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February 9, 2015

Daniel P. Wolf

Executive Secretary

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

St. Paul, Minnesota 55101-2147

RE: CORRECTED Reply Comments of the Minnesota Department of Commerce, Division of

Energy Resources
Docket No. EO01, E140, E105, E139, E124, E126, E145, E132, E114, E6521, E-142,

E-135/PA-14-322
Dear Mr. Wolf:

On December 22, 2014 the Minnesota Department of Commerce, Division of Energy
Resources (Department) filed Reply Comments in the aforementioned docket. Since making
that filing it has come to the Department’s attention that the cost/benefit analysis it
included in those comments contained an error regarding the calculation of Southern
Minnesota Energy Cooperative’s costs included in Table 1 of that document.

The Department is including an updated analysis in this filing that corrects that error.

The Department continues to recommend approval of the petition with conditions. The
Department apologizes in advance for any confusion that this error may have caused and is
available to answer any questions the Minnesota Public Utilities Commission may have.
Sincerely,

/s/ JOHN KUNDERT

Financial Analyst
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MINNESOTA DEPARTMENT OF

COMMERCE

BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION

CORRECTED REPLY COMMENTS OF THE
MINNESOTA DEPARTMENT OF COMMERCE
DIVISION OF ENERGY RESOURCES

Docket No. EOO1, E140, E105, E139, E124, E126, E145, E132, E114,
E6521, E-142, E-135/PA-14-322

l. INTRODUCTION AND SUMMARY

In its comments filed on December 22, 2014, the Department reviewed the cost-benefit
analyses that Interstate Power and Light (IPL) and Southern Minnesota Energy Cooperative
(SMEC) (together, the Joint Petitioners) and the Office of the Attorney General - Antitrust
and Utilities Division (OAG-AUD) provided in recently filed comments. The Department’s
analysis suggested that the proposed transaction’s benefits are greater than its costs.
Specifically, the Department estimated the present value of the benefits associated with the
proposed transaction to be $13.7 million in Table 4 of those comments. As a result, the
Department continued to support approval of the proposed transaction with conditions.

Since that time the Department has been in discussions with IPL and SMEC regarding the
proposed transaction and the Department’s analysis that was included in its December 22,
2014 comments. SMEC has provided information to the Department that the calculation of
SMEC’s costs in Table 1 of those comments overstated SMEC costs significantly. This
higher level of costs had the unintended consequence of lowering the estimated benefits
associated with the proposed transaction.

Il. ANALYSIS

In Table 1 of its analysis in its December 22nd comments, the Department included a times
interest earned (TIER) factor of 1.5 that had the effect of increasing SMEC’s annual costs
from $5.8 million to $8.7 million. That step should not have been included due to the fact
that the 4.75 percent average weighted pre-tax cost of capital included in the previous step
consisted of both debt and equity. As a result, the inclusion of the TIER calculation
accounted for the impact of the return on and return of the Cooperative’s equity contribution
twice. The Department includes the corrected Table 1 below.
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Analyst assigned: John Kundert
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CORRECTED Table 1 - Department Estimate of Annual Cost of Capital and
Income Tax Benefits (with OAG adjustment to reflect the claimed effect of a
FERC 10.97% ROE and IPL Retail ROE of 9.8%) ($ million)

Original | Corrected

Long-Term Benefit Analysis IPL Costs SMEC SMEC

Costs Costs
Net Rate Base $82.5
Acquisition Costs (Assets +
Premium + SMEC Transaction $122.1 | $122.1
Costs)
x Cost of Capital (@ 9.8% ROE for
IPL, @ 4.75% for SMEC Member 7.71% 4.75% 4.75%
Cooperatives)
= pretax cost $6.4 $5.8 $5.8
x Income Tax Effect (Federal + 171 10 10
State)
x TIER N/A 1.5 N/A
= After tax cost $10.9 $8.7 $5.8
Annual Financing Benefit
including Full Acquisition Cost $2.2 $5.1
Annual Effect of Adjustment to
FERC ROE (10.97% to 9.8%) ($11) | 61
Annual Net Benefit of the
Transaction 311 $4.0

This corrected higher amount of $4.0 million in net benefit to the proposed transaction also
serves as an input to the information included in Table 4 of the Department’s December
22nd 2014 comments.

The Department provided its update to the Joint Petitioners’ ten-year cost-benefit analysis in
Table 4. The Companies’ cost-benefit analysis identified a present value benefit of $24.6
million. The Department’s original estimate of the present value of the long-term benefit
was $13.7 million. The corrected estimate is $23.6 million, as shown below.
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Page 3
Table 4 - Department Estimate of Customer Benefits
(including OAG adjustments to IPL ROE and claimed power cost effects)
($ millions)
Estimated Benefits | Differences in Power Es_t|mat(:3d Benefits
(before power costs) Costs (including power
costs)
Year 1 $1.7 ($0.7) $1.0
Year 2 $4.6 ($0.7) $3.9
Year 3 $6.1 ($0.9) $5.2
Year 4 $4.0 ($1.1) $2.9
Year 5 $4.0 ($1.1) $2.9
Year 6 $4.0 ($1.1) $2.9
Year 7 $4.0 ($1.1) $2.9
Year 8 $4.0 ($1.1) $2.9
Year 9 $4.0 ($1.1) $2.9
Year 10 $4.0 ($1.1) $2.9
Present Value $30.8 ($7.2) $23.6

M. CONCLUSIONS AND RECOMMENDATIONS
After correcting this updated analysis, the Department continues to recommend that the

Minnesota Public Utilities Commission approve the proposed transaction with the conditions
outlined in its December 227, 2014 comments.

/ja




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
Corrected Reply Comments

Docket No. E001,140,105,139,124,126,145,132,114,6521,142,135/PA-14-322
Dated this 9t day of February 2015

/s/Sharon Ferguson
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City of Mpls Sustainability

350 South 5th St, #315

Minneapolis,
MN
55415

Electronic Service

No

OFF_SL_14-322_Official




First Name

Last Name

Email

Company Name

Address

Delivery Method

View Trade Secret

Service List Name

Enio

Ricci

ericci@invenergyllc.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

Doug

Shoemaker

dougs@mnRenewables.or
g

MRES

2928 5th Ave S

Minneapolis,
MN

55408

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

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 Elm 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 Sf|
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

Marya

White

mwhite@misoenergy.org

MISO

1125 Energy Park Dr

St. Paul,
MN
55108

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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