01350) $ (105,958.45)
GAP 7,848,774 S 0.00230 S 18,052.18
Total S 6,508,379.57
C&1<1500 010 Customer Charge Bills 14,304 $ 5.00 S 71,520.00
Therm Charge (less base fuel) Therms 3,840,624 S 0.19769 S 759,252.96
Fuel 3,840,624 $ 0.57079 S 2,192,189.77
CCRA 3,840,624 $ (0.01350) S (51,848.42)
GAP 3,840,624 $ 0.00230 S 8,833.44
Total S 2,979,947.74
C&1>1500 010 Customer Charge Bills 120 S 5.00 S 600.00
Therm Charge (less base fuel) Therms 164,000 $ 0.19769 S 32,421.16
Fuel 164,000 $ 0.57079 S 93,609.56
CCRA 164,000 $ (0.01350) $ (2,214.00)
GAP 164,000 $ 0.00230 S 377.20
Total S 124,793.92
Sm. Vol. Inter. 020 Customer Charge Bills 576 $ 14.00 S 8,064.00
Therm Charge (less base fuel) Therms 3,424,368 S 0.04620 S 158,205.80
Fuel 3,424,368 $ 0.46137 S 1,579,900.66
CCRA 3,424,368 S (0.01350) S (46,228.97)
GAP 3,424,368 $ 0.00230 S 7,876.05
Total S 1,707,817.54
Transportation 060 Customer Charge Bills 24 S 100.00 S 2,400.00
Therm Charge Therms 1,829,342 S 0.04619 S 84,497.31
Admin. Charge Bills 24 S 100.00 S 2,400.00
CCRA 1,829,342 $ (0.01350) $ (24,696.12)
GAP 1,829,342 $ 0.00230 S 4,207.49
Total S 68,808.68
Margin S 3,235,645.36
Fuel S 8,345,701.71
CCRA $ (230,945.96)
GAP S 39,346.35
Total 17,107,108 $ 11,389,747.46



INTERSTATE POWER AND LIGHT COMPANY
Revenue Verification - (frequency summaries)
Year Ended 12/31/2013

Class of Service

Residential

C & 1<1500
GS SC&l

C&1>1500
GS LC&I

Sm. Vol. Inter.

SvI

Transportation

LVI Transport

Total

Total

Total

Total

Total

Total

Type ofCharge
Customer Charge
Therm Charge (less base fuel)
Fuel
CCRA
GAP

Customer Charge

Therm Charge (less base fuel)
Fuel

CCRA

GAP

Customer Charge

Therm Charge (less base fuel)
Fuel

CCRA

GAP

Customer Charge

Therm Charge (less base fuel)
Fuel

CCRA

GAP

Customer Charge
Therm Charge
Admin. Charge
CCRA

GAP

Basis of

Charge
Bills

Therms

Bills

Therms

Bills

Therms

Bills

Therms

Bills
Therms

Bills

2013 Base Rates
Billed Units Proposed Present

112,932 $ 11.00 S 1,242,252.00
7,848,774 S 0.22848 S 1,793,287.88
7,848,774 S 0.63590 S 4,991,035.39
7,848,774 S 0.01719 $ 134,920.43
7,848,774 S 0.00441 S 34,613.09
S 8,196,108.79
14,304 $ 18.00 S 257,472.00
3,840,624 S 0.22817 S 876,315.18
3,840,624 $ 0.63590 S 2,442,252.80
3,840,624 S 0.01719 S 66,020.33
3,840,624 $ 0.00441 S 16,937.15
$ 3,658,997.46
120 S 45.00 S 5,400.00
164,000 $ 0.16713 S 27,409.32
164,000 $ 0.63590 S 104,287.60
164,000 $ 0.01719 S 2,819.16
164,000 $ 0.00441 S 723.24
S 140,639.32
576 $ 165.00 $ 95,040.00
3,424,368 S 0.11048 S 378,324.18
3,424,368 $ 0.45635 S 1,562,710.34
3,424,368 S 0.01719 S 58,864.89
3,424,368 S 0.00441 $ 15,101.46
$ 2,110,040.86
24 S 185.00 S 4,440.00
1,829,342 §$ 0.04854 S 88,796.26
24 S 110.00 S 2,640.00
1,829,342 §$ 0.01719 S 31,446.39
1,829,342 $ 0.00441 S 8,067.40
S 135,390.05
Margin S 4,771,376.82
Fuel S 9,100,286.13
CCRA $ 294,071.19
GAP S 75,442.35
17,107,108 $ 14,241,176.48
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[ ] Confidential/Trade Secret

Response of
Interstate Power and Light Company
to
Minnesota Department of Commerce
Division of Energy Resources
Information Request No. 4

Docket No.: G001,G011/PA-14-107
Date of Request: February 14, 2014
Response Due: March 6, 2014
Information Requested By: Eilon Amit

Date Responded: March 7, 2014

Author: Jason Nielsen
Author’s Title: Mgr. Regulatory Affairs
Author’s Telephone No.: (319) 786-8135
Subject:

Reference:

Information Request No. 4

On March 9, 2007, the Commission issued an Order Allowing Recovery of Deferred
Former Manufactured Gas Plant Clean-up Costs (Docket No. G001/M-06-1166). The
order allows the Company to continue to recover $494,017 annually to account for the
Company’s environmental costs associated with its FMGP.

a. For the Residential class, Small Commercial & Industrial class, Large
Commercial & Industrial class, Small Volume Interruptible Commercial &
Industrial class, please provide the average monthly charge associated with the
recovery of the FMGP’s costs. For your calculations, for each customer class,
please use the average therms you have used in Attachment F of your filing.
Also, please explain for each class how the monthly charges are allocated
between customer charge and volumetric distribution charge.

b. Please answer part a above substituting MERC for IPL.

Response:

a. Attachment A provides the average monthly bill by customer class related to FMGP cost
recovery (column R).

IPL filed compliance filings in Docket No. GO01/GR-95-406 on July 18, 1996, and
August 2, 1996, that reflected initiation of recovery of former manufactured gas plant
(FMGP) costs. Part of that filing provided the revenue allocation by customer class as
approved by the Commission’s July 2, 1996 Order. The Commission accepted the



Docket No. G001,G011/PA-14-107
Information Request No. 4
Page 2 of 2

Department's proposed revenue allocation method, which IPL used in the determination
of rates. The revenue apportionment first allocated to the customer classes their
respective purchase gas costs, followed by the customer costs, and administrative
charges. The remaining approved costs, which included the recovery of FMGP costs,
were allocated to the commodity volumes. No FMGP costs are currently or have been
historically included in customer charges.  Attachment A to this information request
follows a similar allocation methodology based upon 2013 revenues and volumes. IPL
utilized 2013 average therm data in this calculation versus a composite of 2012 and
2013 data.

b. It is unclear from the request whether the Department is seeking information regarding
recovery of MERC/Aquila’s historic FMGP costs or the proposed recovery mechanism
for future recovery of FMGP costs under the Joint Petition. If it is assumed that this
request is intended to obtain information pertaining to a FMGP rate element that would
have been implemented by MERC'’s predecessor, Aquila. MERC has been unable to
locate any files or information that address how Aquila implemented the FMGP rate
element. With respect to proposed future implementation of a FMGP recovery
mechanism, for purposes of illustration, the Joint Petition assumed a flat per customer
charge for FMGP costs. See Joint Petition at 18, note 7. MERC has not proposed a
specific cost allocation methodology for recovery of these expenses. However, for
example, a continuation of the IPL recovery methodology would be acceptable. If the
Department is seeking additional information on a proposed allocation methodology
similar to Attachment A, MERC could provide that upon request.
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[] Confidential/Trade Secret

Response of
Interstate Power and Light Company
to
Minnesota Department of Commerce
Division of Energy Resources
Information Request No. 5

Docket No.: G001,G011/PA-14-107
Date of Request: February 14, 2014
Response Due: February 27, 2014
Information Requested By: Eilon Amit

Date Responded: March 18, 2014
Author: Amy Wheatley
Author’s Title: Lead Financial Affairs
Author’'s Telephone No.: (319) 786-4704
Subject:

Reference:

Information Request No. 5

a. Using a 2014 Test-Year, please calculate IPL-Minnesota revenue requirements.
In your calculations, please use return on equity of 9.40 percent, IPL-Minnesota
2014 projected capital structure, and 2014 projected costs of short-term debt,
long-term debt and preferred stock.

b. Using the revenue requirements calculated in part a above, please reproduce
Attachment F of your filing. In your recalculations of Attachment F, please use
the same rate design you used to calculate the original Attachment F.

Response:

a. IPL does not currently have information available to calculate revenue requirements
for IPL-Minnesota Gas jurisdiction for a 2014 test year. Attachment A has been
provided that shows a preliminary estimate of revenue requirements based on a
2013 historical test year using actual financial results with pro-forma adjustments for
former manufactured gas plant (FMGP) costs, rate case expenses and weather
normalization for the IPL-Minnesota Gas jurisdiction. IPL has also included
Attachment B, which shows each of the pro-forma adjustments that are presented in
Schedule B. The information included in Attachment A is in the following order:

Financial Summary: Overall financial summary

Schedule A: Income Statement results and revenue requirements after any pro-
forma adjustments.



Docket No. G001, GO11/PA-14-107
Information Request No. 5
Page 2 of 2

Schedule B: Pro-forma adjustments to the income statement for FMGP costs
amortized over a 10-year period, estimated rate case expenses amortized over a 3-
year period and a weather normalization adjustment using Albert Lea weather.

The FMGP costs reflect estimates for future environmental liability mitigation
projects of $4,163,000 for the Albert Lea, Austin, New Ulm, and Owatonna sites, in
addition to previously spent, but not yet recovered, remediation expenses of
$4,617,000, for a total of $8,780,000. The total has been reduced by $2,024,000 to
reflect proceeds received from insurance settlements, for a net total of $6,756,000 to
be collected from customers over a 10-year period at the rate of $675,600 per year.
The adjustment to expenses of $181,583 reflects the difference between $675,600
and the $497,017 included in current rates.

Schedule C: Unadjusted Year End 2013 rate base
Schedule D: Pro-forma adjustments to the rate base

Schedule E: Year End cost of capital structure using a return on equity of 9.40
percent.

b. IPL provides Attachment C, which shows the recalculation of per therm costs (in
column Q) that are reflected Attachment F, using the revenue requirements
calculated in part (a) above. A reproduction of Attachment F using the revised per
therm costs will be provided as a supplement to this Response.



Response to Department IR No. 6
Attachment A
Page 1 of 6
Exhibit  (CAH-1)
Schedule A

INTERSTATE POWER & LIGHT COMPANY
OVERALL FINANCIAL SUMMARY
MINNESOTA GAS RETAIL JURISDICTION

(a) (b) (d)
Reterence to  Actual Unadjusted
Supporting 2013 Calendar Proposed Test

Line Description Schedule Year Year 2013
1 Revenue A $ 12,672,959 § 12,648,724
2 Rate Base C $ 8,244663 $ 8,244,663
3 Operating Income A 5 286,500 $ 48,569
4 Qverall Rate of Return (3 divided by 2) 3.475% 0.589%
5 Rate of Return Requested E 7.493% 7.493%
6 Required Net Operating Income (2 x 5) $ 617,773 $ 617,773
7 Income Deficiency (6 - 3) $ 331,273 $ 569,204
8 Gross Revenue Conversion Factor A 1.705611 1.705611
9 Revenue Increase Requested (7 x 8) $ 565,023 $ 970,841

Attachment A.xlsx Overall Financial Summary 3/18/20142:10 PM



Response to Department IR No. 5
Attachment A
Page 2 of 6

Schedule A

INTERSTATE POWER AND LIGHT COMPANY
MINNESOTA GAS UTILITY
COST OF SERVICE
YEAR ENDED DECEMBER 31, 2013

(@ (b) (© (d) (e)

Additional Total
Revenues Revenues
Actual Adjusted Required Required
Line Test Year Test Year to Yield to Yield
No. Description Results Adjustments Results 7.493% 7.493%
7. %
1 Operating revenues $ 12,672,958 § (24,235) $ 12,648,724 $ 970,842 $ 13,619,566
Operating expenses:
2 Gas purchased for resale 8,689,063 - 8,589,063 8,589,063
3 Operation expenses 2,731,204 381,583 3,112,787 3,112,787
4  Maintenance expenses 133,982 - 133,982 133,982
5 Depreciation and amortization 791,434 - 791,434 791,434
6 Property taxes 149,277 - 149,277 149,277
7 Miscellaneous taxes 50,312 - 50,312 50,312
Income taxes -

8  Current federal (128,563) (128,117) (256,680) 306,495 49,815
9 Current state (6,692) (39,770) (46,462) 95,143 48,681
10 Deferred 77,693 - 77,693 77,693
11 Investment tax credits (1,251) - (1,251) (1,251)
12 Total operaling expenses 12,386,459 Zia 606 12,600,155 401,638 13,001,763
13 Operaling income 286,500 (237 03T) 45,569 568,204 617,773
14 Rate base 8,244,663 - 8,244,663 8,244,663
15 Cost of Capital: 3.475% 0.589% 7.493%

File name; Attachment A.xlsx 3/18/2014

Sheet name: Schedule A 2:10 PM
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Response to Department IR No. 5

Attachment A
Page 4 of 6
Schedule C
INTERSTATE POWER AND LIGHT COMPANY
MINNESOTA GAS UTILITY
YEAR-END
RATE BASE
YEAR ENDED DECEMBER 31, 2013
(a) (b) (c) (@
Line Schedule Adjusted
No. vescipuon Reference Year End Adjustments Rate Base
Investment in plant:
1 Utility plant in service C-1,C-2 9,828,826 $ - $ 9,828,826
2 Accumulated deferred income taxes C-3 (2,561,289) x (2,561,289)
3 Customer advances for construction C-4 (52,729) - (62,729)
4 Customer deposits C-5 (77.871) - (77,871)
5 Unclaimed property C-6 s - -
6 Accumulated provision for uncollectibles c-7 (76,763) - (76,763)
Accrued liability for property insurance, workers
compensation insurance and injuries and
7 damages C-8 (46,833) - (46,833)
8 Accrued vacation C-9 (43,939) - (43,939)
9 Accrued pension plan obligations C-10 (57,741) - (57,741)
10 Total net investment in plant 6,911,661 5 6,911,661
Working capiltal:
11 Materials and supplies inventory C-11 39,756 - 39,756
12 Prepayments C-12 1,293,247 - 1,293,247
13 Propane inventory C-13 . - .
14 Cash working capital requirements C-14 - - -
15 Total net working capital 1,333,003 - 1,333,003
16 Total rate base 8,244,663 - [ 8,244,663
Source:
Company Workpaper C
File name: Attachment A.xlsx 3/18/2014

Sheet name: Schedule C 2:10 PM
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