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Samantha C. Norris

Senior Attorney

December 8, 2014

Dr. Burl W. Haar, Executive Secretary
Minnesota Public Utilities Commission
121 Seventh Place East, Suite 350
St. Paul, MN 55101

RE: Interstate Power and Light Company and Southern Minnesota Energy Cooperative
Docket Nos. EQ01, E132, E114, E6521, E142, E135, E115, E140, E105, E139, E124,
E126, E145/PA-14-322
Interstate Power and Light Company and Southern Minnesota Energy Cooperative’s
Reply Comments

Dear Dr. Haar:

Enclosed for eFiling with the Minnesota Public Utilities Commission (Commission) please
find Interstate Power and Light Company and Southern Minnesota Energy Cooperative’'s
Reply Comments in the above-referenced dockets.

Copies of this filing have been served on the Minnesota Office of Attorney General —
Residential and Small Business Utilities Division, the Minnesota Department of
Commerce, Division of Energy Resources, and the attached service list.

Very truly yours,
/sl Samantha C. Norris

Samantha C. Norris
Senior Attorney

SCN/kcb
Enclosures

cc: Service List



STATE OF MINNESOTA

BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION

Beverly Jones Heydinger
David C. Boyd

Nancy Lange

Dan Lipschultz

Betsy Wergin

Chair
Commissioner
Commissioner
Commissioner
Commissioner

IN THE MATTER OF A REQUEST FOR
APPROVAL OF THE ASSET
PURCHASE AND SALE AGREEMENT
BETWEEN INTERSTATE POWER
AND LIGHT COMPANY AND
SOUTHERN MINNESOTA ENERGY
COOPERATIVE

DOCKET NOS. E001, E132, E114,
E6521, E142, E135,
E115, E140, E105,
E139, E124, E126,
E145/PA-14-322

AFFIDAVIT OF SERVICE

STATE OF IOWA )
) SS.
COUNTY OF LINN )

Kathleen C. Balvanz, being first duly sworn on oath, deposes and states:

That on the 8" day of December, 2014, copies of the foregoing
Affidavit of Service, together with Interstate Power and Light Company and
Southern Minnesota Energy Cooperative’s Reply Comments, were served
upon the parties on the attached service list, by e-filing, overnight delivery,
electronic mail, facsimile and/or first-class mail, proper postage prepaid from

Cedar Rapids, lowa.

/s/ Kathleen C. Balvanz

Kathleen C. Balvanz

Subscribed and Sworn to Before Me
this 8" day of December, 2014.

/s/ Kathleen J. Faine
Kathleen J. Faine
Notary Public

My Commission Expires on February 20, 2015
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Ross

Abbey

abbey@fresh-energy.org

Fresh Energy

408 Saint Peter St Ste 220

St. Paul,
MN
55102-1125

Electronic Service

No

OFF_SL_14-322_Official

Bobby

Adam

bobby.adam@conagrafood
s.com

ConAgra

Suite 5022
11 ConAgra Drive
Omabha,
NE
68102

Electronic Service

No

OFF_SL_14-322_Official

Michael

Allen

michael.allen@allenergysol
ar.com

All Energy Solar

721 W 26th st Suite 211

Minneapolis,
Minnesota
55405

Electronic Service

No

OFF_SL_14-322_Official

Christopher

Anderson

canderson@allete.com

Minnesota Power

30 W Superior St

Duluth,
MN
558022191

Electronic Service

No

OFF_SL_14-322_Official

Julia

Anderson

Julia.Anderson@ag.state.m
n.us

Office of the Attorney
General-DOC

1800 BRM Tower
445 Minnesota St
St. Paul,
MN
551012134

Electronic Service

Yes

OFF_SL_14-322_Official

John

Aune

johna@bluehorizonsolar.co
m

Blue Horizon Energy

171 Cheshire Ln Ste 500

Plymouth,
MN
55441

Electronic Service

No

OFF_SL_14-322_Official

Rebecca J.

Baldwin

Spiegel & McDiarmid

1333 New Hampshire
Avenue NW

Washington,
DC
20036

Paper Service

No

OFF_SL_14-322_Official

Rick

Bartz

rbartz@ibewlocal949.org

IBEW Local Union 949

12908 Nicollet Avenue
South

Burnsville,
MN
55337

Electronic Service

No

OFF_SL_14-322_Official

Peter

Beithon

pbeithon@otpco.com

Otter Tail Power Company

P.O. Box 496
215 South Cascade St
Fergus Falls,
MN
565380496

Electronic Service
eet

No

OFF_SL_14-322_Official

Sara

Bergan

sebergan@stoel.com

Stoel Rives LLP

33 South Sixth Street
Suite 4200
Minneapolis,
MN
55402

Electronic Service

No

OFF_SL_14-322_Official
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James J.

Bertrand

james.bertrand@Ieonard.c
om

Leonard Street & Deinard

150 South Fifth Street,
Suite 2300

Minneapolis,
MN
55402

Electronic Service

No

OFF_SL_14-322_Official

William

Black

bblack@mmua.org

MMUA

Suite 400
3025 Harbor Lane Nor
Plymouth,
MN
554475142

Electronic Service
h

No

OFF_SL_14-322_Official

William A.

Blazar

bblazar@mnchamber.com

Minnesota Chamber Of
Commerce

Suite 1500
400 Robert Street Norf]
St. Paul,
MN
55101

Electronic Service
h

No

OFF_SL_14-322_Official

Michael

Bradley

mike.bradley@lawmoss.co
m

Moss & Barnett

150 S. 5th Street, #1200

Minneapolis,
MN
55402

Electronic Service

No

OFF_SL_14-322_Official

B. Andrew

Brown

brown.andrew@dorsey.co
m

Dorsey & Whitney LLP

Suite 1500
50 South Sixth Street
Minneapolis,
MN
554021498

Electronic Service

No

OFF_SL_14-322_Official

Michael J.

Bull

mbull@mncee.org

Center for Energy and
Environment

212 Third Ave N Ste 560

Minneapolis,
MN
55401

Electronic Service

No

OFF_SL_14-322_Official

Joel

Cannon

jcannon@tenksolar.com

Tenk Solar, Inc.

9549 Penn Avenue S

Bloomington,
MN
55431

Electronic Service

No

OFF_SL_14-322_Official

John J.

Carroll

jcarroll@newportpartners.c
om

Newport Partners, LLC

9 Cushing, Suite 200

Irvine,
California
92618

Electronic Service

No

OFF_SL_14-322_Official

Steve W.

Chriss

Stephen.chriss@wal-
mart.com

Wal-Mart

2001 SE 10th St.

Bentonville,
AZ
72716-5530

Electronic Service

No

OFF_SL_14-322_Official

City

Clerk

sschulte@ci.albertlea.mn.u
s

City of Albert Lea

221 E Clark St

Albert Lea,
MN
56007

Electronic Service

No

OFF_SL_14-322_Official
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Steve

Coleman

scoleman@appliedenergyi
nnovations.org

Applied Energy Innovations

4000 Minnehaha Ave S

Minneapolis,
MN
55406

Electronic Service

No

OFF_SL_14-322_Official

Joan

Conrad

N/A

lowa Utilities Board

1375 E. Court Avenue,
Room 69

Des Moines,
1A
50319-0069

Paper Service

No

OFF_SL_14-322_Official

Lisa

Crum

lisa.crum@ag.state.mn.us

Office of the Attorney
General-PUC

445 Minnesota Street, 1100
BRM

Saint Paul,
MN
55101

Electronic Service

No

OFF_SL_14-322_Official

Lisa

Daniels

lisadaniels@windustry.org

Windustry

201 Ridgewood Ave

Minneapolis,
MN
55403

Electronic Service

No

OFF_SL_14-322_Official

Dustin

Denison

dustin@appliedenergyinno
vations.org

Applied Energy Innovations

4000 Minnehaha Ave S

Minneapolis,
MN
55406

Electronic Service

No

OFF_SL_14-322_Official

Executive

Director

League Of MN Cities

145 University Avenue
West

St Paul,
MN
551032044

Paper Service

No

OFF_SL_14-322_Official

lan

Dobson

ian.dobson@ag.state.mn.u
s

Office of the Attorney
General-RUD

Antitrust and Utilities
Division

445 Minnesota Street,
BRM Tower

St. Paul,

MN

55101

Electronic Service

1400

No

OFF_SL_14-322_Official

Steve

Downer

sdowner@mmua.org

MMUA

3025 Harbor Ln N Ste 400

Plymouth,
MN
554475142

Electronic Service

No

OFF_SL_14-322_Official

Bill

Droessler

N/A

Izaak Walton League of
America-MWO

1619 Dayton Ave Ste 202

Saint Paul,
MN
55104

Paper Service

No

OFF_SL_14-322_Official
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Betsy

Engelking

betsy@geronimoenergy.co
m

Geronimo Energy

7650 Edinborough Way
Suite 725
Edina,
MN
55435

Electronic Service

No

OFF_SL_14-322_Official

Sharon

Ferguson

sharon.ferguson@state.mn
.us

Department of Commerce

85 7th Place E Ste 500

Saint Paul,
MN
551012198

Electronic Service

No

OFF_SL_14-322_Official

Doug

Franzen

djf@franzen-mn.com

Franzen & Associates, LLC

1675 Highland Pkwy

St. Paul,
MN
55116

Paper Service

No

OFF_SL_14-322_Official

Nathan

Franzen

nathan@geronimoenergy.c
om

Geronimo Energy

7650 Edinborough Way
Suite 725
Edina,
MN
55435

Electronic Service

No

OFF_SL_14-322_Official

Benjamin

Gerber

bgerber@mnchamber.com

Minnesota Chamber of
Commerce

400 Robert Street North
Suite 1500
St. Paul,
Minnesota
55101

Electronic Service

No

OFF_SL_14-322_Official

Bruce

Gerhardson

bgerhardson@otpco.com

Otter Tail Power Company

PO Box 496
215 S Cascade St
Fergus Falls,
MN
565380496

Electronic Service

No

OFF_SL_14-322_Official

Bill

Grant

Bill. Grant@state.mn.us

Minnesota Department of
Commerce

85 7th Place East, Suite
500

St. Paul,
MN
55101

Electronic Service

No

OFF_SL_14-322_Official

David

Grover

dgrover@itctransco.com

ITC Midwest

901 Marquette Avenue
Suite 1950
Minneapolis,

MN
55402

Electronic Service

No

OFF_SL_14-322_Official

Burl W.

Haar

burl.haar@state.mn.us

Public Utilities Commission

Suite 350
121 7th Place East
St. Paul,
MN
551012147

Electronic Service

Yes

OFF_SL_14-322_Official

Tony

Hainault

anthony.hainault@co.henn
epin.mn.us

Hennepin County DES

701 4th Ave S Ste 700

Minneapolis,
MN
55415-1842

Electronic Service

No

OFF_SL_14-322_Official
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J Drake

Hamilton

hamilton@fresh-energy.org

Fresh Energy

408 St Peter St

Saint Paul,
MN
55101

Electronic Service

No

OFF_SL_14-322_Official

Samuel

Hanson

N/A

Briggs And Morgan, P.A.

2200 IDS Center E
80 South Eighth Street]
Minneapolis,
MN
55402

Paper Service

No

OFF_SL_14-322_Official

Jack

Hays

jack.hays@westwoodps.co
m

Westwood Professional
Services

7699 Anagram Drive

Eden Prairie,
MN
55344

Electronic Service

No

OFF_SL_14-322_Official

Brandon

Heath

bheath@misoenergy.org

MISO Energy

1125 Energy Park Drive

St. Paul,
MN
55108-5001

Electronic Service

No

OFF_SL_14-322_Official

Annete

Henkel

mui@mnutilityinvestors.org

Minnesota Utility Investors

413 Wacouta Street
#230
St.Paul,
MN
55101

Electronic Service

No

OFF_SL_14-322_Official

Richard J.

Hettwer

rj.hettwer@smmpa.org

SMMPA

500 First Avenue, SW

Rochester,
MN
559023303

Electronic Service

No

OFF_SL_14-322_Official

Lynn

Hinkle

Ihinkle@mnseia.org

Minnesota Solar Energy
Industries Association

2512 33rd Ave South #2

Minneapolis,
MN
55406

Electronic Service

No

OFF_SL_14-322_Official

Holly

Hinman

holly.r.hinman@xcelenergy
.com

Xcel Energy

414 Nicollet Mall, 7th Floor

Minneapolis,
MN
55401

Electronic Service

No

OFF_SL_14-322_Official

Margaret

Hodnik

mhodnik@mnpower.com

Minnesota Power

30 West Superior Street

Duluth,
MN
55802

Electronic Service

No

OFF_SL_14-322_Official

Tiffany

Hughes

Regulatory.Records@xcele
nergy.com

Xcel Energy

414 Nicollet Mall FL 7

Minneapolis,
MN
554011993

Electronic Service

No

OFF_SL_14-322_Official
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Anne

Hunt

anne.hunt@ci.stpaul.mn.us

City of Saint Paul

390 City Hall
15 West Kellogg Boulg

Saint Paul,
MN
55102

Electronic Service
ard

No

OFF_SL_14-322_Official

Dwight

Jelle

dkjelle@gmail.com

Best Power International,
LLC

P.O. 5126

Hopkins,
MN
55343

Electronic Service

No

OFF_SL_14-322_Official

Alan

Jenkins

aj@jenkinsatlaw.com

Jenkins at Law

2265 Roswell Road
Suite 100
Marietta,

GA
30062

Electronic Service

No

OFF_SL_14-322_Official

Linda

Jensen

linda.s.jensen@ag.state.m
n.us

Office of the Attorney
General-DOC

1800 BRM Tower 445
Minnesota Street

St. Paul,
MN
551012134

Electronic Service

No

OFF_SL_14-322_Official

Richard

Johnson

Rick.Johnson@lawmoss.co
m

Moss & Barnett

150 S. 5th Street
Suite 1200
Minneapolis,
MN
55402

Electronic Service

No

OFF_SL_14-322_Official

Paula

Johnson

paulajohnson@alliantenerg
y.com

Alliant Energy-Interstate
Power and Light Company

P.O. Box 351
200 First Street, SE
Cedar Rapids,
1A
524060351

Electronic Service

No

OFF_SL_14-322_Official

Elizabeth M.

Jones

elizabeth.jones@ag.state.
mn.us

Office of the Attorney
General-PUC

445 Minnesota Street
Suite 1100 Bremer To
St. Paul,
MN
55101

Electronic Service
er

No

OFF_SL_14-322_Official

Mara

Koeller

mara.n.koeller@xcelenergy
.com

Xcel Energy

414 Nicollet Mall
5th Floor
Minneapolis,
MN
55401

Electronic Service

No

OFF_SL_14-322_Official

Brian

Krambeer

bkrambeer@tec.coop

Tri-County Electric
Cooperative

PO Box 626
31110 Cooperative W4g
Rushford,
MN
55971

Electronic Service
y

No

OFF_SL_14-322_Official

Jon

Kramer

jk2surf@aol.com

Sundial Solar

4708 york ave. S

Minneapolis,
MN

55410

Electronic Service

No

OFF_SL_14-322_Official
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Jim

Krueger

jkrueger@fmcs.coop

Freeborn-Mower
Cooperative Services

Box 611

Albert Lea,
MN
56007

Electronic Service

No

OFF_SL_14-322_Official

Allen

Krug

allen.krug@xcelenergy.co
m

Xcel Energy

414 Nicollet Mall-7th fl

Minneapolis,
MN
55401

Electronic Service

No

OFF_SL_14-322_Official

Jeffrey L.

Landsman

jlandsman@wheelerlaw.co
m

Wheeler, Van Sickle &
Anderson, S.C.

Suite 801
25 West Main Street
Madison,
WI
537033398

Electronic Service

No

OFF_SL_14-322_Official

Harold

LeVander, Jr.

hlevander@felhaber.com

Felhaber, Larson, Fenton &
Vogt, P.A.

Suite 2100
444 Cedar Street
St. Paul,
MN
551012136

Electronic Service

No

OFF_SL_14-322_Official

John

Lindell

agorud.ecf@ag.state.mn.us

Office of the Attorney
General-RUD

1400 BRM Tower
445 Minnesota St
St. Paul,
MN
551012130

Electronic Service

Yes

OFF_SL_14-322_Official

Bob

Long

rlong@Ilarkinhoffman.com

Larkin Hoffman (Silicon
Energy)

1500 Wells Fargo Plaza
7900 Xerxes Ave S
Bloomington,

MN
55431

Electronic Service

No

OFF_SL_14-322_Official

Rebecca

Lundberg

rebecca.lundberg@powerfu
llygreen.com

Powerfully Green

11451 Oregon Ave N

Champlin,
MN
55316

Electronic Service

No

OFF_SL_14-322_Official

Casey

MacCallum

casey@appliedenergyinnov
ations.org

Applied Energy Innovations

4000 Minnehaha Ave S

Minneapolis,
MN
55406

Electronic Service

No

OFF_SL_14-322_Official

Paula

Maccabee

Pmaccabee@justchangela
w.com

Just Change Law Offices

1961 Selby Ave

Saint Paul,
MN
55104

Electronic Service

No

OFF_SL_14-322_Official

Erik

Madsen

ErikMadsen@alliantenergy.
com

Alliant Energy

200 First St SE

Cedar Rapid,
1A
52401

Electronic Service

No

OFF_SL_14-322_Official
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Kavita

Maini

kmaini@wi.rr.com

KM Energy Consulting LLC

961 N Lost Woods Rd

Oconomowoc,
wi
53066

Electronic Service

No

OFF_SL_14-322_Official

Pam

Marshall

pam@energycents.org

Energy CENTS Coalition

823 7th StE

St. Paul,
MN
55106

Electronic Service

No

OFF_SL_14-322_Official

Natalie

Mclntire

natalie.mcintire@gmail.com

Wind on the Wires

570 Asbury St Ste 201

Saint Paul,
MN
55104-1850

Electronic Service

No

OFF_SL_14-322_Official

Valerie

Means

valerie.means@lawmoss.c
om

Moss & Barnett

150 S. 5th Street, #1200

Minneapolis,
MN
55402

Electronic Service

No

OFF_SL_14-322_Official

Brian

Meloy

brian.meloy@stinsonleonar
d.com

Stinson,Leonard, Street
LLP

150 S 5th St Ste 2300

Minneapolis,
MN
55402

Electronic Service

No

OFF_SL_14-322_Official

Gregory R.

Merz

gregory.merz@gpmlaw.co
m

Gray, Plant, Mooty

80 S 8th St Ste 500

Minneapolis,
MN
55402-5383

Electronic Service

No

OFF_SL_14-322_Official

Steve

Mihalchick

steve.mihalchick@state.mn
.us

Office of Administrative
Hearings

PO Box 64620

St. Paul,
MN
551640620

Electronic Service

No

OFF_SL_14-322_Official

David

Moeller

dmoeller@allete.com

Minnesota Power

30 W Superior St

Duluth,
MN
558022093

Electronic Service

No

OFF_SL_14-322_Official

Andrew

Moratzka

apmoratzka@stoel.com

Stoel Rives LLP

33 South Sixth Street
Suite 4200
Minneapolis,
MN
55402

Electronic Service

No

OFF_SL_14-322_Official

Martin

Morud

mmorud@trunorthsolar.co
m

Tru North Solar

5115 45th Ave S

Minneapolis,
MN
55417

Electronic Service

No

OFF_SL_14-322_Official
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Carl

Nelson

cnelson@mncee.org

Center for Energy and
Environment

212 3rd Ave N Ste 560

Minneapolis,
MN
55401

Electronic Service

No

OFF_SL_14-322_Official

Michael

Noble

noble@fresh-energy.org

Fresh Energy

Hamm Bldg., Suite 220
408 St. Peter Street
St. Paul,
MN
55102

Electronic Service

No

OFF_SL_14-322_Official

Rolf

Nordstrom

rnordstrom@gpisd.net

Great Plains Institute

2801 21ST AVE S STE 220

Minneapolis,
MN
55407-1229

Electronic Service

No

OFF_SL_14-322_Official

Samantha

Norris

samanthanorris@alliantene
rgy.com

Alliant Energy

200 1st Street SE
PO Box 351
Cedar Rapids,
1A
52406-0351

Electronic Service

No

OFF_SL_14-322_Official

Steven

Nyhus

swnyhus@flaherty-
hood.com

Flaherty & Hood PA

525 Park St Ste 470

Saint Paul,
MN
55103

Electronic Service

No

OFF_SL_14-322_Official

Priti R.

Patel

priti.r.patel@xcelenergy.co
m

Xcel Energy

414 Nicollet Mall
MP 800
Minneapolis,
MN
55401

Electronic Service

No

OFF_SL_14-322_Official

Donna

Pickard

dpickard@aladdinsolar.co
m

Aladdin Solar

1215 Lilac Lane

Excelsior,
MN
55331

Electronic Service

No

OFF_SL_14-322_Official

Charlie

Pickard

cpickard@aladdinsolar.com

Aladdin Solar

1215 Lilac Lane

Excelsior,
MN
55331

Electronic Service

No

OFF_SL_14-322_Official

David E.

Pomper

Spiegel & McDiarmid

1333 New Hampshire
Avenue NW

Washington,
DC
20036

Paper Service

No

OFF_SL_14-322_Official

Benjamin L.

Porath

Dairyland Power
Cooperative

3200 East Avenue South
PO Box 817
La Crosse,
WI
546020817

Paper Service

No

OFF_SL_14-322_Official
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Gayle

Prest

gayle.prest@minneapolism
n.gov

City of Mpls Sustainability

350 South 5th St, #315

Minneapolis,
MN
55415

Electronic Service

No

OFF_SL_14-322_Official

Enio

Ricci

ericci@invenergylic.com

Invenergy LLC

17830 New Hampshire Ave
Ste 300

Ashton,
MD
20861

Electronic Service

No

OFF_SL_14-322_Official

Michelle

Rosier

michelle.rosier@sierraclub.
org

Sierra Club

2327 E. Franklin Avenue

Minneapolis,
MN
554061024

Electronic Service

No

OFF_SL_14-322_Official

Dan L.

Sanford

N/A

American Transmission
Company LLC

W234 N2000 Ridgeview
Pkwy Court

Waukesha,
WI
53188-1022

Paper Service

No

OFF_SL_14-322_Official

Richard

Savelkoul

rsavelkoul@martinsquires.c
om

Martin & Squires, P.A.

332 Minnesota Street Ste
W2750

St. Paul,
MN
55101

Electronic Service

No

OFF_SL_14-322_Official

Kevin

Saville

kevin.saville@ftr.com

Citizens/Frontier
Communications

2378 Wilshire Blvd.

Mound,
MN
55364

Electronic Service

No

OFF_SL_14-322_Official

Larry L.

Schedin

Larry@LLSResources.com

LLS Resources, LLC

12 S 6th St Ste 1137

Minneapolis,
MN
55402

Electronic Service

No

OFF_SL_14-322_Official

Matthew J.

Schuerger P.E.

mjsreg@earthlink.net

Energy Systems Consulting
Services, LLC

PO Box 16129

St. Paul,
MN
55116

Electronic Service

No

OFF_SL_14-322_Official

Janet

Shaddix Elling

jshaddix@janetshaddix.co
m

Shaddix And Associates

Ste 122
9100 W Bloomington H
Bloomington,
MN
55431

Electronic Service
rwy

No

OFF_SL_14-322_Official
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Gary

Shaver

N/A

Silicon Energy

3506 124th St NE

Marysville,
WA
98271

Paper Service

No

OFF_SL_14-322_Official

Erin

Shea

eshea@silicon-energy.com

Silicon Energy

PO Box 376
8787 Silicon Way
Mt Iron,
MN
55768

Electronic Service

No

OFF_SL_14-322_Official

Doug

Shoemaker

dougs@mnRenewables.or
g

MRES

2928 5th Ave S

Minneapolis,
MN
55408

Electronic Service

No

OFF_SL_14-322_Official

Ron

Spangler, Jr.

rlspangler@otpco.com

Otter Tail Power Company

215 So. Cascade St.
PO Box 496
Fergus Falls,
MN
565380496

Electronic Service

No

OFF_SL_14-322_Official

Kristin

Stastny

stastny.kristin@dorsey.com

Dorsey & Whitney LLP

50 South 6th Street
Suite 1500
Minneapolis,
MN
55402

Electronic Service

No

OFF_SL_14-322_Official

Donna
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STATE OF MINNESOTA

BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION

Beverly Jones Heydinger Chair
David C. Boyd Commissioner
Nancy Lange Commissioner
Dan Lipschultz Commissioner
Betsy Wergin Commissioner

IN THE MATTER OF A REQUEST FOR
APPROVAL OF THE ASSET PURCHASE | DOCKET NOS. EO001, E132, E114,

AND SALE AGREEMENT BETWEEN E6521, E142, E135,
INTERSTATE POWER AND LIGHT E115, E140, E105,
COMPANY AND SOUTHERN E139, E124, E126,
MINNESOTA ENERGY COOPERATIVE E145/PA-14-322

REPLY COMMENTS OF INTERSTATE POWER AND LIGHT COMPANY
AND SOUTHERN MINNESOTA ENERGY COOPERATIVE

The following Reply Comments are submitted to the Minnesota Public Ultilities
Commission (Commission) by Interstate Power and Light Company (IPL) and Southern
Minnesota Energy Cooperative (SMEC) (collectively Petitioners) in response to the
November 10, 2014 Supplemental Reply Comments of the Department of Commerce, Division
of Energy Resources (Department) and the Comments of the Office of Attorney General -
Antitrust and Ultilities Division (OAG). The Department and OAG recognize that there are no
issues relating to operational, customer service, or service quality matters.® As to the issue of
costs and rates, these Reply Comments will demonstrate that:

1. The Transaction will provide substantial customer benefits for much longer than
three years, and those longer-run benefits fully support approval of the Transaction;
The OAG'’s criticisms of the Department’s short run analysis are misplaced;

The Transaction price and the Wholesale Power Agreement are reasonable, contrary
to the OAG'’s claims; and

4. Additional modifications and customer benefits are not needed to support approval of
the Transaction.

! Department November 10 Supplemental Reply Comments at 5-7 (citing Department October 6
Reply Comments); OAG November 10 Comments at 2.
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In addition, these Reply Comments will show that the Transaction properly treats other
topics raised in November 10 Comments, including appropriate reporting by SMEC and the

twelve cooperatives that formed SMEC (SMEC Member Cooperatives).

1. The Transaction will provide substantial customer benefits for much longer than
three years, and those longer-run benefits fully support approval of the
Transaction.

The Transaction will provide substantial longer-run customer benefits. These longer-run
benefits (i.e., benefits beyond the first three years), when, combined with the lack of concerns
regarding operational, customer service, or service quality matters, result in the Transaction
being compatible with the public interest.? Further, while there may be some disagreement over
the level of short-run benefits (or, in the opinion of the OAG, short-run detriments), the presence

of such significant long-run advantages greatly reduces the significance of short run impacts or

a precise calculation of short-run impacts of the Transaction.

While there are some differences in the analyses performed by the Petitioners and the
Department, both have identified customer benefits accruing during the first three years after the
close of the Transaction.® The OAG, on the other hand, claims that the Petitioners’ and
Department’s cost-benefit analyses show more benefits than are really available.* As described
in Section 2, the OAG’s argument is based on the mistaken assumption that the Department'’s
cost benefit analysis (which covers only the 3-year period 2015-2017) includes all of the benefits
of the Transaction. To the contrary, a 3-year cost benefit analysis is far too short to provide a

full assessment of the Transaction or the long-run benefits it will provide.> Rather, it is well

> See Petition at 33-35 (explaining the Commission has consistently interpreted the “public
interest” criteria contained in Minn. Stat. 8§ 216B.50, subd. 1 to require a showing of compatibility
with the public interest, not necessarily affirmative benefits).

% Department October 6 Reply Comments at 11-14, 25; Department November 10 Supplemental
Reply Comments at 3-4.

* OAG November 10 Comments at 2-4. The OAG has also challenged the Petitioners’
calculation of short term benefits. See OAG October 6 Reply Comments at 9-11.

®> The Petitioners presented an analysis of the rate impacts of the 4-year period 2014-2017, but
that analysis did not attempt to reflect all relevant cost impacts.

2



established that an analysis should reasonably reflect the time period over which a sale or
acquisition will remain in effect.® Thus, the key point is that when the substantial longer-term
benefits of the Transaction are considered, it is clear that the Transaction meets the public
interest criteria of Minn. Stat. 8 216B.50 irrespective of any short run impacts.

These substantial longer-term customer benefits are a result of the fundamental
economic advantages enjoyed by SMEC and the SMEC Member Cooperatives. These
economic advantages will remain in effect for many years, and lead to benefits that are far more
significant than even the positive short-term benefits of the Transaction, and would also
outweigh any hypothetical short run detriments. Any analysis that does not consider — or that
explicitly rejects — these longer-run benefits will understate the benefits of the Transaction to
customers.

The record demonstrates that the Transaction reflects the following fundamental
economic facts:

(1) the costs of power supply and transmission will be the essentially same for IPL and
the SMEC Member Cooperatives following the closing; and

®See In the Matter of the Petition of Northern States Power Company d/b/a Xcel Energy for
Approval of Competitive Resource Acquisition Proposal and Certificate of Need, Docket No.
E002/CN-12-1240, Order Directing Xcel to Neqgotiate Draft Agreements with Selected Parties at
9 (May 23, 2014)(“The Levelized Cost of Electricity represents the net present value of the
expected annual costs ... divided by annual generation_over the term of the proposal.”)
(emphasis added); In the Matter of the Joint Application for Approval of Transfer of Control of tw
telecom of minnesota, llc to Level 3 Communications, Inc., Docket No. P5981, 5733/PA-14-570,
Order (Aug. 12, 2014)(adopting the July 18, 2014 recommendations of the Department of
Commerce in which the Department cited $240 million in annualized synergies (that translated
to $2 billion of net present value)); In the Matter of Minnesota Power’s Request for Approval of a
Power Purchase Agreement with Manitoba Hydro Company, Docket No. E015/M-11-938, Order
(Feb. 1, 2012)(adopting Department recommendations that found power purchase agreement to
be in the public interest based on levelized cost comparison for the duration of the proposed
contract); In the Matter of Interstate Power and Light Company's Petition for Approval of
Eligibility for Investment in Whispering Willow - East, Renewable Energy Recovery Adjustment,
and 2010 Rate, Docket No. EO0O1M/GR-10-312, Amended Findings of Fact, Conclusions of Law,
and Recommendation at § 29, 34, 41 (Oct. 17, 2013)(evaluating the reasonableness of the
Whispering Willow — East project using a levelized cost analysis performed over the 25-year life
of the asset)(adopted by Order Adopting Administrative Law Judge’s Report and Findings at 2
(Dec. 26, 2013)).




(2) SMEC and the SMEC Member Cooperatives have significant cost advantages
resulting from far lower costs of capital (1.59% while SMEC owns the assets
purchased from IPL and 3.38% after those assets are transferred to the SMEC
Member Cooperatives) vs. IPL’s cost of capital of approximately 7.98%).

These fundamental economic benefits were identified in the Petition:

The cost of owning the distribution facilities should be lower under Cooperative
ownership by the SMEC Member Cooperatives for several reasons. First, the
cost of capital for SMEC Member Cooperatives will be lower than the cost of
capital for IPL. SMEC will have a 100% debt structure and the cost of debt is
estimated to be 1.59%. ... The cost of capital for the SMEC Member
Cooperatives when the distribution facilities are transferred from SMEC to the
SMEC Member Cooperatives, currently estimated to be 3.38%, will also be lower
than the cost of capital for IPL. In contrast, the IPL cost of capital from the last
general rate case is 8.1% and the projected cost of capital if IPL filed for a base
rate increase in 2014 would be 7.98% (using the Return on Equity of 10.35
percent authorized in IPL’s last electric rate case), as shown on Attachment J,
Schedule E.’

The Petition also identified the benefits of exemption from income taxes available to SMEC and
the SMEC Member Cooperatives:

Second, SMEC and the SMEC Member Cooperatives are exempt from federal

and state income taxation. The result of this exemption is that there is no tax cost

related to the return on investments in distribution facilities owned by SMEC or

later by the SMEC Member Cooperatives. The effect of this tax exemption will be

significant.®

As stated above, the long-run benefits of these fundamental economic advantages are
not reflected in a shorter-run 3-year cost benefit analysis, which results in a substantial
understatement of the actual long-run customer benefits of the Transaction. When a longer-run
cost-benefit analysis is used, it is clear that customers receive significant ongoing benefits from
the Transaction, even when potential cost adjustments suggested by the parties are fully
reflected. As a result, the record shows that the Transaction meets the public interest standard

of Minn. Stat. § 216B.50 and there are no material fact issues because there are no plausible

facts that would change that conclusion.

" Petition at 42
8 Petition at 43.



The primary sources of the fundamental economic advantages -- and the resulting
substantial, ongoing benefits of the Transaction -- are the significantly lower costs of capital and
the exemption from income taxes that are available to SMEC and the SMEC Member
Cooperatives. These fundamental economic advantages lead to customer benefits, even with
recovery of the full $122 million investment. Specifically, the long-term net benefits to
customers beginning in year 4 were estimated to be $5.0 million per year, as explained in the
Petitioners’ response to Department IR No. 57, a copy of which is included as Attachment 1 to
these Reply Comments. If an adjustment is made to reflect the effect of the FERC 10.97% ROE

(as the OAG has proposed), a net annual benefit of $3.9 million remains, as shown in Table 1

below:
Table 1
Annual Cost of Capital and Income Tax Benefits
(with OAG adjustment to reflect the claimed effect
of a FERC 10.97% ROE on power costs)
(% million)

Long-Term Benefit Analysis IPL costs|SMEC costs
Net Rate Base $82.5

Acquisition Cost (Assets + Premium + SMEC Transaction Costs)** $122.1
x Cost of Capital (@ 10.35% ROE for IPL) 7.98% 3.38%
= pretax cost $6.6 $4.1
x Income Tax Effect (Federal + State) 1.71 1.0
x TIER N/A 1.5
= After tax cost S11.2 $6.2
Annual Financing Benefit Including Full Acquisition Cost $5.0
Annual Effect of Adjustment to FERC ROE (10.97% to 9.8%) -$1.1
Annual Net Benefit of the Transaction | $3.9

The OAG also recommended that the analysis reflect a potential reduction of IPL's ROE
to 9.80% when comparing future retail rates with and without the Transaction. As shown below,

substantial annual benefits remain even when this additional OAG’s recommendation is made.



Specifically, this recommended adjustment reduces the annual net benefit of the Transaction by
only $300,000 per year to $3.6 million, as shown in Table 2 below:

Table 2
Annual Cost of Capital and Income Tax Benefits
(with OAG adjustment to reflect the claimed effect of a FERC 10.97% ROE
and IPL Retail ROE of 9.80%)

(% million)

Long-Term Benefit Analysis IPL costs|SMEC costs
Net Rate Base $82.5

Acquisition Cost (Assets + Premium + SMEC Transaction Costs)** $122.1
x Cost of Capital (@ 9.8% ROE for IPL) 7.71% 3.38%
= pretax cost $6.4 $4.1
x Income Tax Effect (Federal + State) 1.71 1.0
x TIER N/A 15
= After tax cost $10.8 $6.2
Annual Financing Benefit Including Full Acquisition Cost $4.7
Annual Effect of Adjustment to FERC ROE (10.97% to 9.8%) -$1.1
Annual Net Benefit of the Transaction | $3.6

This calculation also reflects the OAG’s proposed adjustment concerning calculation of power
costs, the costs of the full $122.1 million purchase price, and a lower assumed 9.80% ROE for
IPL.° Notably, there are substantial long-term benefits even after all of the OAG’s
recommended adjustments to costs are reflected.™

Because the effects of the Transaction will remain ongoing with no set time limit, the
analysis and these annual benefits should be reflected over a much longer period than the first
three years following the Transaction. Looking at the longer-run effects and the net present
value of those effects shows very substantial customer savings (even with adjustments

recommended by the OAG), as shown in the following Table 3:

® Attachment 2 shows the calculation of the 7.71% overall cost of capital for IP, reflecting a
9.80% ROE.

1 This analysis fairly reflects that fact that: (1) there is no basis to conclude that SMEC O&M
costs will increase beyond the IPL O&M costs; and (2) there is no basis to conclude that there
will be any significant differences in transmission and fuel costs since these 3™ party costs will
be the same for both IPL and SMEC.



Table 3
Estimated Customer Benefits
(including OAG adjustments to IPL ROE and claimed power cost effects)

($ millions)
Estimated Benefits Claimed Net
(before power differences in Customer
costs) power costs** Benefits
Year 1* $2.0 (50.7) S1.3
Year 2* $5.2 (50.7) $4.5
Year 3* $6.8 (50.9) S5.9
Year 4 $4.7 (51.1) $3.6
Year 5 S4.7 (s1.1) S3.6
Year 6 $4.7 (51.1) $3.6
Year 7 S4.7 (s1.1) S3.6
Year 8 $4.7 (51.1) $3.6
Year 9 S4.7 (s1.1) S3.6
Year 10 $4.7 (51.1) $3.6
Net Present Value $30.9 (56.5) $24.4

*Source: DOC October 6 Reply Comments, page 12, Table 4:
**9.80% ROE to 10.97% ROE

The annual net benefits in Table 3 for years 1 through 3 reflect the analysis presented by
the Department in its Reply Comments, adjusted to reflect the effects of the FERC 10.97% ROE
recommended by the OAG. The annual net benefits for years 4 through 10 reflect the analysis
presented in Table 2, which also reflects both and adjustment for the FERC 10.97% ROE and a
9.80% ROE for IPL.

As shown in Table 3, the net present value to customers over 10 years is approximately
$24.4 million. The net present value of $3.6 million in annual savings in years 4 through 10
alone (approximately $14.7 million)™* is more than sufficient to ensure the Transaction is
consistent with the public interest even if there were no benefits in the short-run analysis of

years 1-3. The facts are quite simple and straightforward — a 4.33% lower cost of financing on

' The calculation of the Net Present Value of the cost benefits in years 4-10 is provided on
Attachment 3 to these Reply Comments.



$122 million in assets when combined with tax exemption provides clear savings that will result
in benefits to customers, and the longer the time horizon the greater the benefits to be realized.
In addition, even a 10-year analysis understates the actual benefit to customers. The
effect of the Transaction will be permanent; the cost of capital and tax exemption advantages of
SMEC and the SMEC Member Cooperatives will extend for 25 years or more. The net present
value of the SMEC Member Cooperatives’ low cost of capital and exemption from income taxes
as represented in this transaction over 25-years would be approximately $42.9 million.*
Accordingly, it is clear that the Transaction provides substantial customer benefits that are not

affected even if there were to be some short-run added customer costs, which there are not.

2. The OAG’s criticisms of the Department’s short run analysis are misplaced.

The OAG’s criticisms of the Department’'s short-run analysis are also completely
misplaced. The OAG's position completely overlooks the fact that the majority of IPL’s annual
increases would be based solely on expenses for fuel and transmission. This makes the OAG's
assumption of a 60% recovery inaccurate and insufficient to even cover the increases in cost
since IPL’s last rate case filing. The Department analysis is based on the differences between
the expected IPL rates and the expected SMEC rates in 2015-2017 and shows a net present
value of customer benefits of $11.8 million. It also reflects lower retail revenues resulting from
IPL rate increases than were assumed by Petitioners. Despite those lower retail revenue
projections, the Department still showed net short-term benefits. The cumulative differences
between the IPL and Department estimates of IPL’s rates are approximately $13.1 million as

shown on Table 4 below:

12 5ee calculation on Attachment 4.



Table 4

Differences between IPL and Department revenue estimates

($ millions)
2014 2015 2016 2017 Total
IPL Revenue Estimate $80.5 | $88.2 $92.4 $100.2 $361.3
Department Revenue Estimate $78.5 |$83.4 $90.3 $96.3 $348.2
Difference (IPL Customer Benefit) | $2.0 $4.8 $2.4 $3.9 $13.1

As a result, there is no support for the OAG’s criticisms of the Department’s analysis.

3. The OAG’s claims that the purchase price is excessive and the Wholesale Power
Agreement terms are unreasonable are baseless and do not support any
adjustment.

The OAG claims that the purchase price under the Asset Purchase Agreement is
excessive and should be reduced.”® The OAG also asserts that the terms of the Wholesale
Power Agreement are unreasonable.* Both claims are without merit and inconsistent with past
asset transfer cases™ because (1) there is a significant net customer benefit after recovery of
the entire purchase price and (2) the customers will become owners of the transferred assets
(as a result of cooperative membership).

First, the significant overall net customer benefits ($24.4 million after 10 years) are
explained above. The existence of those benefits meets the Commission’s criteria for recovery
of the entire purchase price, as explained in Petitioners’ November 10 Comments:

In Midwest Gas, the Commission allowed recovery of the premium that “equals

savings ... due to the acquisition” and “to the extent that is it able to demonstrate

that the acquisition provides comparable benefits to ratepayers ... that ... would

not have been realized absent the acquisition.”®

Thus, the Transaction, including the costs related to the Wholesale Power Agreement, meets

the Commission’s standards without further adjustment.

3 OAG November 10 Comments at 8-9.

* OAG November 10 Comments at 7-8.

* E.g., In the Matter of the Application of Midwest Gas, a Division of lowa Public Service
Company, for Authority to Change Its Schedule of Gas Rates for Retail Customers within the
State of Minnesota, Docket No. G010/GR-90-678, Findings of Fact, Conclusions of Law, and
Order at 8, 13 (July 12, 1991) [hereinafter Midwest Gas Order].

1% petitioners’ November 10 Comments at 29-30 (citing Midwest Gas Order at 7-8).
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In addition, unlike prior asset transfers that the Commission has reviewed, customers
will obtain the added benefit of ownership of the assets (through cooperative membership) as a
result of the Transaction.”” This provides further support for the Transaction and a further basis
to reject the OAG recommendation to reduce the purchase price.

Finally, the OAG asserts that “It is unclear whether the WPA is reasonable for IPL’s
existing ratepayers, although the evidence suggests that it likely is not.” The OAG’s assertion
misses the fact that the pricing of the proposed Wholesale Power Agreement is based on an
average embedded cost revenue requirement, which is very similar to the methodology used by
the Commission in the determination of retail rates. Further, the Wholesale Power Agreement is
an integral component of the overall Transaction, and it is essential to the Transaction that IPL
continue to provide power supply as provided in the Wholesale Power Agreement.’® It is
unreasonable for the OAG to attempt to capture the significant benefits associated with the
Transaction while arbitrarily altering or discarding elements of the Wholesale Power Agreement
and making assumptions on market power prices. The Wholesale Power Agreement and the
underlying pricing of the embedded cost RES-5 tariff, both individually and as a broader part of

the Transaction, is reasonable and should be adopted.

4. Additional customer credits and benefits are not needed to support the
Transaction.

The Department has requested the Commission establish a credit to protect IPL’'s
current ratepayers from significant deviations in the forecasted costs during the Initial Three-
Year Period:

the Department recommends that the Commission condition the sale to require

that SMEC provide actual weather normalized annual revenue requirements for

IPL's former service territory annually for the first three years following the

proposed transaction’s effective date; and provide a bill credit to IPL’s former
ratepayers if the actual weather normalized annual revenue requirement in any

17 petitioners’ November 10 Comments at 36-37.
18 See Petitioners’ September 4 Comments at Attachment B, OAG IR Nos. 1, 14.
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year exceeds the forecasted annual revenue requirement by more than 2
percent.®

Petitioners acknowledge the Department's goal of providing customer benefits and
protections -- significant customer benefits and protections have already been built into the
Transaction (including an automatic $2 per MWh credit). Further, as explained above, the
scope of the longer-run benefits resulting from the Transaction will completely outweigh any
short-run risks or even short-run added costs.

The Transaction reflects an appropriate approach to the two functions of electric service:
(1) distribution; and (2) power supply (including transmission). Distribution costs have been fixed
at the levels recovered in IPL current approved rates for the first three years following the
closing, and thereafter will benefit from the substantially lower costs of capital and exemption
from income taxes available to SMEC and the SMEC Member Cooperatives. Because the
Cooperatives are committing to use IPL’s existing rates, with modifications as described in the
Petition, any increases in distribution costs during the 3-year Initial Period from the projections
will inherently be absorbed by the Cooperatives, and not by the former IPL customers.

As to power supply (including transmission), the costs of power supply at retail and at
wholesale are based on the same underlying owners and assets as well as similar ratemaking
methodologies. As a result, the power supply cost projections if IPL were to continue to operate
at retail are in line with the cost for wholesale power supply cost for SMEC, which will continue
whether annual power supply costs increase or decrease.

As a result, the addition of possible customer bill credits for deviation from the cost
projections during the Initial Three-Year Period proposed by the Department is wholly
unnecessary to support a finding that the Transaction is consistent with the public interest.

Specifically, as shown above, customers will obtain a net benefit of approximately $24.4 million

19 Department November 10 Supplemental Reply Comments at 4.
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(net present value) over the initial 10 years following closing. The Petitioners submit that this
benefit more than justifies any impacts within the Initial Three-Year Period.

If an additional mechanism is to be considered for the first three years after closing (as
proposed by the Department), it is essential that the mechanism be clear, verifiable, and
unambiguous. There are several features of the Department’'s recommendation that do not
meet these criteria and would be likely to cause confusion and uncertainty if implemented. For
example, the Department proposed to base the mechanism on a “weather normalized revenue
requirement.” This is not possible because the distribution component of the SMEC rates for the
3-year Initial Period is not based on a “revenue requirement”; it is based on IPL’s current rates,
subject to a $2/MWh credit. As a result, the SMEC Member Cooperatives will receive whatever
revenues these rates generate.

It should also be understood that the Department’s proposal (a mechanism based on a
“revenue requirement”) is under-defined and would require Commission determinations of
multiple factors (including costs, sales, and allocations (between retail and wholesale power
jurisdictions). All of these factors are complex and could lead to future ambiguity and
uncertainty throughout the first three years after closing of the Transaction. Therefore,
Petitioners suggest that any further customer protections — protections that Petitioners do not
believe are needed to find the Transaction in the public interest — would require significantly
more definition.

While the Petitioners have demonstrated that the long-run benefits of the Transaction
make the proposed sale consistent with the public interest without consideration of short run
benefits or even if there were short run detriments, Petitioners also intend to review all
comments submitted to the Commission to determine if there may be other means to address

remaining concerns

12



5. The Transaction properly treats other topics raised in November 10 Comments.

a. Integrated Resource Plans

The Department recommends that SMEC be the sole responsible entity for filing
Integrated Resource Plans (IRPs) with the Commission.?® However, as the Petitioners have
previously discussed, the statutory obligation to file IRPs in connection with this transaction
resides with IPL, not SMEC.?*

Following the closing, IPL will no longer qualify as a “public utility” under Minn. Stat.
§ 216B.02, subd. 4. However, the requirement to file IRPs, however, is not limited to “public
utilities.” Rather, a broader class of utilities is also required to file IRPs under Minn. Stat. §
216B.2422, subd. 1(b), which states as follows:

“(b) ‘Utility’ means an entity with the capability of generating 100,000 kilowatts or

more of electric power and serving, either directly or indirectly, the needs of
10,000 retail customers in Minnesota.” (Emphasis added.)

IPL meets this definition because it has generating capability of more than 100,000 kilowatts,
and it will continue to serve the wholesale electric power needs of approximately 43,500 retalil
customers in Minnesota “indirectly” through SMEC and the SMEC Member Cooperatives.
Direct retail service is not required to meet the definition of a “utility” for filing an IRP.

The application of the IRP filing requirement to entities other than public utilities is
confirmed by Minn. Stat. 8§ 216B.2422, subd. 2, which reads in part:

“The commission shall approve, reject, or modify the plan of a public utility as

defined in section 216B.02, subdivision 4, consistent with the public interests. In

the resource plan proceedings of all other utilities, the commission’s order shall

be advisory, and the orders findings and conclusions shall constitute prima facie

evidence which may be rebutted by substantial evidence in other proceedings.”
(Emphasis added.)

2 Department November 10 Supplemental Reply Comments at 7, 9.
%l See, e.g., Petitioners’ September 4 Comments at 26-27; Petitioners’ November 10 Comments
at 23-25.
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The focal point of IRP filings are generation facilities. SMEC will not own, operate, or
control generation facilities, nor will it have the information necessary to submit an IRP. Thus,
for both statutory and practical reasons, IPL must file the IRPs and has committed to doing so.

b. Renewable Energy Standards

The Department recommends that SMEC be the sole entity responsible for assuring that
the SMEC Member Cooperatives meet their Renewable Energy Standards (RES) obligations.*
The Department also requested clarification on how SMEC would report the relevant
information.*®

SMEC will be responsible for meeting the SMEC Member Cooperatives’ obligations
under the RES.?* IPL will perform the MRETS reporting function with respect to SMEC’s share
of renewables obtained from IPL under the Wholesale Power Agreement. As to how that
information will be reported, Section 19 of the Wholesale Power Agreement provides that IPL
will give SMEC the necessary information to comply with the RES obligations. SMEC in turn will
include that information in its RES filings with the Commission.

c. Reliability Information

The Department recommended that SMEC provide reliability information to the
Commission in IPL’s former service territory annually for a period of five (5) years after the
closing of the transaction.®® SMEC will undertake that responsibility, which information will
include SAIDI, SAIFI, and CAIDI indexes, major service interruptions, and related outage data

as described in Joint Petitioners’ November 10, 2014 Initial Comments.?®

2 Department November 10 Supplemental Reply Comments at 7, 9.

% Department November 10 Supplemental Reply Comments at 7.

2 petitioners’ September 4 Comments at 27-28; Petitioners’ November 10 Comments at 25-27.
% Department November 10 Supplemental Reply Comments at 9.

% petitioners’ November 10 Comments at 15-16.
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d. Rate Design

The Petitioners would like to clarify the Commission’s oversight of the rate design in the
former IPL service territories after the Transaction is closed.?’ SMEC’s Rate Plan provides that
during the Three-Year Initial Plan, the SMEC Member Cooperatives will each prepare an
industry recognized Class Cost of Service Study (CCOSS) for the Legacy Area, the Acquired
Area, and the Combined Area. Each Cooperative will utilize the results of these CCOSS along
with other traditional cooperative rate design objectives (e.g., rate stability, avoidance of
unacceptably abrupt changes, appropriate price signals, encouragement of energy and capacity
efficiency, customer acceptance) to design the individual rates in each area. Further, during the
Two-Year Transition Period following the Three-Year Initial Plan, rates cannot be merged
between the Legacy Area and the Acquired Area unless they are within 5% of each other. In
addition, no rate can be increased by more than 5% to accomplish a rate merger. The actual
rate design decisions, however, will be made by the Board of Directors of each SMEC Member

Cooperative.

6. Conclusion

For the reasons set forth above, and as the record fully shows, the Transaction is fully
consistent with the public interest within the meaning of Minn. Stat. § 216B.50, and the
Transaction should be approved without further conditions or modifications. Petitioners also
intend to review all comments determine if there may be other means to address remaining

concerns.

%" See Department November 10 Supplemental Reply Comments at 8 (“The Commission will
also continue to have limited oversight regarding rate design for the rates charged in the former
IPL service territories for five years if the transaction is approved.”).
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Dated: December 8, 2014

Respectfully submitted,

INTERSTATE POWER AND LIGHT
COMPANY

By: /s/ Samantha C. Norris
Samantha C. Norris
Senior Attorney

INTERSTATE POWER AND LIGHT
COMPANY

P.O. Box 351

Cedar Rapids, IA 52406
Telephone: (319) 786-4236

Richard J. Johnson
Valerie M. Means

MOSS & BARNETT

A Professional Association
4800 Wells Fargo Center
Minneapolis, MN 55402-4129
Telephone: (612) 877-5000

Attorneys on Behalf of Interstate Power

and Light Company

SOUTHERN MINNESOTA ENERGY
COOPERATIVE

By: /s/ Harold P. LeVander, Jr.
Harold P. LeVander, Jr.

FELHABER LARSON FENLON & VOGT PA
444 Cedar Street, Suite 2100

St. Paul, MN 55101

Telephone: (651) 222-6321

Attorney for Southern Minnesota Energy
Cooperative
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Attachment 1

DOC Information Request No. 57

Reference: Page 2 of Attachment C of IPL and SMEC’'s Response to
Commission’s additional questions issued on July, 14, 2014 submitted on
August 1, 2014.

a. In Entry #116 — Record gain on asset sale IPL identifies a gain
of $8,555,000.

I Please explain in detail the basis for this gain.
RESPONSE:

The purchase price (with the acquisition premium, including gain) and the ratio
of the purchase price to the net book value of the assets (the multiple) were the
result of arms-length negotiations between IPL and representatives of SMEC and
the SMEC Member Cooperatives. The sale was the result of a private negotiation
initiated by representatives of the SMEC Member Cooperatives and did not reflect
a request for proposals or other effort by IPL to obtain multiple proposals for
consideration.

The multiple to net book value was determined to be reasonable and
consistent with the range of multiples to net book value of publicly announced
electric distribution asset sales of similar nature and size that had recently occurred
as the Transaction was being negotiated by and between IPL and SMEC and SMEC
Member Cooperatives.

The purchase price (including the gain and acquisition premium, including
costs incurred by the SMEC Member Cooperatives in connection with the

Transaction) also represents an amount that the SMEC Member Cooperatives’



determined to be reasonable in relation to the benefits that are expected to accrue
over time.

The Transaction will provide clear and substantial benefits to customers
that more than offset the acquisition premium to be recovered, with the result being
that the acquisition premium is more than fully offset by cost savings. Among the
benefits that are expected to accrue are expected cost benefits as a result of: (1) the
SMEC Member Cooperative’s substantially lower cost of capital in relation to IPL’s
cost of capital; and (2) the income tax exemption of the SMEC Member
Cooperatives, which further reduces the costs that will accrue to customers and
provides a further relative advantage in relation to the costs of continued operation
by IPL. These cost advantages apply to the distribution assets that are to be
transferred from IPL to the SMEC Member Cooperatives. An approximation of the

annual benefit resulting from the lower cost of capital is as follows:



Transaction / Customer Benefit Analysis
S In Millions

Initial 3-year period

IPL costs |SMEC costs

Gross Plant $175.5
Accumulated Depreciation -§70.3

Net Plant Value $105.2
Accumulated Deferred Taxes & Other Rate Base Adjustments* -822.7

Net Rate Base $82.5

Acquisition Cost (Assets + Premium + SMEC Transaction Costs)** $122.1
x Cost of Capital 7.98% 1.57%
= pretax cost $6.6 $1.9
x Income Tax Effect (Federal + State) 1.71 1.0
x TIER N/A 1.5
= After tax cost $11.2 $2.9
Benefit $8.4
Long-Term IPL costs |SMEC costs
Net Rate Base $82.5

Acquisition Cost (Assets + Premium + SMEC Transaction Costs)* $122.1
x Cost of Capital 7.98% 3.38%
= pretax cost $6.6 $4.1
x Income Tax Effect (Federal + State) 1.71 1.0
x TIER N/A 1.5
= After tax cost S11.2 $6.2
Benefit $5.0
Customer Benefit

Annual Benefit Years 1- 3 $8.4

Annual Benefit Year4-10 S5.0

Net Present Value (NPV) at 8% discount rate $42.4
Acquisition Price over Net Book Value $16.9
Benefitto Cost Ratio 2.5

* Proxy estimate for Accumulated Deffered Income Taxes associated with the assets being sold

** Excluding working capital adjustments ($8.8 Debi, $5.2 Credit)




While further refinements could be made to these calculations, these
calculations show that the Transaction will provide a substantial benefit in the form of
a reduced cost of service after recovery of the acquisition premium.

The net benefits provided by the Transaction are also reflected in the
anticipated cost savings discussed on pages 36-38 of the Joint Petition. Further,
cooperative members have the added protection of cooperative membership, which
includes obtaining an allocated ownership interest in margins resulting from rates

paid and in some cases credits based on those margins.



Attachment 2

The calculation of the 7.71% Cost of Capital shown below is based on an ROE of 9.80% is
shown below using the information provided in Attachment J, Schedule E to the Petition:

@ (b) © (d) (e) ®
Year Adjusted Adjusted Adjusted Avg. Adjusted
Line End Adjustments to Capitalization  Cost of Money by Average Cost
No. Principal (1) Principal (2) Principal Ratios Components (2) of Capital
" 1 Long-term debt $ 1,389,927,970 189,575,501 $ 1,579,503,471 44.705% 5.685% (3) 2.541%
" 2 Preferred Stock 183,056,250 11,545,326 194,601,576 5.508% 5.241% (4) 0.289%
" 3 Common equity 1,593,334,744 165,696,999 1,759,031,743 49.787% 9.800% 4.879%
- Total $ 3,166,318964 $ 366,817,826 $ 3,533,136,790 100.000% 7.709%
(1): Reflects 13-MA for December 31, 2013
(2) Adjustments to reflect 13-MA for December 31, 2014




Attachment 3

Calculation of net present value of the Net Customer Benefits in years 4-10 following the closing
of the Transaction.

Estimated

Benefits Claimed
(before power differencesin Net Customer
costs) power costs** Benefits
Year 1* $0.0 $0.0 $0.0
Year 2* $0.0 $0.0 $0.0
Year 3* S0.0 $0.0 $0.0
Year 4 $4.7 ($1.1) $3.6
Year5 S4.7 (S1.1) S3.6
Year6 $4.7 ($1.1) $3.6
Year7 $4.7 ($1.1) $3.6
Year 8 S4.7 (S1.1) S3.6
Year9 $4.7 ($1.1) $3.6
Year 10 $4.7 ($1.1) $3.6
Net Present Value 5$19.2 (54.5) s14.7

* Source: DOC October 6 Reply Comments, page 12, Table 4
** 9,80% ROE to 10.97% ROE



Attachment 4

Calculation of net present value of the Net Customer Benefits over 25 years following the
closing of the Transaction.

Estimated

Benefits Claimed
(before power differencesin Net Customer
costs) power costs** Benefits
Year 1* S2.0 ($0.7) $1.3
Year 2* $5.2 ($0.7) $4.5
Year 3* $6.8 ($0.9) $5.9
Year 4 S4.7 (S1.1) $3.6
Year5 $4.7 ($1.1) $3.6
Year 6 $4.7 ($1.1) $3.6
Year7 $4.7 ($1.1) $3.6
Year 8 $4.7 ($1.1) $3.6
Year9 $4.7 ($1.1) $3.6
Year 10 $4.7 ($1.1) $3.6
Year 11 $4.7 $0.0 $4.7
Year 12 S4.7 $0.0 S4.7
Year 13 $4.7 $0.0 $4.7
Year 14 $4.7 $0.0 $4.7
Year 15 $4.7 $0.0 s4.7
Year 16 S4.7 $0.0 $4.7
Year 17 $4.7 $0.0 $4.7
Year 18 s4.7 $0.0 s4.7
Year 19 $4.7 $0.0 $4.7
Year 20 $4.7 $0.0 $4.7
Year 21 $4.7 $0.0 $4.7
Year 22 $4.7 $0.0 $4.7
Year 23 $4.7 S0.0 $4.7
Year 24 $4.7 S0.0 S4.7
Year 25 $4.7 $0.0 $4.7
Net Present Value $49.4 (86.5) 542.9

* Source: DOC October 6 Reply Comments, page 12, Table 4
**9.80% ROE to 10.97% ROE
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