
 
 
Alliant Energy Corporate Services, Inc. 
Legal Department 
319-786-4236 – Phone 
319-786-4533 – Fax 
 
Samantha C. Norris 
Senior Attorney 
 
December 22, 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. E001, 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, 
 
 
/s/ Samantha C. Norris  
Samantha C. Norris 
Senior Attorney 
 
SCN/kcb 
Enclosures  
 
cc:  Service List  

Interstate Power and Light Co. 
An Alliant Energy Company 
 
Alliant Tower 
200 First Street SE 
P.O. Box 351 
Cedar Rapids, IA 52406-0351 
 
Office: 1.800.822.4348 
www.alliantenergy.com 
 



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 22nd 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, Iowa. 
       
        
      __/s/ Kathleen C. Balvanz  ____     
 Kathleen C. Balvanz 
 
Subscribed and Sworn to Before Me  
this 22nd day of December, 2014. 
 
 
___/s/ Kathleen J. Faine_________ 
Kathleen J. Faine 
Notary Public 
My Commission Expires on February 20, 2015 
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REPLY COMMENTS OF INTERSTATE POWER AND LIGHT COMPANY  

AND SOUTHERN MINNESOTA ENERGY COOPERATIVE  
 

The following Reply Comments are submitted to the Minnesota Public Utilities 

Commission (Commission) by Interstate Power and Light Company (IPL) and Southern 

Minnesota Energy Cooperative (SMEC) (collectively Petitioners) in response to the 

Additional Supplemental Reply Comments of the Department of Commerce, Division of 

Energy Resources (Department), the Reply Comments of the Office of Attorney General 

- Antitrust and Utilities Division (OAG) and the Reply Comments of the Minnesota 

Chamber of Commerce (Chamber), all submitted on December 8, 2014.   

The Petitioners and the Department have demonstrated the Transaction is 

consistent with the public interest and results in significant overall customer benefits 

using the Commission’s recognized approach:   

In determining whether a transaction [under Minn. Stat. § 216B.50] is in 
the public interest, no single factor is determinative; the overall benefits of 
the sale should exceed the overall detriments.1  

1 In the Matter of Minnesota Power’s Petition to Purchase Square Butte Cooperative’s 
Transmission Assets and for Restructuring Power Purchase Agreements from Milton R. Young 
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The OAG and Chamber reach a different conclusion, but only by focusing on individual 

elements in isolation while ignoring the overall impact of the Transaction, contrary to the 

Commission’s recognized approach. 

Petitioners’ December 8 Reply Comments clearly show the Transaction will 

provide very substantial long-term benefits.  Specifically, SMEC and the SMEC Member 

Cooperatives will have costs that are approximately $4.7 million per year lower than IPL 

as a result of their much lower cost of capital and exemption from income taxes.2  The 

net present value to customers of those advantages over the first 10 years is 

approximately $30.9 million (and $24.4 million, even after reflecting ratemaking 

adjustments proposed by the OAG).3   

Table 1 
Estimated Customer Benefits  

(including OAG adjustments to IPL ROE and claimed power cost effects) 
($ millions) 

   

Estimated Benefits 
(before power costs) 

 

Claimed differences 
in power costs** 

 

Net  Customer 
Benefits 

 
Year 1* 

 
$2.0 

 
($0.7) 

 
$1.3 

 
Year 2* 

 
$5.2 

 
($0.7) 

 
$4.5 

 
Year 3* 

 
$6.8 

 
($0.9) 

 
$5.9 

 
Year 4 

 
$4.7 

 
($1.1) 

 
$3.6 

 
Year 5 

 
$4.7 

 
($1.1) 

 
$3.6 

 
Year 6 

 
$4.7 

 
($1.1) 

 
$3.6 

 
Year 7 

 
$4.7 

 
($1.1) 

 
$3.6 

 
Year 8 

 
$4.7 

 
($1.1) 

 
$3.6 

 
Year 9 

 
$4.7 

 
($1.1) 

 
$3.6 

 
Year 10 

 
$4.7 

 
($1.1) 

 
$3.6 

Net Present Value $30.9 
 

($6.5) 
 

$24.4 
*Source: DOC October 6 Reply Comments, page 12, Table 4:  
** 9.80% ROE to 10.97% ROE 

  

Unit 2 Generating Station, Docket No. E015/PA-09-526, Findings of Fact, Conclusions and 
Recommendation at ¶ 9 (Oct. 27, 2009), accepted and adopted with modifications by Order 
Granting Petition with Conditions at 4 (Dec. 21, 2009).  
2 Petitioners’ December 8 Reply Comments at 6. 
3 Id. at 7  
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The net present value of benefits increases to approximately $42.9 million over 25 

years.4  These substantial long-term benefits are concrete and quantifiable, and result 

from the indisputable and permanent cost of capital and tax advantages available to 

SMEC and the SMEC Member Cooperatives. 

The Chamber and OAG ignore the overall impact of the Transaction and attempt 

to re-write the agreement negotiated by IPL and SMEC by adding extreme conditions 

that would seize even more benefits at the expense of the buyer and seller.  That 

approach is contrary to Minn. Stat. § 216B.50, which does not require a showing of 

affirmative benefits: 

The statute [Minn. Stat. § 216B.50] does not require that the proposed 
merger affirmatively benefit ratepayers or the public, or otherwise promote 
the public interest. The merger may not contravene the public interest, 
however, and must be shown to be compatible with it.5 
 

The benefits to customers resulting from the availability to SMEC and the SMEC 

Member Cooperatives of much lower cost capital and exemption from income taxes 

provide the economic foundation for the Transaction, including the purchase price.  

These benefits are not the result of rates paid by customers and would not have been 

available if IPL had sold to a typical investor owned utility buyer.  Attempts by the 

Chamber and OAG to seize even more benefits by adjusting a price that is not 

attributable to rates paid by customers are contrary to Minnesota law.6   

4 See Schedule 1.  
5 In the Matter of a Request for Approval of the Acquisition of the Stock of Natrogas, 
Incorporated, a Merger of Northern States Power Company and Western Gas Utilities, Inc, and 
Related Affiliated Interest Agreements, Docket No. G002/PA-99-1268, Order Approving Merger 
Subject to Conditions at 3 (Jan. 10, 2000). 
6 Minnegasco v. Minn. Pub. Util. Comm’n, 549 N.W.2d 904, 909 (Minn. 1996) (“The simple act 
of purchasing a product or service from a business does not mean that the consumer becomes 
an owner of any of the business' assets.”). 
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 Finally, the Chamber’s and OAG’s extreme recommendations would require IPL 

and SMEC to re-assess the Transaction.  If the Petitioners were not able to complete 

the Transaction due to the conditions requested by the Chamber and OAG, either:  

(1) IPL would retain ownership of the Minnesota electric distribution assets and file 
the rate cases needed to earn a reasonable return (and recover the added 
costs of operation - including transmission - and the costs of presenting those 
rate cases); or  

(2) IPL would file a rate case in the near term and seek a more typical IOU buyer 
(which would be subject to rate regulation, but with cost of capital that 
significantly exceeds that of SMEC and its Member Cooperatives and would 
not necessarily have the operational benefits of contiguous service areas). 

 
The Petitioners believe the Transaction provides benefits that are far better than either 

of these outcomes and request the Commission approve the Transaction without the 

Chamber’s or OAG’s conditions. 

I. REPLY TO THE CHAMBER 

As more fully explained below, the Chamber, like the OAG, fails to acknowledge 

the significant overall benefits associated with the Transaction.  The Chamber’s 

fragmented and flawed analysis is inappropriate and its recommendations should be 

rejected.     

A. The Chamber’s failure to consider the overall benefits of the 
transaction is inconsistent with Minn. Stat. § 216B.50. 

 The Chamber broadly asserts its proposed conditions are necessary to find the 

Transaction in the public interest.7  Yet, at no point in its Reply Comments does the 

Chamber actually address the overall benefits identified by both the Petitioners and the 

Department, much less raise any serious question regarding the overall benefits of the  

 

7 Chamber December 8 Reply Comments at 2. 
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Transaction.  As a result, the Chamber has misapplied the standard set forth in Minn. 

Stat. § 216B.50.   

Instead of applying the correct standard, the Chamber relies on generalities and 

comparisons to materially distinguishable cases in which the Commission found it 

necessary to impose conditions to meet the public interest threshold.  The Chamber’s 

failure to recognize the substantial long-term benefits of the Transaction eliminates any 

support for its recommendations.  Accordingly, the Commission should completely 

reject the Chamber’s recommendations. 

B. There is no basis to seize any of IPL’s gain from the sale or to deny 
SMEC recovery of any part of the acquisition premium. 

 The Chamber misstates the applicable standard related to gains on sale and 

acquisition premiums.  The Chamber cites two cases, Aquila and ITC in support of its 

recommendations to deny IPL the gain on sale and to deny SMEC recovery of the full 

purchase price.8  Neither case supports the Chamber’s position because neither case 

involved facts showing substantial, long-run cost reductions in the absence of any 

further conditions.   

1. The Transaction provides substantial customer benefits 
without seizing any of the gain on sale from IPL.   

The Chamber relies on ITC to argue that IPL’s gain on sale should be seized by 

reducing the purchase price negotiated by SMEC and IPL.  This gain on sale reflects a 

price which has already been shown by Petitioners to be fair and reasonable and fully 

consistent with the standards of Minn. Stat. § 216B.50.9  Specifically, even after paying 

for the entire purchase price (including all of the IPL gain), there are very substantial 

8 See Id. at 7. 
9 See, e.g., Petitioners’ December 8 Reply Comments at 2-8.  
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benefits to customers.  Thus, ITC does not support the Chamber’s claim to any of the 

IPL gain, because the Transaction is consistent with the public interest without any 

adjustment.  

 In ITC, the record shows that the public interest determination was a very close 

call.10  As a result, IPL had to offer a number of adjustments and conditions, including 

an offer to return the gain on sale, for the transaction to meet the public interest 

standard.11  While the Commission made no affirmative finding regarding the gain on 

sale in ITC,12 the Commission subsequently required IPL to credit the ITC gain on sale 

back to customers in order to fulfill commitments made by IPL during the ITC case.13  

Simply stated, ITC does not support the Chamber position because this Transaction, 

unlike the ITC sale, presents very substantial and indisputable customer benefits 

without the return of the gain on sale.   

 In addition to being unsupported by ITC, the Chamber’s recommendation violates 

the standards of Minnegasco v. Minnesota Public Utilities Commission.  In Minnegasco, 

the Minnesota Supreme Court held that customers are not entitled to revenues from 

assets for which the customers had not paid.14  As noted in the Petitioner’s November 

10 See In the Matter of the Joint Petition for Approval of the Transfer of Transmission Assets of 
Interstate Power and Light Company and ITC Midwest LLC, Docket No. E001/PA-07-540, Order 
Approving Transfer of Transmission Assets, with Conditions at 3, 19 (Feb. 7, 2008) (noting that 
the Administrative Law Judge concluded the petitioners failed to show by a preponderance of 
the evidence that the proposed ITC transaction was in the public interest and that commitments, 
assurances and representations during oral argument were vital to the Commission’s ultimate 
finding that the transaction, as conditioned, was consistent with the public interest). 
11 Id. at 27.  
12 Id. at 6, note 22. 
13 In the Matter of the Application of Interstate Power and Light Company for Authority to 
Increase Rates for Electric Service in Minnesota, Docket No. E001/GR-10-276, Findings of 
Fact, Conclusions and Order at 17-18 (Aug. 12, 2011). 
14 Minnegasco, 549 N.W.2d at 909 (holding good will is not a cost of furnishing utility service 
and that the Commission does not have the authority to impute revenue for the value of good 
will used but not paid for by an affiliate). 

 6 

                                                



10 Comments,15 IPL’s gain is not the result of an increase in the underlying value of the 

assets being sold to SMEC.  Rather, the gain results from the far lower cost of capital 

and exemption from income tax available to SMEC and the SMEC Member 

Cooperatives that enable them to successfully operate the assets and provide 

substantial benefits to customers, even after payment of the full purchase price, 

including IPL’s gain and their own transaction costs.16  The advantages of a much lower 

cost of capital and exemption from income tax were created by Federal financial and tax 

policy, not as a result of the payment of rates by IPL’s customers.17   

In Minnegasco, the Minnesota Supreme Court held that ratepayers were not 

entitled to the good will reflected in the utility’s name because they had not paid for 

creation of that asset:   

The simple act of purchasing a product or service from a business does 
not mean that the consumer becomes an owner of any of the business' 
assets. (Citation omitted) Nor does it mean that the consumer bears the 
cost of creating good will. The relationship between the ratepayer, as a 
consumer, and the gas utility, as a business, does not change just 
because the gas utility provides regulated utility services. The ratepayer 
remains a consumer and the assets remain the property of the utility.18 
 

Here it is obvious that ratepayers’ payments did not create the availability of low cost 

capital and the exemption from income taxes that enable SMEC and the SMEC Member 

Cooperatives to operate the assets, provide customer benefits, and pay for IPL’s gain 

and their transaction costs.  Thus, transferring the gain to customers would violate the 

standards of Minnegasco. 

15 Petitioners’ November 10 Comments at 11, 30, 42. 
16 Id.  See also Petitioners’ December 8 Reply Comments at 5-6. 
17 Petitioners’ November 10 Comments at 11, 30, 42. 
18 Minnegasco, 549 N.W.2d at 909. 
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In addition, the Chamber’s recommendation goes against the great majority of 

prior cases under Minn. Stat. § 216B.50, other than ITC, which involved very different 

facts as explained above.  There is no lawful basis to renegotiate the bargain between 

IPL and SMEC by seizing IPL’s gain on sale when it is clearly not necessary to do so for 

the Transaction to be consistent with the public interest.  Further, attempting to do so 

would violate Minnegasco.  Accordingly, the Chamber’s recommendations should be 

rejected.   

2. The Legislature has recognized the cooperative model as an 
effective form of regulation, contrary to the Chamber’s 
position.  

The Chamber’s analysis also ignores the unique nature of the cooperative 

ownership structure.  While the Chamber recognized that customers themselves will 

ultimately own the transferred assets,19 the Chamber does not acknowledge that it is 

the same customer-owners who will receive the benefits associated with the 

cooperatives’ lower cost of capital and exemption from income taxes and are able to 

effectively regulate and control the SMEC Member Cooperatives. 20   

The Commission should not accept the Chamber’s claims because the 

Legislature has expressly rejected the Chamber’s position based on the effective 

regulation and control exerted by cooperative customer-owners, making rate regulation 

under Chapter 216B unnecessary: 

Because … cooperative electric associations are presently effectively 
regulated and controlled by the membership under the provisions of 
chapter 308A, it is deemed unnecessary to subject such utilities to 
regulation under this chapter except as specifically provided herein.21  
 

19 Chamber December 8 Reply Comments at 9. 
20 Id. at 5. 
21 Minn. Stat. § 216B.01. 
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The Chamber’s position regarding the adequacy of regulatory protection under the 

cooperative ownership structure is contrary to Minnesota law and should be rejected. 

The Chamber also fails to recognize that all cooperative members, including 

large customers, can participate in the control over the cooperative’s operations.  For 

example, a representative or employee of a large customer-member who resides in the 

service territory of the cooperative is eligible to run for the board of directors.  Seven 

SMEC Member Cooperatives have Member Advisory Committees that advise the board 

of directors on business issues, and large customers are eligible to be members of 

these committees.  The SMEC Member Cooperatives that do not have Member 

Advisory Committees have Key Account meetings that address the interests of large 

customers, and these meetings are held on a regular basis.  Two SMEC Member 

Cooperatives that have Member Advisory Committees also have Key Account 

Meetings.   

Most important, all members, including large commercial and industrial (C&I) 

members, will have direct access to SMEC Member Cooperative staff, Chief 

Executives, and Boards of Directors to present concerns of any kind, including rates.  

Cooperative Boards of Directors seriously considers the input of both small and large 

members in making decisions on all phases of cooperative operations, including rates. 

3. There is no basis to deny IPL recovery of any of the gain on 
sale because the Transaction provides substantial customer 
benefits after payment of the full price, including the gain.   

The Commission has established the conditions under which a rate regulated 

acquiring party can recover an acquisition premium from customers.  The Transaction 

meets this standard, which fully justifies IPL’s retention of the gain on sale, which is a 

part of the acquisition premium.   Specifically, the Transaction fully meets this rate 

 9 



regulation standard for recovery by of the acquisition premium, which includes both 

IPL’s gain and SMEC transaction costs.  In contrast, the Chamber’s arguments are 

based on generalities that do not conform to Commission standards. 

That standard for recovery of an acquisition premium was established in Midwest 

Gas.  Under Midwest Gas, recovery is based on the prudence of the investment, which 

in turn is measured by the quantifiable benefits accruing to ratepayers as a result of the 

transaction:   

In determining if an acquisition adjustment may be included in rate base 
and operating expenses, the Commission must look to the prudence of the 
investment. …  
 
The prudence of an acquisition is best measured by quantifiable benefits 
to ratepayers.22  

Such benefits have clearly been established in this case. 

Contrary to the Chamber’s assertions,23 it is entirely appropriate for the 

Commission to rely on long-run benefits because, as stated by the Commission, 

recovery is appropriate when the acquisition premium is “matched or exceeded by 

22 In the Matter of the Application of Midwest Gas, a Division of Iowa 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 7 
(July 12, 1991) [hereinafter Midwest Gas Order].  See also In the Matter of the Application of 
Midwest Gas, a Division of Iowa 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, 
Order Denying Petitions for Reconsideration at 5 (Sept. 30, 1991) (“In determining if an 
acquisition adjustment may be included in rate base and operating expenses, the Commission 
must look to the prudence of the investment. … As previously stated, the Commission has 
found that the prudence of an acquisition is best measured by quantifiable benefits to 
ratepayers.  Utility shareholders will be allowed to recover only that amount which the Company 
can prove equals savings ratepayers have experienced in the rate case test year due to the 
acquisition.  Only the cost which equals the benefit will be allowed and nothing more.”) 
[hereinafter Midwest Gas Recon Order]. 
23 Chamber December 8 Reply Comments at 6 (“To assert the premium is reasonable based on 
the benefits transferred over time is insufficient.”). 
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benefits to ratepayers which are quantifiable and are due to the acquisition.”24  Thus, in 

addition to improperly focusing on individual elements while ignoring the significant 

overall benefits, the Chamber misstates the applicable standard for recovery of an 

acquisition premium. 

 Also contrary to the Chamber’s argument, Aquila does not support denying either 

IPL’s gain on sale or SMEC recovery of the full purchase price, nor does Aquila alter the 

basic premise established in Midwest Gas.25  In Aquila, the Department and OAG 

opposed recovery of the acquisition premium (and transaction costs) because the cost 

of the transaction to ratepayers (including the acquisition premium) exceeded benefits.26  

The Commission agreed with the Department and OAG and denied recovery of the 

acquisition premium as one of the conditions that, collectively, made the transaction in 

the public interest.27   

The facts of this case, however, are the opposite of Aquila.  Here, the Petitioners 

have clearly demonstrated a net present value to customers of at least $24.4 million 

over 10 years, even when the acquisition premium is considered.28  The Department 

has similarly concluded that there is no reasonable scenario in which costs outweigh 

benefits,29 meaning no adjustment for the acquisition premium is needed to make the 

Transaction consistent with the public interest. 

24 Midwest Gas Recon Order at 5. 
25 Chamber December 8 Reply Comments at 7-8. 
26 In the Matter of the Sale of Aquila, Inc.’s Minnesota Assets to Minnesota Energy Resources 
Corporation, Docket No. G007,011/M-05-1676, Order Approving Sale Subject to Conditions at 6 
(June 1, 2006) [hereinafter Aquila Order]. 
27 Id. at 7. 
28 Petitioners’ December 8 Reply Comments at 5-8.  
29 Department December 8 Additional Supplemental Reply Comments at 4 (“The Department 
completed that analysis and also reviewed several variations or iterations on the cost/benefit 
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The Chamber also argues that Petitioners have included only interest costs in 

their analyses and have failed to account for the cost of recovery of the $122 million 

principal amount of the purchase price.30  The Chamber’s argument is incorrect 

because: (1) it has confused cash flow with cost of service accounting; and (2) all of the 

costs of recovery of the $122 million purchase price are included in the depreciation and 

amortization expenses that are included in the Petitioners’ analyses.  Attachment P to 

the Petition includes 2015 SMEC pro forma income statement and balance sheet.  Line 

36 of the pro forma income statement shows interest expense and Lines 28 through 32 

show total depreciation and amortization expense (including a 25-year amortization of 

the acquisition premium).31  Together, these expenses fully reflect the principal amount 

of the purchase price.  Thus, the full debt costs (both principal and interest) were 

reflected in the Petitioners’ evaluation of the costs and benefits of the Transaction and 

the assertions regarding cash principal payments are without merit.32   

Finally, the Petitioners provide clarification that IPL’s gain on sale is fixed and 

adjustments to payments to IPL made at close will be for working capital and other 

similar customary closing adjustments, which will not be material and will not impact the 

analysis. The Department could not identify a reasonable scenario in which the costs of the 
proposed transaction exceeded the benefits.”). 
30 Chamber December 8 Reply Comments at 9-10. SMEC has lender approval for a significantly 
larger level of borrowing, but that higher authorized borrowing level does not determine the 
purchase price.  
31 Petitioners’ Response to DOC IR No. 57, which is the basis of Petitioners analyses of 
customer benefits, includes all of the same cost elements as Attachment P to the Petition, with 
some updates.   
32 Chamber December 8 Reply Comments at 9.  
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gain.  Similarly, any changes to the SMEC transaction costs will not have a material 

impact on acquisition premium.33    

C. The Chamber’s criticisms and recommendations regarding the 
Wholesale Power Agreement are also based on fragmented analysis. 

 The Chamber’s analysis and recommendations regarding the Wholesale Power 

Agreement (WPA) provide another example of the Chamber’s out-of-context focus on a 

single element, while ignoring the overall effects of the Transaction.  The Commission 

should reject the Chamber’s piecemeal analysis and resulting recommendation to 

radically rewrite the WPA.   

The WPA is an integral component of the overall Transaction.34  Both the 

Petitioners and Department have shown that the Transaction, including the WPA, is 

consistent with the public interest.35  It is therefore unnecessary and inappropriate to 

radically rewrite the WPA as recommended by the Chamber because such conditions 

are not necessary to make the Transaction consistent with the public interest.  Also, as 

discussed below, the Chamber is mistaken regarding several aspects of the WPA, 

which further undermines its recommendations.   

 In response to assertions made by the OAG, the Petitioners have already 

explained that: 1) the Transaction, including the WPA, generates significant customer 

benefits; 2) the WPA is priced similarly to the methodology used by the Commission to 

set retail rates; and 3) it is unreasonable to attempt to capture the significant benefits of 

33 Compare Petition, Attachment D at 29-32 (describing the purchase price and closing 
adjustments) with Chamber December 8 Reply Comments at 6.  
34 Petitioners’ December 8 Reply Comments at 10; Petitioners’ September 4 Comments at 
Attachment B, OAG IR Nos. 1, 14. 
35 Petitioners’ December 8 Reply Comments at 5-8; Department October 6 Reply Comments at 
12; Department November 10 Supplemental Reply Comments at 4-5. 
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the Transaction while arbitrarily altering or discarding elements of the WPA.36  These 

explanations apply with equal force to many of the Chamber’s claims.37   

The Chamber is also incorrect that competitive wholesale power arrangements 

provide a reasonable comparison for the WPA.  In the absence of the Transaction, IPL 

would have continued to rely on its own generation to meet customer needs in 

Minnesota, making an alternative wholesale arrangement an unreasonable point of 

comparison.38  Further, any divestiture by IPL of its distribution assets would be 

impossible without an agreement for IPL to continue sell power on a wholesale basis 

because the loss of load from approximately 42,000 customers would cause significant 

imbalances in power costs for IPL’s other retail and wholesale customers and impair 

generation planning (both past and future).39    

 The Chamber mistakenly asserts that the Transaction results in the loss of 

regulatory protections, which it uses to attempt to justify its radical proposals.  As 

explained above, the legislature has determined that the cooperative structure is in the 

public interest and acts as its own form of regulation.40  The Chamber also asserts that 

Federal Energy Regulatory Commission (FERC) regulation is categorically inadequate 

and represents transfer to a “deregulated wholesale jurisdiction.”41  Contrary to the 

Chamber’s opinion, the proposition that FERC regulation is categorically inadequate 

36 Petitioners’ December 8 Reply Comments at 9-10. 
37 Chamber December 8 Reply Comments at 13-15. 
38 Petitioners’ December 8 Reply Comments at 10 and Petitioners’ September 4 Comments at 
Attachment B, OAG IR Nos. 1, 14. 
39 Petitioners’ December 8 Reply Comments at 10; Petitioners’ September 4 Comments at 
Attachment B, OAG IR Nos. 1, 14. 
40 Minn. Stat. § 216B.01 (“Because … cooperative electric associations are presently effectively 
regulated and controlled by the membership under the provisions of chapter 308A, it is deemed 
unnecessary to subject such utilities to regulation under this chapter except as specifically 
provided herein.”). 
41 Chamber December 8 Reply Comments at 12. 
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does not provide a reasonable basis for Commission decision making.42  Rather, the 

Chamber’s position and resulting request is, at best, at odds with both federal and state 

law.43 

 Several of the other Chamber claims are also unsupported by facts.  First, 

contrary to the Chamber’s assumptions, the Commission has determined IPL’s 

investment in Whispering Willow to be reasonable and prudent and has allowed full 

ongoing cost recovery.44  Second, the Chamber cites Duane Arnold Energy Center 

(DAEC) costs.  However, the DAEC costs reflected in the WPA are not materially 

different from DAEC costs if IPL were to maintain ownership of the assets being 

transferred, as the Petitioners explained in response to DOC IR No. 50.45  In no event 

would such costs outweigh the benefits of the much lower cost of capital and exemption 

from income taxes available to SMEC and the SMEC Member Cooperatives.   

Third, the Chamber refers to disallowances of benefits and officers’ 

compensation.46  However, while these disallowances have occurred in the rate cases 

of other utilities, there is no connection between those cases and IPL generation costs, 

nor has the Chamber demonstrated any significance of such costs in comparison to the 

42 See, e.g. Chamber December 8 Reply Comments at 14 (“Further, since FERC does not deal 
with regulation of electric service to retail customers, federal regulation are not sufficient to 
protect Minnesota retail customers.”). 
43 16 U.S.C. § 824 (b)(1) (indicating the provisions of the Federal Power Act, 16 U.S.C. § 824 et 
seq., apply to “the sale of electric energy at wholesale in interstate commerce”). 
44 Compare Chamber December 8 Reply Comments at 13, 14 (stating the Commission has 
denied Whispering Willow costs) with 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 Rates, Docket No. E001/M-10-312, Order Adopting 
Administrative Law Judge’s Report and Findings at 2-3 (finding IPL’s investment in Whispering 
Willow to be reasonable and prudent). 
45 Compare Chamber December 8 Reply Comments at 13 (citing DAEC cost differentials) with 
Company’s Response to DOC-50. 
46 Chamber December 8 Reply Comments at 13 
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advantages of the much lower cost of capital and exemption from income taxes 

available to SMEC and the SMEC Member Cooperatives.      

 Fourth, Petitioners explained in their December 8 Reply Comments that the cost 

differential associated with the FERC ROE is significantly outweighed by the cost of 

capital and tax benefits of the Transaction.47  The Chamber’s recommendation to further 

increase customer benefits by requiring additional ROE credits is completely 

unreasonable and contrary to the standards of Minn. Stat. § 216B.50, which simply 

require consistency with the public interest, not maximization of customer benefits at the 

expense of sellers and buyers.  Further, such costs could not possibly outweigh the 

advantages of much lower cost capital and exemption from income taxes available to 

SMEC and the SMEC Member Cooperatives. 

Finally, contrary to the Chamber’s inferences, no generation assets are being 

transferred.48  As a result, the Chamber appears to have confused the WPA (where no 

assets are being transferred) with ITC, which involved a transfer of transmission assets 

governed by a completely different statute – Minn. Stat. § 216B.16, subd. 7c.49  

Accordingly, the Chamber is incorrect in suggesting that there will be changes to the 

book value of the IPL generation assets or changes in the accumulated deferred income 

tax balances associated with those generation assets.50   

  

47 Petitioners’ December 8 Reply Comments at 6-8.  Note, the Petitioners’ December 8 Reply 
Comments included the power cost differential resulting from the difference between a 9.80% 
and 10.97% ROE.  The Chamber cites 9.8% as an ROE that is currently “reasonable” under 
retail rate regulation.  Chamber December 8 Reply Comments at 14, note 26.   
48 Chamber December 8 Reply Comments at 12. 
49 Id. at 12. 
50 Compare Petition, Attachment P at 2-3 with Chamber December 8 Reply Comments at 12-13. 
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D. The Chamber’s recommendation to increase the $2.0/MWh credit 
substantially overreaches and is not necessary for the Transaction 
to be consistent with the public interest.  

  
The Chamber recommends that SMEC increase its credit for the 3-year Initial 

period from $2.0/MWh to $10.0M/MWh, and include a credit of $6.2/MWh for each of 

the next seven years.51  The Chamber’s recommendation should be rejected because 

the Transaction provides substantial benefits without any additional conditions and 

additional credits are not necessary for the Transaction to be consistent with the public 

interest.   

The Chamber explains that the basis for its calculation is Petitioners’ response to 

DOC IR No. 57, which projects annual benefits at $8.4M for the first three years, and 

$5.4M for each of the next seven.52  Dividing the projected annual savings by projected 

sales of approximately 840,000 MWh yields the Chamber’s recommended credits of 

$10.0/MWh and $6.2/MWH, respectively.  In making this recommendation, the Chamber 

ignores savings that customers will see during the 3-year Initial Period (i.e., the 

projected difference between what they would pay should IPL continue to serve the 

area versus what they will pay when served by the SMEC Member Cooperatives) that 

averages approximately $8.3M/year, essentially the same as the estimated savings 

shown in Petitioners’ response to DOC IR No. 57.53     

In other words, virtually the entire projected savings during the first three years is 

already being flowed through to customers in the area formerly served by IPL by using 

IPL’s current rates, adjusted as stated in the Petition, including the proposed $2.0/MWh 

credit.  Increasing the credit during the first three years by another $8.0/MWh would 

51 Chamber December 8 Reply Comments at 4. 
52 Id. at 17. 
53 Petition at 37. 
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result in a net loss of revenue for the SMEC Member Cooperatives that exceeds 

projected savings, and essentially result in a subsidy being provided to the Acquired 

Area customers by the SMEC Member Cooperatives’ Legacy Area customers.  

The Chamber’s radical recommendation to provide a $6.2/MWh credit in the 

seven years beyond the Initial Period is overreaching and is not necessary for the 

Transaction to be consistent with the public interest.  Cooperatives operate on a not-for 

profit-basis based on the costs of providing service, and under the SMEC Member 

Cooperative bylaws, the members cannot earn a return on their investment.  As a result, 

the actual savings available to the SMEC Member Cooperatives (due to their far lower 

cost of capital and exemption from income tax) will inherently be reflected in customer 

rates.  

E. The Chamber’s recommendation for SMEC to bill the SMEC Member 
Cooperatives the same way IPL bills SMEC is too complex. 

 
The Chamber also recommends that SMEC bill its Member Cooperatives for 

purchased power (including transmission) expense on the same basis as it is billed by 

IPL.54  As explained in Petitioners’ Response to Chamber IR Nos. 16, 22, and 58, 

SMEC and its Member Cooperatives plan to assign purchased power costs, including 

transmission costs, in two phases.  Until the acquired facilities are purchased by the 

individual Member Cooperatives from SMEC,55 SMEC will receive essentially all 

revenue and be responsible for paying all expenses, including costs associated with 

purchased power and transmission, debt service, and operations and maintenance (i.e., 

54 Chamber December 8 Reply Comments at 4. 
55 The purchase of the facilities by the individual Member Cooperatives from SMEC will occur no 
later than three years from Closing, but may occur earlier. 
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reimbursement to the Member Cooperatives for operating and maintaining their 

respective portions of the distribution system purchased from IPL).56   

Since all costs of operation will be paid by SMEC, it would be inconsistent to 

single out purchased power costs and direct assign such costs to the SMEC Member 

Cooperatives, as proposed by the Chamber.  After the IPL distribution facilities are 

transferred from SMEC to the individual SMEC Member Cooperatives, the SMEC 

Member Cooperatives will operate as independent systems and SMEC will bill each 

SMEC Member Cooperative in essentially the same manner as SMEC is billed by IPL.57      

The Chamber couples its recommendation to bill the Member Cooperatives for 

purchased power costs in the same manner as IPL bills SMEC with a recommendation 

that the Power Cost Adjustment (PCA) factor be separated into demand and energy 

components.58  The Chamber asserts that a PCA mechanism that is based entirely on 

energy will have a greater impact (in terms of percentage of the bill) on high load factor 

rate classes and customers than on low load factor rate classes and customers. 59   

The Petitioners acknowledge the varying impacts (in terms of percentage of the 

bill) that an energy based PCA mechanism will have on rate classes and customers as 

a function of load factor.  However, the Chamber’s recommendation should not be 

implemented during the 3-year Initial Period because: (1) it is contrary to typical practice 

for cooperatives; and (2) it is overly complicated given the nature of IPL’s current rates, 

which the Member Cooperatives are adopting. 

56 Petitioners’ Response to Chamber IR Nos. 16, 22 and 58. 
57 Id. 
58 Chamber December 8 Reply Comments at 22.   
59 Chamber December 8 Reply Comments at 17-22.  The Chamber fails to raise a similar issue 
with respect to its $10.0/MWh credit recommendation, but was content to flow through the credit 
disproportionately to benefit high load factor large C&I classes and customers.   
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PCA mechanisms are common for cooperatives and cooperatives generally use 

an energy-only approach to their PCAs.  Since the SMEC Member Cooperatives have 

agreed to adopt IPL’s current rates, subject to certain specified modifications as 

described in the Petition, including the PCA mechanism, the PCA mechanism should be 

consistent with typical cooperative practice during the 3-year Initial Period. 

 Furthermore, the current IPL rates (which SMEC and the SMEC Member 

Cooperatives have agreed to adopt during the 3-Year Initial Period), were not based 

entirely on a Class Cost of Service Study (CCOSS).  Consequently, it is not possible to 

establish a definitive base for allocating changes in the capacity component of 

purchased power and transmission costs to individual classes based on demand during 

that period.    

In addition, approximately 40 percent of energy sales are billed solely on the 

basis of energy, not demand.  Even for rate classes billed on the basis of demand as 

well as energy, the definition of billing demand applied at wholesale to SMEC will be 

different than the definition of billing demand applied at retail.  Wholesale billing demand 

is defined as demand coincident (i.e., at the same time as)  to IPL’s or the transmission 

providers’ 12 monthly peaks (12CP), while at retail, the IPL tariff definition of billing 

demand reflects the monthly peak non-coincidental demand (NCP) of each individual 

customer.   

After the 3-year Initial Period, the SMEC Member Cooperatives will have 

developed CCOSS’s for their respective Acquired Areas that will incorporate load 

survey and actual metered data to identify the 12CP contribution of each class to the 
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wholesale billing demand.60 It will then be up to each SMEC Member Cooperative and 

its Board of Directors to determine how the PCA mechanism should be designed for 

their respective SMEC Member Cooperatives.61  It is also expected that many of the 

SMEC Member Cooperatives will “roll-in” the increase in purchase power and 

transmission costs that have occurred since IPL’s current rates were developed (i.e., 

circa 2009-2010), thereby minimizing the magnitude of the PCA factor and any adverse 

impacts resulting from the issue raised by the Chamber.     

F. The Chamber recommendation to prevent merging of rates for 10 
years is not needed for the Transaction to be consistent with the 
public interest. 

 
The Chamber also recommends that the SMEC Member Cooperatives not be 

allowed to merge rates for the full 10 year period of the WPA, or in the alternative, agree 

not to merge rates unless they are within 1 percent of each other.62  This 

recommendation should be rejected because it is overreaching and because it is not 

necessary for the Transaction to be consistent with the public interest.   

The SMEC Member Cooperatives have already proposed a five-year Rate Plan 

that provides substantial consumer protections.63  A 5-year plan substantially exceeds 

the duration of protections that the Commission has provided in connection with the sale 

of distribution assets in any prior case of which Petitioners are aware.   

60 As stated in the Petitioners’ response to the DOC IR Nos. 61 and 62, all twelve of the SMEC 
Member Cooperatives either have or are in the process of planning and/or installing Advanced 
Metering Infrastructure (AMI) or Automated Meter Reading (AMR) systems on their Legacy 
systems; and all twelve Member Cooperatives are planning or studying the feasibility of 
extending such systems as soon as practicable to their respective Acquired Areas.  This will 
provide much more accurate data from which to determine CP demands of the individual rate 
classes than is currently available.   
61 It should be noted that three of the SMEC Member Cooperatives (Minnesota Valley, Redwood 
and South Central) currently have unbundled rates for their Legacy systems.  
62 Chamber December 8 Reply Comments at 4. 
63 Petitioners’ November 10 Comments at 5-7; Petition at 22-26, 36-51. 
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The individual SMEC Member Cooperative Boards of Directors will have the 

responsibility to establish the retail rates after the 3-year Initial Period.64  While the 

Chamber may believe that cooperative rate regulation is not an acceptable replacement 

for traditional rate regulation, the Minnesota Legislature does not agree.  Rather, the 

Legislature has found that Minnesota cooperatives are “effectively regulated and 

controlled by the membership.”65  As a result, the Chamber’s rationale and requested 

remedy are inconsistent with Legislative policy and findings.      

G. The Chamber mistakenly states that the rate impact of paying back 
loans has not been reflected in the Petitioners’ analysis of benefits.  

 
The Chamber also claims that, “The Joint Petitioners have not explained how 

they will pay back the principle costs of the financing, nor how they will recover these 

costs through rates beyond year five.”66  The Chamber is completely mistaken.  

SMEC will borrow the amount necessary to finance the transaction from the 

National Rural Utilities Cooperative Finance Corporation (CFC) as a bridge loan.  The 

bridge loan will be retired through a balloon payment within the first three years when 

the individual cooperatives purchase their share of the assets from SMEC.67  When the 

Member Cooperatives purchase their share of the assets from SMEC, it is expected that 

each will finance its share of the purchase through a long-term loan from Rural Utility 

Service (RUS), with levelized debt service payments (principal and interest) over the 

term of the loan (approximately 25 years in this case).  However, as previously 

64 During the Transition Period, Years 4 and 5, no two Acquired Area and Legacy Area rates 
may be merged unless the average revenue produced by the two rates are within 5% of each 
other; and no rate may be increased more than 5% per year, apart from the PCA mechanism.  
Petitioners’ November 10 Comments at 6. 
65 Minn. Stat. § 216B.01.  See also Petitioners’ November 10 Comments at 22. 
66 Chamber December 8 Reply Comments at 10.   
67 Petitioners’ Response to Chamber IR No. 44. 
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explained, the costs of these cash flow requirements have been included in the 

Petitioners’ cost projections in the form of interest expense, depreciation, and 

amortization of the acquisition premium.68 

Petitioners have also explained how each SMEC Member Cooperative 

establishes its margin and, therefore, revenue requirements.69   Margins are determined 

by establishing a Times Interest Earned Ratio (TIER) and/or Debt Service Coverage 

(DSC) requirement.  For SMEC Member Cooperatives who use TIER as the defining 

requirement (i.e., an accrual approach), depreciation expense represents a proxy for the 

repayment of loan principal.  For SMEC Member Cooperatives who use DSC as the 

defining requirement (i.e., cash approach), the repayment of principal is inherently 

incorporated in the debt service payment.  Either way, the repayment of debt will be 

reflected in each SMEC Member Cooperative’s revenue requirements. 

II. REPLY TO THE OAG 

 Similar to the Chamber, the OAG asserts the Transaction must be conditioned 

for it to be consistent with the public interest.70  And similar to the Chamber, the OAG’s 

conclusion is based on a fragmented analysis of the Transaction that ignores the 

significant overall customer benefits identified by the Petitioners and the Department, 

and continues to focus almost exclusively on the short term.71  For all the reasons 

discussed above, the piecemeal approach of both the Chamber and the OAG and their 

68 See Petition, Attachment P at 1 (showing 2015 pro forma income statement that includes 
interest expense, depreciation and amortization expense and a times-interest-earned ratio 
(TIER) component).  Petitioners’ Response to DOC IR No. 57 includes the same components 
including some updates.  
69 Petitioners’ Response to DOC IR Nos. 10 and 11. 
70 OAG December 8, 2014 Reply Comments at 1. 
71 See, e.g., OAG December 8, 2014 Reply Comments at 3-4 (“As explained in the OAG’s 
previous comments, even if base rates decrease slightly in the short term following the 
transaction, the cost of the Wholesale Power Agreement, which the OAG calculated at $4.3 
million, will more than offset this small, temporary benefit.”) (footnotes and citations omitted). 
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resulting recommendations should be rejected because they are not necessary for the 

Transaction to be consistent with the public interest.   

 In addition to adopting the wrong focus and standard, the OAG is mistaken 

regarding several other aspects of the Transaction.  First, the OAG’s fundamental 

premise that the Transaction should be evaluated on some hypothetical SMEC 

embedded cost of capital is based on a misunderstanding of the source and purpose of 

equity in a cooperative, both of which are unlike the equity of an investor owned utility.   

An investor owned utility’s equity represents ownership by stockholders who 

purchase their stock primarily, if not exclusively, for the purpose of obtaining a profit.  In 

contrast, a cooperative’s equity represents ownership by the member-customers of the 

cooperative which result from usage by the member-customers and are not driven by 

the desire to earn a profit, which is not allowed.  Further, other than the contributions of 

nominal membership fees, a cooperative’s equity results almost entirely from operating 

margins, which are allocated and owned by the members whose patronage led to the 

margins.   These margins are in turn driven by the cooperative’s obligation to set rates 

that exceed debt service costs through mandated “Times Interest Earned Ratio” (TIER) 

or “Debt Service Coverage” (DSC) requirements imposed by lenders. 

 The Petitioners’ calculation of the benefits stemming from the Transaction 

already reflects the margins needed to generate and support equity for SMEC and the 

SMEC Member Cooperatives through a TIER component.  Petitioners’ Response to 

DOC IR No. 57, the Petitioners’ December 8 Reply Comments and these Reply 

Comments all reflect a TIER component when calculating the benefits of the 

Transaction.  Thus, the OAG is mistaken that a separate cost of equity must be added 
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to the Petitioners’ analyses.72  The Petitioners’ calculations appropriately reflect the cost 

of debt and TIER ratios that will determine customers’ rates when SMEC and the SMEC 

Member Cooperatives take ownership of IPL’s distribution assets.  Accordingly, the 

OAG’s adjustment is simply unnecessary. 

 In addition, the OAG, like the Chamber, misconstrues both the standard for 

recovery of an acquisition premium from customers and the Commission’s ability to 

order IPL to credit the gain on sale to customers.  The Petitioners’ December 8 Reply 

Comments show the Transaction results in a net present value of $24.4 million in 

savings over the first ten years of the transaction.73  The Petitioners’ December 8 Reply 

Comments also show that on an annualized basis, the benefits of the transaction 

exceed the annualized acquisition premium, which, under Midwest Gas would entitle 

SMEC to recover the cost if it was regulated by the Commission.74   

Finally, even if SMEC could not meet the Commission’s standard for recovery of 

the acquisition premium, Minnegasco and the Commission’s past asset transfer cases 

demonstrate that it would be inappropriate to order IPL to credit the gain on sale to 

customers, especially when a credit is not necessary for the Transaction – including full 

recovery of the acquisition premium – to be considered consistent with the public 

interest.75   

  

72 Compare Section I.G., above with OAG December 8, 2014 Reply Comments at 5 (“For that 
reason, a full, blended cost of capital must be used when determining the true costs of the 
Transaction for ratepayers.”). 
73 Petitioners’ December 8 Reply Comments at 2-8. 
74 Midwest Gas Order at 7; Midwest Gas Recon Order at 5.  
75 Minnegasco, 549 N.W.2d at 909 (holding good will is not a cost of furnishing utility service 
and that the Commission does not have the authority to impute revenue for the value of good 
will used but not paid for by an affiliate). 
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III. CONCLUSION 

 For the reasons set forth above, and as the record fully shows, the Transaction is 

consistent with the public interest within the meaning of Minn. Stat. § 216B.50, and the 

Transaction should be approved without further conditions or modifications. 

 

Dated:  December 22, 2014 

 

Respectfully submitted by:   

 
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 
Patrick T. Zomer 
 
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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Schedule 1 

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

($ millions) 

   

Estimated 
Benefits (before 

power costs)   
 

Claimed 
differences in 
power costs** 

 

Net  
Customer 

Benefits 

 
Year 1* 

 
$2.0 

 
($0.7) 

 
$1.3 

 
Year 2* 

 
$5.2 

 
($0.7) 

 
$4.5 

 
Year 3* 

 
$6.8 

 
($0.9) 

 
$5.9 

 
Year 4 

 
$4.7 

 
($1.1) 

 
$3.6 

 
Year 5 

 
$4.7 

 
($1.1) 

 
$3.6 

 
Year 6 

 
$4.7 

 
($1.1) 

 
$3.6 

 
Year 7 

 
$4.7 

 
($1.1) 

 
$3.6 

 
Year 8 

 
$4.7 

 
($1.1) 

 
$3.6 

 
Year 9 

 
$4.7 

 
($1.1) 

 
$3.6 

 
Year 10 

 
$4.7 

 
($1.1) 

 
$3.6 

 Year 11  $4.7  $0.0  $4.7 
 Year 12  $4.7  $0.0  $4.7 
 Year 13  $4.7  $0.0  $4.7 
 Year 14  $4.7  $0.0  $4.7 
 Year 15  $4.7  $0.0  $4.7 
 Year 16  $4.7  $0.0  $4.7 
 Year 17  $4.7  $0.0  $4.7 
 Year 18  $4.7  $0.0  $4.7 
 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  $0.0  $4.7 
 Year 25  $4.7  $0.0  $4.7 
 Year 25  $4.7  $0.0  $4.7 
Net Present Value 
(Years 1-10) $30.9 

 
($6.5) 

 
$24.4 

Net Present Value 
(Years 1-25) $49.4  ($6.5)  $42.9 
*Source: DOC October 6 Reply Comments, page 12, Table 4  
** 9.80% ROE to 10.97% ROE 
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