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AN EQUAL OPPORTUNITY EMPLOYER

March 12, 2015

Daniel P. Wolf

Executive Secretary

Minnesota Public Utilities Commission
121 7t Place East, Sue 350

St. Paul, Minnesota 55101-2147

RE: Minnesota Department of Commerce, Division of Energy Resources - Additional
Information Regarding the Implementation of Previous Recommendations
Docket No. EO01, E140, E105, E139, E124, E126, E145, E132, E114, E6521, E-142,
E-135/PA-14-322

Dear Mr. Wolf:

The letter is sent to inform the Minnesota Public Utilities Commission (Commission) and
parties of the results of further discussions between the Minnesota Department of
Commerce, Division of Energy Resources (Department) and Interstate Power and Light
Company (IPL) and Southern Minnesota Electric Cooperative (SMEC) (collectively the
Petitioners) concerning the Department’s recommendations for an additional customer
protection mechanism for the initial 3-year period following the closing of the proposed
transaction (Transaction) between the Petitioners.

In its December 22, 2014 Reply Comments and its December 8, 2014 Additional
Supplemental Reply Comments, the Department recommended an additional customer
protection mechanism for the initial 3-year period following the closing of the Transaction to
be based on the forecasted weather normalized revenues provided by Petitioners (which
were based on projected costs). The specific recommendations were that SMEC be required
to provide:

e 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

e A bill credit to IPL’s former ratepayers if the actual weather normalized annual
revenue requirement in any year exceeds the forecasted annual revenue
requirement by more than 2 percent.

The Petitioners and the Department have discussed and refined the Department’s
recommendation to more clearly define the mechanism and its application.

As a result of those discussions, the Department and Petitioners have agreed on the
following protocol for the implementation of Department’s recommended customer
protection mechanism:
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. A bill credit will be applied to reduce rates for the former IPL electric customers in the
event the actual weather normalized revenues from IPL’s former customers exceed
the Petitioners’ forecasted revenues by more than 2 percent, determined as provided
below.

. The actual weather normalized revenues and forecasted weather normalized

revenues will be based on total revenues less revenues related to fuel costs.
Revenues related to fuel costs will be excluded from the comparison calculations and
the determination of the 2 percent threshold. As a result, the customer protection
mechanism and calculations will reflect forecasted and actual distribution, non-fuel
related power supply, and transmission costs. Measures will be calculated on a cost
per unit basis, as described below.

. This comparison of actual weather normalized revenues to forecasted revenues will
be made on a cumulative basis, measured over the 36-month period following the
close of the Transaction, as shown on Attachment A and further explained below.

. The 36-month period is expected to include a part of 2015, all of 2016 and 2017,
and a part of 2018. The forecasts for the portion of 2015 and for 2016 and 2017
included in the 36-month period will be based on the information included in the
Application. Forecast information pertaining to 2018 was not included in the
Application. Petitioners provided comparable forecasted 2018 power supply and
transmission costs in their response to Department Information Request No. 48. The
forecast by SMEC for the part of 2018 included in the 36-month period will be
determined using the same methods reflected in the Application applying the power
supply and transmission cost information provided in DOC IR 48.

. Actual weather normalized revenues for the 36-month period will be determined
using the same methods as used in the Application;

. To the extent reasonably practical, determinations of the partial year forecasts and
actual weather normalized results for 2015 and 2018 will be made based on factors
specific to the portions of the years 2015 and 2018 that are included in the 36-
month period.

. Annual reports showing a comparison of actual weather normalized results and
forecasted results will be made for each 12-month period within 60 days following
the end of each 12-month period, beginning within the initial 12-month period and
including the periods ending 24 months and 36 months following the closing of the
Transaction. These reports should also show the actual weather normalized fuel
costs.
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8. Attachment A provides a template for implementing the customer protection on a
cumulative basis for the 36-month period, showing a hypothetical calculation using
assumed data.

a. Step 1. Lines 2-7 calculate the forecasted sales revenue and 2% limit for
each 12-month period, including all revenues related to distribution,
transmission and power supply and excluding fuel. Lines 2-4 remove
projected fuel revenue from projected total revenue. Lines 5 - 6 determine
projected average revenue in terms of $/MWh. Line 7 determines the 2%
limit in terms of $/MWh to enable comparison (in Step 3) to actual weather
normalized average revenue in terms of $/MWh (determined in Step 2).

b. Step 2. Lines 11-19 calculate (on a hypothetical basis) the actual weather
normalized sales revenues (less fuel revenues), weather normalized sales
(MWh) and average weather normalized revenues in terms of $/MWh for each
12-month period. Lines 11-17 remove actual fuel revenue from actual total
revenue. Lines 12-14 calculate the actual average fuel revenue for each 12-
month period. Lines 14-16 calculate the fuel revenue based on the weather
normalized energy sales. Lines 17-19 determine actual average net revenue
in terms of dollars and $/MWh.

c. Step 3. Lines 22-26 compare forecasted to weather normalized actual
revenues in terms of $/MWh. Lines 22-24 determine the differences between
projected average revenue and average weather normalized revenues in
terms of $/MWh. Lines 24-26 determine total amounts above or below the
2% limit for each 12-month period.

d. Step 4. Lines 29-30 develop the amount and credit to be returned to
customers, if any. Line 29 determines the net total amount above the 2%
limit over the 36-month period, if any, to be returned to customers. Line 30 is
the projected energy sales for months 37 to 60. Line 31 is the credit that
would be applied to customer kWh sales until the balance, if any, has been
dispersed.

The Department continues to recommend approval of the petition with conditions. The
Department is available to answer any questions the Minnesota Public Utilities Commission
may have.

Sincerely,

/s/ JOHN KUNDERT

Financial Analyst

JK/ja
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Application of 2% Limit Based on Hypotehtical Actual Weather Normalized Sales and Revenues

The 2% limit applies to the first 36 months after Closing. For simplicity, this example assumes that 36-month period is the years 2015, 2016, and 2017.

Step Line
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Description

Units

1st
12-month

period (2015) period (2016) period (2017)

2nd
12-month

3rd
12-month

Comment/Source

Identification of SMEC's projected revenue (less fuel revenue) for the first 36 months, and the 2% limit (based on information in the Application).

Projected Sales Revenue

Less: Monthly Energy Charge Revenue
Projected Net Revenue

Energy Sales

Projected Average Revenue

102% of Projected Average Revenue

Calculation of SMEC's actual weather normalized revenues (excluding fuel revenue) for the first 36 months.

$
$
S
MWh
$/MWh
$/MWh

81,422,595 85,084,147 89,481,266
25,661,308 27,275,314 26,607,223
55,761,287 57,808,833 62,874,043
841,751 840,966 839,801
66.24 68.74 74.87
67.57 70.12 76.37

Note: This example is based on hypothetical values for actual weather normalized results.

Actual Weather Normalized Sales Revenue
Actual Monthly Energy Charge Revenue
Actual Energy Sales

Actual Average Energy Charge Revenue
Actual Weather Normalized Energy Sales
Actual Weather Normalized Energy Charge
Revenue
Actual Weather Normalized Net Revenue
Actual Weather Normalized Energy Sales
Actual Average Weather Norm. Revenue

Kundert-Attachment A for 14-322 document.xIsx

S
S
MWh

$/MWh
MWh

MWh
S/MWh

85,493,725 86,487,513 88,850,142
26,097,038 27,220,125 26,910,483
839,521 848,420 843,780
31.09 32.08 31.89
834,609 851,731 845,960
25,944,357 27,326,347 26,979,997
59,549,368 59,161,165 61,870,145
834,609 851,731 845,960
71.35 69.46 73.14
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Petition Attachment | *

Response to DOC IR No. 17 2
L2-13

Petition Attachment | *

L4 /L5

1.02*L6

Workpapers to be provided for each year 3
SMEC Member Financial Records

SMEC Member Financial Records

L12 /113

Workpapers to be provided for each year 3
L14 * L15

L11-L16
L15
L17 /L18
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Description

Southern Minnesota Energy Cooperative
Application of 2% Limit Based on Hypotehtical Actual Weather Normalized Sales and Revenues

(continued)

1st 2nd 3rd
12-month 12-month 12-month
Units period (2015) period (2016) period (2017)

Comment/Source

Application of 2% limit (based on comparison of difference between forecast revenues and and weather normalized revenues).

Actual Average Weather Normalized Revenue
102% of Projected Average Revenue
Difference Above (Below)

Actual Weather Normalized Energy Sales

Total Amount Above (Below) 2% limit

Calculation of Customer Credit
Amount to be Returned to Customers
Projected Energy for Years 4 & 5
Credit Adjustment For Years 4 & 5

No refund because excess revenues are negative

Kundert-Attachment A for 14-322 document.xIsx

L19
L7

$/MWh 71.35 69.46 73.14
$/MWh 67.57 70.12 76.37
$/MWh 3.78 (0.66) (3.23)
MWh 834,609 851,731 845,960
$ 3,155,410 (558,629)  (2,731,684)

S G26+H26+126 :
MWh
S/MWh

Workpapers will be provided to show the development of the projected energy sales for years 4 and 5.

3/12/2015 2:57 PM

L22 - L23
L18

(134,903) L24 * L25

(134,903)
1,691,919 Workpaper to be provided 4

(0.08)]L29 / L30

Additional detail for 2015 provided in response to Department IR No. 3, Attachment 3B. Similar spreadsheets available for 2016 to 2018.
Data for 2015 provided in response to Department IR No. 17. Similar calculations available for years 2016 to 2018.
Workpapers will be provided each year to document the calculation of weather normalized energy sales and revenue.

Attachment A
Page 2 of 2



CERTIFICATE OF SERVICE
I, Sharon Ferguson, hereby certify that | have this day, served copies of the
following document on the attached list of persons by electronic filing, certified
mail, e-mail, or by depositing a true and correct copy thereof properly
enveloped with postage paid in the United States Mail at St. Paul, Minnesota.

Minnesota Department of Commerce
Letter

Docket No. E001,140,105,139,124,126,145,132,114,6521,142,135/PA-14-322
Dated this 12t day of March 2015

/s/Sharon Ferguson
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pam@energycents.org

Energy CENTS Coalition

823 7th StE

St. Paul,
MN
55106

Electronic Service

No

OFF_SL_14-322_Official

Natalie

Mcintire

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

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




First Name

Last Name

Email

Company Name

Address

Delivery Method

View Trade Secret

Service List Name

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

Charlie

Pickard

cpickard@aladdinsolar.com

Aladdin Solar

1215 Lilac Lane

Excelsior,
MN
55331

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

David E.

Pomper

Spiegel & McDiarmid

1333 New Hampshire
Avenue NW

Washington,
DC
20036

Paper Service

No

OFF_SL_14-322_Official

Benjamin L.

Porath

blp@dairynet.com

Dairyland Power
Cooperative

3200 E Ave S
PO Box 817
La Crosse,
wi
546020817

Electronic Service

No

OFF_SL_14-322_Official




First Name

Last Name

Email

Company Name

Address

Delivery Method

View Trade Secret

Service List Name

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

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

Gary

Shaver

gshaver@silicon-
energy.com

Silicon Energy

3506 124th St NE

Marysville,
WA
98271

Electronic 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
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Delivery Method

View Trade Secret

Service List Name

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

Stephenson

dstephenson@grenergy.co
m

Great River Energy

12300 EIm Creek
Boulevard

Maple Grove,
MN
55369

Electronic Service

No

OFF_SL_14-322_Official

James M.

Strommen

jstrommen@kennedy-
graven.com

Kennedy & Graven,
Chartered

470 U.S. Bank Plaza
200 South Sixth Street|
Minneapolis,
MN
55402

Electronic Service

No

OFF_SL_14-322_Official

Deb

Sundin

deb.sundin@xcelenergy.co
m

Xcel Energy

414 Nicollet Mall

Minneapolis,
MN
55401

Electronic Service

No

OFF_SL_14-322_Official

JoAnn

Thompson

jthompson@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

Stephen J.

Videto

svideto@itctransco.com

ITC Holding Corp.

27175 Energy Way, Fifth
Floor

Novi,
MI
48377

Electronic Service

No

OFF_SL_14-322_Official

Denis R.

Vogel

vmele@wheelerlaw.com

Wheeler, Van Sickle &
Anderson, S.C.

25 W. Main Street Suite
801

Madison,
WI
53703

Electronic Service

No

OFF_SL_14-322_Official
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First Name Last Name Email Company Name Address Delivery Method View Trade Secret Service List Name
Daniel Williams DanWilliams.mg@gmail.co |Powerfully Green 11451 Oregon Avenue N Electronic Service No OFF_SL_14-322_Official
m
Champlin,
MN
55316
Robyn Woeste robynwoeste@alliantenerg |Interstate Power and Light |200 First St SE Electronic Service No OFF_SL_14-322_Official
y.com Company
Cedar Rapids,
1A
52401
Daniel P Wolf dan.wolf@state.mn.us Public Utilities Commission |121 7th Place East Electronic Service Yes OFF_SL_14-322_Official
Suite 350
St. Paul,
MN
551012147
Christopher Zibart czibart@atcllc.com American Transmission W234 N2000 Ridgeview Electronic Service No OFF_SL_14-322_Official

Company LLC

Pkwy Court

Waukesha,
wi
53188-1022
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