
 
 
 
February 20, 2015 PUBLIC DOCUMENT 
 
 
Daniel P. Wolf 
Executive Secretary 
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
St. Paul, Minnesota  55101-2147 
 
RE: PUBLIC Comments of the Minnesota Department of Commerce, Division of Energy 

Resources 
 Docket No. PL6580/M-14-1056 
 
Dear Mr. Wolf: 
 
Attached are the PUBLIC Comments of the Minnesota Department of Commerce, Division of 
Energy Resources (Department) in the following matter: 
 

A Petition by Greater Minnesota Transmission, LLC for Approval by the Minnesota 
Public Utilities Commission (Commission) of a Firm Gas Transportation Agreement 
(Agreement) with Community Co-ops of Lake Park. 

 
The filing was submitted on December 22, 2014.  The petitioner is: 
 

Kristine A. Anderson 
Corporate Attorney 
Greater Minnesota Transmission, Inc. 
202 South Main Street, P.O. Box 68 
Le Sueur, Minnesota 56058 

 
The Department recommends that the Commission approve the Agreement as filed.     
 
The Department is available to answer any questions that the Commission may have. 
 
Sincerely, 
 
 
 
/s/ JOHN KUNDERT 
Financial Analyst 
651-539-1740 
 
JK/lt 
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      PUBLIC DOCUMENT 
 

 

BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION 
 

PUBLIC COMMENTS OF THE 
MINNESOTA DEPARTMENT OF COMMERCE 

DIVISION OF ENERGY RESOURCES 
 

DOCKET NO. PL6580/M-14-1056 
 
 
 
I. BACKGROUND 
 
On December 22, 2014, Greater Minnesota Transmission, LLC (GMT or the Company) filed a 
Petition for a Firm Gas Transportation Agreement (Agreement) with Community Co-ops of 
Lake Park (the Co-op) with the Minnesota Public Utilities Commission (Commission).  The 
Agreement encompasses, and sets forth, the terms and conditions of service, including rate 
design and rates, between GMT and the Co-op to provide natural gas service to the 
communities of Twin Valley and Mahnomen, Minnesota. The planned project governed by 
the Agreement involves the construction of 31 miles of new transmission line from a 
proposed Town Border Station (TBS) near Ada, Minnesota to two interconnections with the 
Co-ops near Twin Valley and Mahnomen, Minnesota, respectively.  
 
Under the terms of the Agreement, the Co-op would purchase its own natural gas and 
arrange transport to GMT’s planned Ada TBS with the Viking pipeline.  From the Ada TBS, 
GMT would accept delivery of the Co-op’s natural gas and transport it to the agreed-upon 
interconnections with the Co-op’s facilities.  The Agreement allows for the transport of up to 
[TRADE SECRET DATA HAS BEEN EXCISED] Dekatherms (Dth) per day at a minimum 
operating pressure of 90 pounds per square inch (psi) over a 15-year term.   
 
The Agreement contains a standard rate structure for an intrastate pipeline.  The rate 
negotiated by GMT and the Co-op involves a monthly demand charge of [TRADE SECRET 
DATA HAS BEEN EXCISED] and a volumetric charge of [TRADE SECRET DATA HAS BEEN 
EXCISED].     
 
The Minnesota Department of Commerce, Division of Energy Resources (Department) 
provides its analysis of the Petition below. 
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II. ANALYSIS  
 
The Department’s analysis is divided into the following sections: 1) the statutory 
requirements of an intrastate natural gas pipeline; and 2) cost recovery associated with the 
Agreement.   
 
A. REQUIREMENTS OF MINNESOTA STATUTES AND RULES 
 
Minn. Stat. §216B.045, subd. 1 states: 
 

For the purposes of this section “intrastate pipeline” means a 
pipeline wholly within the state of Minnesota which transports 
or delivers natural gas received from another person at a point 
inside or at the border of the state, which is delivered at a point 
within the state to another, provided that all the natural gas is 
consumed within the state.  An intrastate pipeline does not 
include a pipeline owned or operated by a public utility, unless a 
public utility files a petition requesting that a pipeline or a 
portion of a pipeline be classified as an intrastate pipeline and 
the commission approves the petition. 

 
As an intrastate pipeline, GMT must comply with the provisions of Minn. Stat. §216B.045.  
The Department notes that GMT is not a public utility since it does not furnish retail natural 
gas service.1  As such, the Company is not subject to the same Minnesota Rules as 
regulated distribution companies such as Xcel Energy or CenterPoint Energy.  The 
Commission has not promulgated rules applicable to intrastate pipelines under Minnesota 
Statute § 216B.045; as such, there appear to be no Minnesota Rules that specifically apply 
to GMT’s provision of intrastate wholesale transportation service.   
 
Minnesota Statute §216B.045 requires that an intrastate pipeline provide service under the 
following three conditions: 
 

• Contract at rates that are just and reasonable and do not unreasonably 
discriminate among customers receiving like or contemporaneous services 
(Minnesota Statute §216B.045, subd. 2); 

• Offer services by contact on an open access, nondiscriminatory basis (Minnesota 
Statute §216B.045, subd. 3); and 

• Obtain Commission approval for each contract to be effective (Minnesota Statute 
§216B.045, subd. 4). 

  

1 The Department expects that Community Co-ops of Lake Park will be filing before the Commission to 
determine whether it should be defined as a public utility.  
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The Department separately discusses these statutory requirements below. 
 

1. Contract at Reasonable Rates 
 
The Agreement contains standard language and rate design.  As noted in the filing, 
Minnesota Statute §216B.03 states: 
 

Rates shall not be unreasonably preferential, unreasonably 
prejudicial, or discriminatory, but shall be sufficient, equitable, 
and consistent in the application to a class of customers. 

 
The Department notes that, under most circumstances, a reasonable rate could be defined 
as being a rate based on a utility’s cost of service.  This reasonableness check is generally 
associated with the review of retail rate regulated utilities.  In certain instances, however, a 
reasonable rate may be a rate that is negotiated as part of an arm’s length transaction.  
GMT incorporated this latter argument in its filing.  In simple terms, one could find the rate 
in this filing reasonable because all parties involved, through the negotiating process, have 
agreed to the set rate.  The Department is generally agreeable to the Company’s reasoning 
in this Petition, because the proposed cost-recovery mechanism is for the pipeline-related 
costs associated with this project, which is similar to other intrastate pipeline projects 
previously proposed by the Company and its affiliate.2  Despite the negotiated rate, it is 
necessary to review the various assumptions made by GMT to determine whether or not 
they are reasonable.  Although this project is not fully analogous to a retail utility project, the 
Department believes it is important that the rate is reviewed to ensure that it is crafted in a 
way that provides reasonable benefit to the Co-op while still allowing GMT an opportunity to 
earn an acceptable return.  These issues are discussed in greater detail in Section B below. 
 
 2. Obligation to Offer Service 
 
As previously noted, GMT is required to offer services by contract on an open access, non-
discriminatory basis.  GMT stated in the Petition that since it would willingly enter into 
negotiations with other similarly situated private entities to discuss similar cooperative 
agreements that would serve the public interest in other respective communities, there is no 
discriminatory element to the Agreement and GMT has complied with its statutory obligation 
to offer its terms on an open-access basis.  In addition, the terms and conditions contained 
in the Agreement are substantially similar to those approved by the Commission in previous 
GMT and affiliate filings.  Consequently, the Department concludes that the Company offers 
service on an open access, non-discriminatory basis. 
  

2 Docket Nos. PL6580/M-06-1063; PL6580/M-13-91; PL6580/M-13-94; PL6580/M-14-386; and Docket No. 
G022/M-14-342. 
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Based on its analysis, the Department concludes that GMT is offering its services by contract 
on an open-access, non-discriminatory basis which appears unlikely to unreasonably 
discriminate among customers receiving like services. 
 
 3. Approval of the Agreement 
 
GMT and the Co-op signed the Agreement on December 18, 2014.  The Company formally 
submitted the Agreement to the Commission for approval on December 22, 2014.  Subject 
to regulatory approval,3 GMT will begin providing service beginning the later of (i) September 
1, 2015 or (ii) the date when the Company has completed the construction of all necessary 
facilities to effectuate the transportation of gas.  Since the Agreement is subject to 
Commission approval, the Department concludes that the proposed effective date is not 
inconsistent with Minnesota Statutes.   
 
B. FINANCIAL ANALYSIS 
 
The Department’s primary criterion for review in a filing of this type is that the project is 
financially viable from GMT’s perspective.  Since GMT owns, and operates, several other 
intrastate pipeline projects, it is necessary to verify whether construction of the project may 
have a negative impact on the Company’s overall financial health and, potentially, the 
operation of other pipelines. 
 
While the rates the Co-op has agreed to as part of the Agreement are also a concern for the 
Department, the fact that Minn. Statute §216B.045, subd. 5 allows for a complaint process 
before the Commission lessens the Department’s rate-related concerns over the long-term. 
 
The Department reviewed the assumptions, and calculations used by the Company in its 
financial analysis of the project.  If the project is constructed and operates in accordance 
with the assumptions in the model, GMT will earn an average of [TRADE SECRET DATA HAS 
BEEN EXCISED] percent return on equity over the term of the Agreement4.   
 

1. Contingencies Evaluated 
 
Since the Company’s financial analysis assumes a fairly high level of annual volumetric 
consumption compared to other local distribution companies, the Department developed a 
contingency that assumed no gas would be flowed by the project on an annual basis for the 
term of the Agreement, but otherwise using the same inputs used by the Company.5  
  

3 See Section 7.0 of the Agreement. 
4 A summary page for that scenario is included in Attachment 1. 
5 A summary page for this contingency is included in Attachment 2.   
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The Department’s analysis indicates that the project, even if  the Co-op were not to purchase 
any gas (zero annual throughput), GMT would maintain a small positive, before tax, cash 
flow given current financial assumptions for the first [TRADE SECRET DATA HAS BEEN 
EXCISED] years of the Agreement.   
 
A second contingency evaluated relates to GMT’s ability to forecast its capital costs 
correctly.  The Department developed a contingency that assumed an across-the-board 50 
percent increase in the project’s capital costs, but otherwise using the same inputs used by 
the Company.6  The results of this analysis indicate that GMT would maintain a small 
positive, before tax, cash flow given current financial assumptions for the term of the 
Agreement. 
 
A third contingency considered combined the effects of higher than forecasted capital costs 
and lower than forecasted volumetric revenues.  The Department increased the project’s 
capital costs by 25 percent and lowered the forecasted annual throughput by 25 percent.  
The results of this analysis indicate that GMT would maintain a positive, before tax, cash 
flow for the term of the Agreement7. 
 
A fourth contingency attempted to identify a combination of higher capital costs and lower 
volumetric costs that would produce a negative, before tax, cash flow for the term of the 
Agreement.  It considered combined the effects of higher than forecasted capital costs and 
lower than forecasted volumetric revenues.  The Department increased the project’s capital 
costs by 100 percent and lowered the forecasted annual throughput by 75 percent.  The 
combination of higher costs and lower revenues modeled in this contingency finally 
identified a scenario in which the project would not be financially viable.  The results of this 
analysis indicate that GMT would maintain before tax, cash flow for the project would be 
negative for the remaining term of the Agreement8. 
 
The Department’s review suggests that if the project is developed as planned, GMT’s ability 
to serve other customers and projects are unlikely to be negatively impacted.  As such, the 
Department recommends that the Commission approve the Agreement. 
 
III. RECOMMENDATIONS 
 
Based on its review, the Department recommends that the Commission approve the 
Agreement as filed. 
 
 
/lt 

6 A summary page for this contingency is included in Attachment 3.   
7 A summary page for this contingency is included in Attachment 4. 
8 A summary page for this contingency is included as Attachment 5. 
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Revenue Requirements for GMT's Twin Valley Mahnomen Project (as filed)

2/20/2015
Prepared by the Minnesota Department of Commerce, Division of Energy Resources

GMT Twin Valley Mahnomen
Revenue Requirements

NPV @ 15 yr.
10.0% Project Year Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15 Total

Rate Base Analysis [TRADE SECRET BEGINS
Net Utility Plant 1,876,427$ 3,237,757 3,197,285 3,116,341 3,035,397 2,954,453 2,873,509 2,792,566 2,711,622 2,630,678 2,549,734 2,468,790 2,387,846 2,306,902 2,225,958 2,145,014 2,064,070 
Less Deferred Income Taxes -            (16,189)     (48,566)     (80,944)     (113,322)   (145,699)   (178,077)   (210,454)   (242,832)   (275,209)   (307,587)   (339,965)   (372,342)   (404,720)   (437,097)   (469,475)   

3,237,757 3,181,096 3,067,775 2,954,453 2,841,132 2,727,810 2,614,489 2,501,167 2,387,846 2,274,524 2,161,203 2,047,881 1,934,560 1,821,238 1,707,917 1,594,595 
Allowed Rate of Return 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30%

Required Operating Income 1,670,484$ 236,356$  232,220$  223,948$  215,675$  207,403$  199,130$  190,858$  182,585$  174,313$  166,040$  157,768$  149,495$  141,223$  132,950$  124,678$  116,405$  2,851,048$ 

Operating Revenue 3,451,099$ -$          442,163$  449,163$  456,163$  456,163$  456,163$  456,163$  456,163$  456,163$  456,163$  456,163$  456,163$  456,163$  456,163$  456,163$  456,163$  

Operating Expenses & Depreciation 1,978,261   -            119,472    268,124    270,149    272,224    274,351    276,531    278,765    281,055    283,403    285,809    288,276    290,804    293,396    296,052    298,774    4,077,185$ 

Net Operating Income Before Taxes 1,472,838   -            322,691    181,039    186,014    183,939    181,812    179,632    177,398    175,107    172,760    170,353    167,887    165,359    162,767    160,111    157,389    

Income (Benefit) Tax Expense -             -            -            -            -            -            -            -            -            -            -            -            -            -            -            -            -            

Net Operating Income 1,472,838$ -$          322,691$  181,039$  186,014$  183,939$  181,812$  179,632$  177,398$  175,107$  172,760$  170,353$  167,887$  165,359$  162,767$  160,111$  157,389$  2,744,259$ 

Breakeven 38,710$      90,471$    (42,909)$   (29,661)$   (23,463)$   (17,318)$   (11,225)$   (5,187)$     795$         6,719$      12,586$    18,392$    24,136$    29,817$    35,433$    40,983$    

Average (4,576)$     TRADE SECRET ENDS]



DOC Attachment 2
Docket No. PL6580/M-14-1056

Revenue Requirement for GMT's Twin Valley Mahnomen Project 
Assuming Zero Annual Throughput

2/20/2015 Prepared by the Minnesota Department of Commerce, Division of Energy Resources

GMT Twin Valley Mahnomen
Revenue Requirements

NPV @ 15 yr.
10.0% Project Year Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15 Total

Rate Base Analysis [TRADE SECRET BEGINS
Net Utility Plant 1,876,427$ 3,237,757 3,197,285 3,116,341 3,035,397 2,954,453 2,873,509 2,792,566 2,711,622 2,630,678 2,549,734 2,468,790 2,387,846 2,306,902 2,225,958 2,145,014 2,064,070 
Less Deferred Income Taxes -            (16,189)     (48,566)     (80,944)     (113,322)   (145,699)   (178,077)   (210,454)   (242,832)   (275,209)   (307,587)   (339,965)   (372,342)   (404,720)   (437,097)   (469,475)   

3,237,757 3,181,096 3,067,775 2,954,453 2,841,132 2,727,810 2,614,489 2,501,167 2,387,846 2,274,524 2,161,203 2,047,881 1,934,560 1,821,238 1,707,917 1,594,595 
Allowed Rate of Return 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30%

Required Operating Income 1,670,484$ 236,356$  232,220$  223,948$  215,675$  207,403$  199,130$  190,858$  182,585$  174,313$  166,040$  157,768$  149,495$  141,223$  132,950$  124,678$  116,405$  2,851,048$ 

Operating Revenue 2,586,067$ -$          340,000$  340,000$  340,000$  340,000$  340,000$  340,000$  340,000$  340,000$  340,000$  340,000$  340,000$  340,000$  340,000$  340,000$  340,000$  

Operating Expenses & Depreciation 1,978,261   -            119,472    268,124    270,149    272,224    274,351    276,531    278,765    281,055    283,403    285,809    288,276    290,804    293,396    296,052    298,774    4,077,185$ 

Net Operating Income Before Taxes 607,807      -            220,528    71,876      69,851      67,776      65,649      63,469      61,235      58,945      56,597      54,191      51,724      49,196      46,604      43,948      41,226      

Income (Benefit) Tax Expense -              -            -            -            -            -            -            -            -            -            -            -            -            -            -            -            -            

Net Operating Income 607,807$    -$          220,528$  71,876$    69,851$    67,776$    65,649$    63,469$    61,235$    58,945$    56,597$    54,191$    51,724$    49,196$    46,604$    43,948$    41,226$    1,022,815$ 

Breakeven (826,321)$   (11,692)$   (152,072)$ (145,824)$ (139,626)$ (133,481)$ (127,388)$ (121,350)$ (115,368)$ (109,443)$ (103,577)$ (97,771)$   (92,027)$   (86,346)$   (80,730)$   (75,180)$   
TRADE SECRET ENDS]

Average (116,539)$ 



DOC Attachment 3
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Revenue Requirements for GMT's Twin Valley Mahnomen Project
Assuming Capital Costs are 50 percent above forecast

2/20/2015
Prepared by the Minnesota Department of Commerce, Division of Energy Resources

GMT Twin Valley Mahnomen
Revenue Requirements

NPV @ 15 yr.
10.0% Project Year Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15 Total

Rate Base Analysis [TRADE SECRET BEGINS
Net Utility Plant 2,447,514$  4,223,162 4,170,372 4,064,793 3,959,214 3,853,635 3,748,056 3,642,477 3,536,898 3,431,319 3,325,740 3,220,161 3,114,582 3,009,003 2,903,424 2,797,844 2,692,265 
Less Deferred Income Taxes -            (21,116)     (63,347)     (105,579)   (147,811)   (190,042)   (232,274)   (274,505)   (316,737)   (358,969)   (401,200)   (443,432)   (485,664)   (527,895)   (570,127)   (612,358)   

4,223,162 4,149,256 4,001,446 3,853,635 3,705,824 3,558,014 3,410,203 3,262,392 3,114,582 2,966,771 2,818,960 2,671,150 2,523,339 2,375,528 2,227,718 2,079,907 
Allowed Rate of Return 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30%

Required Operating Income 2,178,892$  308,291$  302,896$  292,106$  281,315$  270,525$  259,735$  248,945$  238,155$  227,364$  216,574$  205,784$  194,994$  184,204$  173,414$  162,623$  151,833$  3,718,758$ 

Operating Revenue 3,451,099$  -$          442,163$  449,163$  456,163$  456,163$  456,163$  456,163$  456,163$  456,163$  456,163$  456,163$  456,163$  456,163$  456,163$  456,163$  456,163$  

Operating Expenses & Depreciation 2,367,609    -            131,790    324,590    326,614    328,689    330,816    332,996    335,231    337,521    339,869    342,275    344,742    347,270    349,861    352,517    355,240    4,880,022$ 

Net Operating Income Before Taxes 1,083,490    -            310,373    124,573    129,548    127,473    125,347    123,167    120,932    118,642    116,294    113,888    111,421    108,893    106,302    103,645    100,923    

Income (Benefit) Tax Expense -               -            -            -            -            -            -            -            -            -            -            -            -            -            -            -            -            

Net Operating Income 1,083,490$  -$          310,373$  124,573$  129,548$  127,473$  125,347$  123,167$  120,932$  118,642$  116,294$  113,888$  111,421$  108,893$  106,302$  103,645$  100,923$  1,941,421$ 

Breakeven (787,112)$    7,478$      (167,533)$ (151,767)$ (143,052)$ (134,388)$ (125,778)$ (117,223)$ (108,723)$ (100,280)$ (91,896)$   (83,573)$   (75,311)$   (67,112)$   (58,978)$   (50,910)$   

Average (117,852)$ TRADE SECRET ENDS]
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Revenue Requirements for GMT's Twin Valley Mahnomen Project
Assuming capital costs are 25 percent over budget and annual volumetric revenue is 25 percent under budget

2/20/2015
Prepared by the Minnesota Department of Commerce, Division of Energy Resources

GMT Twin Valley Mahnomen
Revenue Requirements

NPV @ 15 yr.
10.0% Project Year Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15 Total

Rate Base Analysis [TRADE SECRET BEGINS
Net Utility Plant 2,345,534$  4,047,196 3,996,606 3,895,427 3,794,247 3,693,067 3,591,887 3,490,707 3,389,527 3,288,347 3,187,167 3,085,987 2,984,807 2,883,627 2,782,448 2,681,268 2,580,088 
Less Deferred Income Taxes -            (20,236)     (60,708)     (101,180)   (141,652)   (182,124)   (222,596)   (263,068)   (303,540)   (344,012)   (384,484)   (424,956)   (465,428)   (505,900)   (546,372)   (586,843)   

4,047,196 3,976,370 3,834,719 3,693,067 3,551,415 3,409,763 3,268,111 3,126,459 2,984,807 2,843,155 2,701,504 2,559,852 2,418,200 2,276,548 2,134,896 1,993,244 
Allowed Rate of Return 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30%

Required Operating Income 2,088,105$  295,445$  290,275$  279,934$  269,594$  259,253$  248,913$  238,572$  228,232$  217,891$  207,550$  197,210$  186,869$  176,529$  166,188$  155,847$  145,507$  3,563,809$ 

Operating Revenue 3,234,841$  -$          416,622$  421,872$  427,122$  427,122$  427,122$  427,122$  427,122$  427,122$  427,122$  427,122$  427,122$  427,122$  427,122$  427,122$  427,122$  

Operating Expenses & Depreciation 2,300,793    -            129,590    314,912    316,936    319,011    321,138    323,318    325,552    327,843    330,190    332,597    335,063    337,591    340,183    342,839    345,562    4,742,325$ 

Net Operating Income Before Taxes 934,048       -            287,032    106,961    110,186    108,111    105,984    103,804    101,570    99,279      96,932      94,525      92,059      89,531      86,939      84,283      81,561      

Income (Benefit) Tax Expense -               -            -            -            -            -            -            -            -            -            -            -            -            -            -            -            -            

Net Operating Income 934,048$     -$          287,032$  106,961$  110,186$  108,111$  105,984$  103,804$  101,570$  99,279$    96,932$    94,525$    92,059$    89,531$    86,939$    84,283$    81,561$    1,648,757$ 

Breakeven (858,612)$    (3,243)$     (172,974)$ (159,408)$ (151,142)$ (142,928)$ (134,768)$ (126,662)$ (118,612)$ (110,619)$ (102,684)$ (94,810)$   (86,998)$   (79,249)$   (71,564)$   (63,946)$   

Average (125,939)$ TRADE SECRET ENDS]



DOC Attachment 5
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Revenue Requirements for GMT's Twin Valley Mahnomen Project
Assuming 100 percent captial cost over-run and annual volumetric revenue is 75 percent below forecast

2/20/2015 Prepared by the Minnesota Department of Commerce, Division of Energy Resources

GMT Twin Valley Mahnomen
Revenue Requirements

NPV @ 15 yr.
10.0% Project Year Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15 Total

Rate Base Analysis [TRADE SECRET BEGINS
Net Utility Plant 3,263,352$  5,630,882 5,560,496 5,419,724 5,278,952 5,138,180 4,997,408 4,856,636 4,715,864 4,575,092 4,434,320 4,293,548 4,152,775 4,012,003 3,871,231 3,730,459 3,589,687 
Less Deferred Income Taxes -            (28,154)     (84,463)     (140,772)   (197,081)   (253,390)   (309,699)   (366,007)   (422,316)   (478,625)   (534,934)   (591,243)   (647,551)   (703,860)   (760,169)   (816,478)   

5,630,882 5,532,342 5,335,261 5,138,180 4,941,099 4,744,018 4,546,937 4,349,856 4,152,775 3,955,695 3,758,614 3,561,533 3,364,452 3,167,371 2,970,290 2,773,209 
Allowed Rate of Return 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30% 7.30%

Required Operating Income 2,905,190$  411,054$  403,861$  389,474$  375,087$  360,700$  346,313$  331,926$  317,540$  303,153$  288,766$  274,379$  259,992$  245,605$  231,218$  216,831$  202,444$  4,958,344$ 

Operating Revenue 2,802,325$  -$          365,541$  367,291$  369,041$  369,041$  369,041$  369,041$  369,041$  369,041$  369,041$  369,041$  369,041$  369,041$  369,041$  369,041$  369,041$  

Operating Expenses & Depreciation 2,927,435    -            149,386    405,795    407,819    409,894    412,021    414,201    416,436    418,726    421,074    423,480    425,947    428,475    431,066    433,722    436,445    6,034,489$ 

Net Operating Income Before Taxes (125,110)      -            216,155    (38,504)     (38,779)     (40,854)     (42,981)     (45,161)     (47,395)     (49,686)     (52,033)     (54,440)     (56,906)     (59,434)     (62,026)     (64,682)     (67,404)     

Income (Benefit) Tax Expense -               -            -            -            -            -            -            -            -            -            -            -            -            -            -            -            -            

Net Operating Income (125,110)$    -$          216,155$  (38,504)$   (38,779)$   (40,854)$   (42,981)$   (45,161)$   (47,395)$   (49,686)$   (52,033)$   (54,440)$   (56,906)$   (59,434)$   (62,026)$   (64,682)$   (67,404)$   (504,128)$   

Breakeven (2,619,245)$ (187,706)$ (427,978)$ (413,866)$ (401,554)$ (389,294)$ (377,087)$ (364,935)$ (352,838)$ (340,799)$ (328,818)$ (316,898)$ (305,039)$ (293,244)$ (281,513)$ (269,849)$ 

Average (364,080)$ TRADE SECRET ENDS]
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