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INTRODUCTION AND PURPOSE
Please state your name.

My name is Dr. Steve Rakow.

Are you the same Dr. Rakow who previously submitted direct testimony on behalf of
the Minnesota Department of Commerce, Energy Regulation and Planning unit
(Department) in this proceeding?

Yes.

What is the purpose of your rebuttal testimony?
| respond to Large Power Intervenors (LPI) witness Mr. Lane Kollen regarding the

conditions that Mr. Kollen recommends be placed upon the certificate of need.

Does your assessment of rebuttal testimony by other parties change your position in
this proceeding?
Yes; as discussed below, | support one of Mr. Kollen’s recommended conditions and

a modified version of another of his recommendations.

REBUTTAL TO LARGE POWER INTERVENORS

APPROVAL OF AGREEMENTS

LPI witness Mr. Kollen’s first recommendation, at page 3 of his direct testimony, was
that the Commission condition approval of the CN upon Commission approval of
MP’s 133 MW Renewable Optimization Agreements (ROA) and the Facilities

Construction Agreement (FCA). Do you agree?

Rakow Rebuttal / 1
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Yes. Regarding the FCA, MP’s Mr. Donahue stated that “Once the FCA is executed it
will be forwarded to the Commission.” MP Ex. ___ at 9 (Donahue Direct). Thus, MP
plans to submit the FCA to the Commission.

The ROA actually consists of two separate agreements, the 133 MW Energy
Sale Agreement (ESA) and the 2014 Energy Exchange Agreement (EEA). The ESA
lists as one of MP’s conditions precedent, “the final approval of this Agreement by
the MPUC [Minnesota Public Utilities Commission] on conditions acceptable to MP.”
MP Ex. ___ at Schedule 2 PUBLIC, Page 71 of 188 (Rudeck Direct). The EEA lists as
MP’s condition precedent “the parties executing on the Effective Date the 133 MW
Energy Sale Agreement and all conditions precedent to that agreement being
satisfied.” MP Ex. ___ at Schedule 2 PUBLIC, Page 161 of 188 (Rudeck Direct).
Thus, MP must submit the ESA for Commission approval and the EEA depends upon
ESA approval.

Given that MP plans to submit both the FCA and ESA and that these
agreements potentially impact the cost allocated to ratepayers for MP’s proposed
500 kV transmission line relative to the 230 kV alternative, | conclude that Mr.

Kollen’s first recommendation is reasonable and | support his recommendation.

COST CAP

LPI witness Mr. Kollen’s second recommendation, at pages 3-4 of his direct
testimony, was that the Commission establish a cost cap in this proceeding. Do you
agree?

| recommend a modified version of Mr. Kollen’s recommendation. The Department

has typically addressed concerns regarding cost caps in the rider or rate case

Rakow Rebuttal / 2
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proceeding in which cost recovery from retail ratepayers is first requested. Thus,
there will be a subsequent cost recovery proceeding regarding MP’s proposal and it
may not be necessary to address cost caps at this time. However, the Department
certainly does not oppose making clear to MP the terms of their future cost recovery,
consistent with the Commission’s approach regarding cost recovery of projects in
other CNs: 1) MP would be limited to recover in riders only the amount of costs that
MP proposes in this proceeding 2) MP could request recovery of costs above the CN
amount only in a rate case, but 3) MP would have the burden of proof to show that
any such costs are prudent and why it would be reasonable to recover such costs
from ratepayers.

The Commission stated the purpose of this approach in a 2010 proceeding
(for example) regarding cost recovery of energy facilities owned by Northern States
Power, d/b/a Xcel Energy (Xcel) in Docket No. EO02/M-09-1083:

The Commission will allow Xcel to recover, through its RES rider,

only the costs up to the amounts of the initial estimates at the

time the projects are approved as eligible projects. No amounts

above what Xcel initially indicated the projects would cost will

be allowed to flow through the RES rider. Nor will additional

cost overruns be eligible for deferred accounting.

However, Xcel will be allowed to seek recovery, on a prospective

basis, of additional costs at the time of its next rate case, upon

a showing that it is reasonable to require ratepayers to pay for

any such additional costs. This approach allows Xcel to recover

the majority of the costs for projects eligible for RES rider

recovery promptly, while providing at least some incentive for
Xcel to minimize costs and help protect ratepayers.

Likewise, to give MP an incentive to minimize costs and to help protect ratepayers,
putting MP on notice in this proceeding about future cost recovery would be

reasonable.

Rakow Rebuttal / 3
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OTHER RECOMMENDATIONS
At pages 4-5 of his direct testimony LPI witness Mr. Kollen recommended that the
Commission:
e require MP to accrue AFUDC (allowance for funds used during
construction) rather than carrying charges during construction;
e authorize rate recovery for MP through a rider rather than base rates; and
e require MP to use revenues as the allocator for the costs in question.
Do you agree?
These issues are cost recovery details that do not need to be addressed at this time.

Thus, | recommend that the Commission take no action regarding these issues.

SUMMARY OF THE DEPARTMENT’'S RECOMMENDATIONS

Please summarize your recommendations to date.
Many of the recommendations in my direct testimony were for MP to provide
information in their rebuttal testimony, since | intend to examine that information.
Thus, at this time my recommendations are limited to the following. | recommend that
the Commission:

e order MP to use the Commission’s externality values in all certificate of
need petitions and put MP on notice that failure to do so would result in
such CN filings being found to be incomplete in the future;

e adopt Mr. Kollen’s recommendation that the Commission condition
approval of the CN upon Commission approval of MP’s 133 MW
Renewable Optimization Agreements (ROA) and the Facilities Construction

Agreement (FCA);

Rakow Rebuttal / 4
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e put MP on notice regarding future cost recovery that:
1) MP would be limited to recover in riders only the amount of costs
that MP proposes in this proceeding,
2) MP could request recovery of costs above the CN amount only in a
rate case, and
3) MP would have the burden of proof to show that any such costs are
prudent and why it would be reasonable to recover such costs from
ratepayers; and
e take no action at this time on AFUDC, rider vs. base rate recovery or rate

design.

[ll.  CONCLUSION

Q. Does this conclude your Rebuttal Testimony?

A.  Yes.

Rakow Rebuttal / 5
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