
 

 
 
September 8, 2014 
 
 
Burl W. Haar 
Executive Secretary 
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
Saint Paul, Minnesota 55101-2147 
 
 
RE: SupplementalSupplementalSupplementalSupplemental Letter of Letter of Letter of Letter of ththththe Minnesota Department of Commerce, Division of Energy e Minnesota Department of Commerce, Division of Energy e Minnesota Department of Commerce, Division of Energy e Minnesota Department of Commerce, Division of Energy 

ResourcesResourcesResourcesResources    
 Docket No. G011/GR-13-617, OAH Docket No. 8-2500-31126 
 
Dear Dr. Haar: 
 
On August 25, 2014, Minnesota Energy Resources Corporation (MERC or the Company) 
submitted its compliance filing in response to the Administrative Law Judge’s (ALJ) Report, 
dated August 12, 2014, and the Minnesota Public Utilities Commission’s (Commission) 
August 13, 2014 Notice of Schedule and Request for MERC to File Schedules Reflecting the 
ALJ’s Recommendations.  On August 28, 2014, the Minnesota Department of Commerce 
(Department) filed comments on MERC’s revised financial schedules including the ALJ’s 
recommended adjustments to the rate base, income statement, and revenue requirement 
summary.  In its comments, the Department agreed with MERC’s revised financial schedules 
except for the cost of gas adjustment.   
 
Upon further review, the Department now concludes that MERC’s income statement 
adjustments also include an incorrect Conservation Improvement Program (CIP) revenue 
adjustment of $9,396,422.  The Department believes that there was a misunderstanding 
regarding ALJ Finding 581.  That paragraph stated, “The Administrative Law Judge 
recommends setting the CIP revenue equal to the CIP expense so that final rates include CIP 
revenue and CIP costs of $9,396,422.”   
 
MERC’s September 30, 2013 rate case filing already included $5,382,049 in CIP revenue.  
For this reason, as indicated in the ALJ’s Finding 574, the Department: 
 

…recommended that the test-year CIP revenue be increased to 
the level of CIP expense approved in the test year.  Using the 
2014 approved CIP budget ($9,396,422), the Department 
maintained that the Commission require MERC to increase 
Natural Gas Revenue by $3,758,090 for CIP revenue.   

 
It appears that the there was also some confusion regarding the statement in the ALJ’s 
proposed Finding 579, which stated that “MERC testified that it would not be opposed to 
this approach…” with the misunderstanding being the reference to “this.”  As a result, in  
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MERC’s August 25, 2014 revised financial schedules, Attachment A, page 5, col. (f), 
$9,396,422 was added to Natural Gas Revenue for the CIP adjustment.  That is, it appears 
that MERC misunderstood the ALJ’s Finding 581 to require an addition of $9,396,422 in 
revenues rather than the CIP revenue adjustment, which should be $3,758,090.  The 
calculation of the CIP revenue adjustment is shown on Ex. 218 MAS -16 (St. Pierre Direct).1 
 
If the Commission agrees with this interpretation of the ALJ’s Report, then the net revenue 
deficiency for MERC’s rate case is $5,426,948,2 a rate increase, rather than a rate rollback 
of approximately $211,917.3  The Department believes that this is the correct 
understanding of the ALJ Report Finding 581 and is consistent with the Department’s 
recommendation in this proceeding.  
 
The Department is available to answer any questions that the Commission may have. 
 
Sincerely,  
 
 
 
/s/ MICHELLE ST. PIERRE 
Financial Analyst  
651-539-1835 
 
 
MS/ja 

                                                 
1 See Department Attachment A. 
2 See Department Attachment B. 
3 See the Department’s August 28, 2014 Letter, Attachment A, page 1. 






















