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Daniel P. Wolf

Executive Secretary

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

St. Paul, Minnesota 55101-2147

RE: Supplemental Response Comments of the Minnesota Department of Commerce, Division of
Energy Resources to the Minnesota Regulated Natural Gas Companies’ Additional Reply
Comments and the Office of the Attorney General’'s Comments
Docket No. G999/AA-14-580

Dear Mr. Wolf:

Attached please find the Minnesota Department of Commerce, Division of Energy Resources’
(Department or DOC) Supplemental Response Comments to the Additional Reply Comments of the
Minnesota regulated natural gas companies and the Office of the Attorney General’'s (OAG) initial
Comments. Specifically, the Department responds to Reply Comments from the following parties:

e The Office of the Attorney General - Residential Utilities and Antitrust Division, filed June
26, 2015;

Minnesota Energy Resources Corporation, filed July 6, 2015;

CenterPoint Energy, a division of CenterPoint Energy Resources Corp., filed July 6, 2015;
Northern States Power Company d/b/a Xcel Energy - Gas Utility, filed July 6, 2015; and
Great Plains Natural Gas Company, filed July 7, 2015.

The Department’s Supplemental Response Comments contain revisions to the recommendations
included in the Department’s Response Comments filed on June 24, 2015. For ease of reference,
the Department lists all of its final recommendations at the end of these Supplemental Response
Comments. The Department recommends that the Minnesota Public Utilities Commission
(Commission) adopt the DOC’s recommendations, as discussed in greater detail herein.

The Department is available to answer any questions the Commission may have.

Sincerely,

/s/ MICHELLE ST. PIERRE /s/ ANGELA BYRNE
Financial Analyst Financial Analyst
MS/AB/It
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SUPPLEMENTAL RESPONSE COMMENTS OF THE
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DIVISION OF ENERGY RESOURCES

DOCKET NoO. G999/ A A-14-580

l. BACKGROUND

On May 5, 2015, the Minnesota Department of Commerce, Division of Energy Resources
(Department or DOC) filed its Review of 2013-2014 Annual Automatic Adjustment Reports
(FYE14 AAA Report) with the Minnesota Public Utilities Commission (Commission) in the
present docket. Since May 5, 2015, each of the gas utilities filed Reply Comments (Initial
Reply). The Department filed Response Comments on June 24, 2015 (Response). The
Office of the Attorney General (OAG) filed Comments on June 26, 2015 (Comments). Below
is the Department’s Supplemental Response Comments to the four utilities that filed
Additional Reply Comments on July 6 and 71 and OAG’s initial Comments. Additionally, the
Department restates its recommendations and provides revised recommendations for
MERC and Xcel Gas.

Il. THE DOC’S RESPONSE TO ADDITIONAL REPLY COMMENTS

In its Response Comments, the Department provided revised recommendations, including a
request for the gas utilities to provide detailed curtailment information in future AAA
Reports. The Department discusses below specific issues concerning Xcel Gas and MERC,
as well as the curtailment issue as discussed by the OAG and the utilities.

A. XCEL GAS’ ADDITIONAL REPLY - GAS CAPACITY UTILIZATION PROGRAM

In its Response Comments, the Department recommended that the Commission approve
Xcel Gas’ Gas Capacity Utilization Program (Capacity Utilization Program) as a permanent
program. On the same day, Xcel Gas filed a Petition in Docket No. E,GO02/M-15-618

(Docket No. 15-618) for approval of a permanent extension of the gas capacity utilization

1 Minnesota Energy Resources Corporation (MERC), filed on July 6, 2015; CenterPoint Energy (CenterPoint
Energy or CPE), a division of CenterPoint Energy Resources Corp., filed July 6, 2015; Northern States Power
Company d/b/a Xcel Energy - Gas Utility (Xcel Gas), filed July 6, 2015; and Great Plains Natural Gas Company
(Great Plains), filed July 7, 2015.
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accounting treatment for its gas distribution and electric generation business units.2 Xcel
Gas also included its Petition from Docket No. 15-618 with its Additional Reply in the current
docket in order to give the Commission the ability to choose the best procedural option. The
Department suggests that the Commission address the Capacity Utilization Program in the
present docket for efficiency. As such, the Department provides below an analysis of Xcel's
request for a permanent extension to its Capacity Utilization Program.

The Department notes that in most aspects, Xcel Gas’ proposed permanent program is the
same as its pilot program. The Department responds to Xcel Gas’ program proposals below:

1. Capacity sharing impact on Interruptible customers

In its Petition, Xcel Gas proposed to identify capacity-sharing transactions executed to avoid
curtailing interruptible customer usage and allocate the costs of those transactions directly
to interruptible customers.3 Specifically, Xcel Gas stated that its “proposal is consistent with
how we currently handle capacity purchases from interstate pipelines to avoid curtailing
interruptible customer usage.”# Further, Xcel Gas proposed to continue using “the same
methodology to allocate costs to interruptible classes in the annual true-up filing” as
approved in Docket No. G999/AA-12-756, Order dated November 14, 2013.5 The
Department notes that in that docket, Order Paragraph 23 states “Xcel shall continue
assigning any interruptible capacity or overrun purchases associated with non-curtailment
days directly to the interruptible classes.”®

Additionally, the issue of the assignment of capacity costs to interruptible classes was vetted
in the program’s initial approval in Docket No. 09-852. The Commission’s February 18,
2010 Order Approving Program, with Modifications and Requiring Report stated that “NSP
Gas is not allowed to obtain additional capacity that would be used so interruptible
customers would not have to be curtailed, unless these capacity costs were directly
assigned to the interruptible classes.””’

Xcel Gas also proposed “to track and report two categories of capacity sharing transactions
- those used to not curtail interruptible customers and other transactions that benefit the
whole system.”® The DOC agrees with Xcel’s proposal and concludes that this accounting
and reporting would complement Xcel’s compliance report for the program. Therefore, the
Department recommends that the Commission require Xcel Gas to report the two categories
of capacity sharing transactions - those used to not curtail interruptible customers and
other transactions that benefit the whole system for the Capacity Utilization Program.

2 The initial three-year pilot was approved by the Commission in its Order dated February 18, 2010 in Docket
No. E,G002/M-09-852 (Docket No. 09-852).

3 Xcel Gas’ Additional Reply, page 7.

41d.

5d.

6 The FYE12 AAA Report.

7 Order paragraph 1 (c).

8 Xcel Gas’ Additional Reply, page 7.
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2. FERC Account 858

In its 2009 Capacity Utilization Program petition, Xcel Gas stated that it would create a
subaccount to FERC Account 858 to separately track and report the transactions.® Instead,
Xcel Gas found that, functionally, it needed to create subaccount 1050 in its own accounting
system (JD Edwards).10 The Department does not oppose this change since it appears to
be an effective solution.

3. Storage Netting and Storage Diversification

Regarding storage netting, Xcel Gas stated that in its 2009 Capacity Utilization Program
petition, it noted Xcel Gas’ intent to consolidate its Northern Natural gas (NNG) storage
contracts for its gas and electric companies and use NNG’s storage netting program.11 In
June 2010, the contracts were consolidated and Xcel Gas began using storage netting.
According to Xcel Gas, since the contracts were consolidated there is no need or benefit of
using storage diversion transactions.12 The Department does not oppose this change.

4.  Reporting
Regarding reporting, Xcel Gas stated the following:

We will continue to list each transaction along with a brief
description, quantities and cost, and specific accounting
entries. We would track recovery of the costs and the credits to
retail natural gas and electric customers through those
adjustments and related true-ups.

In addition we propose to track capacity sharing transactions
executed solely for the benefit of interruptible natural gas
customers, allocate the costs directly to interruptible natural
gas customers, and report on these transactions in the Gas
AAA.13

From the Department’s review of past compliances on the pilot program, Xcel Gas only
reported the gas side of the transactions in its compliance reports.14 The Department
concludes that Xcel Gas should show the electric as well as the gas transactions in its
annual reports. Therefore, the Department recommends that the Commission require Xcel
Gas to continue to report the transactions related to the Capacity Utilization Plan annually in
its AAA Report and include both the gas and electric transactions.

9 See Xcel Gas’ April 28, 2010 Compliance filing in Docket No. 09-852, Example 2.

10 Xcel Gas’ Additional Reply, page 8.

11 d.

12 Xcel Gas’ Additional Reply, page 9.

13 g,

14 The storage netting transactions were missing from Xcel Gas’ FYE14 AAA Report. On July 2, 2015,
Commission Staff issued an Information Request No. 1 to Xcel Gas to receive that information which Xcel Gas
provided on July 13.
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5. Recommendations for Gas Capacity Utilization Program

Based on its review of Xcel Gas’ Additional Reply Comments, the Department now
recommends that the Commission:

e approve Xcel Gas’ request for an extension to use the accounting treatment
under the Capacity Utilization Program in the five instances after the expiration of
the three-year pilot program;15

e approve Xcel Gas’ Gas Capacity Utilization Program as a permanent program;16

e require Xcel Gas to report the two categories of capacity sharing transactions -
those used to not curtail interruptible customers and other transactions that
benefit the whole system for the Capacity Utilization Program; and

e require Xcel Gas to continue to report the transactions related to the Capacity
Utilization Plan annually in its AAA Report and include both the gas and electric
transactions.

B. MERC’S REPLY COMMENTS - FARM TAP ERROR
1. MERC’s Proposal

In a June 25, 2015 telephone call, MERC alerted the Department about a settlement with
Northern Natural Gas (NNG) regarding a gas storage swap related to a discrepancy in the
amount of gas consumed and the amount delivered by MERC for its farm tap customers.
The Department requested that MERC provide the details of this settlement in its Additional
Reply.

In its Additional Reply regarding the farm tap error, MERC requested that the Commission:

e approve its proposal to correct the understatement of gas costs to the MERC-NNG
PGA system in MERC’s 2014 annual true-up by adjusting the FYE 2015 true-up
beginning balance used in the calculation of the FYE15 gas cost true-up factor;
and

e approve a variance to Minn. R. 7825.2700, subp. 7 for MERC’s FYE15 true up.1’

MERC also fully discussed:

MERC’s farm tap customers;

MERC and NNG’s obligations for metering and billing farm tap customers;
NNG’s storage/cash-out process;

MERC’s accounting treatment of the settlement transaction; and

the effect on Lost and Unaccounted for Gas (LUF).

15 This recommendation was made in the Department’s June 24, 2015 Response Comments.

16 |d.

17 MERC'’s Additional Reply, page 7. The Department notes that there are no page numbers on MERC'’s July 6
Reply.
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In sum, NNG determined that MERC’s customer usage on the NNG pipeline was more than
MERC’s delivery into the NNG pipeline. MERC settled the issue via a gas storage swap by
netting the farm tap’s short position of 658,349 Dth against the rest of the MERC-NNG PGA
system’s long position of 219,952 Dth which resulted in a net short imbalance of 366,397
Dth. NNG settled on applying the May storage weighted average cost of gas of $3.9155/Dth
to the net shortage (approximately $2,577,76618) plus withdrawal fees of approximately
$32,49919 ($0.0887/Dth x 366,397 Dth) for a total of $2,610,265 in commodity costs.
According to MERC, compared to a monthly cash out at the NNG market area rate or a
monthly withdrawal at the NNG storage weighted average cost of gas price, the storage
swap resulted “in significant overall cost savings relative to other alternatives.”20 The
Department agrees that the storage swap was a reasonable way to settle the issue.

2. Effecton LUF

MERC provided the accumulative effect2! on LUF for the 12 months ending June 2014 as
follows:22

Table 1: LUF Revisions

Initial LUF % Farm Tap Error % GLGT Error % Deer River Error %
(a) (b) (c) (d)
= (a) + farm tap = (b) + GLGT = (c) + Deer River
error error error
MERC-NNG -3.07% -0.99% -0.99% -0.72%
MERC-CON -1.15% -1.15% 0.95% -0.21%
Total -2.70% -1.02% -0.62% -0.62%

As shown in Table 1, MERC'’s revised/corrected LUF for the FYE14 was negative 0.72
percent for MERC-NNG and negative 0.21 percent for MERC-CON. In conclusion, MERC’s
revised/corrected LUF for FYE14 is more in line with the Department’s expectations for
MERC.

18 |f approved, the cost of this transaction will be included in the total of MERC’s May 2015 gas purchase costs
reported in MERC’s FYE15 true-up report.

19 According to a July 10, 2015 email from MERC, this fee is expected to be billed in July 2015 so that it will be
included in MERC’s FYE16 true-up report.

20 MERC’s Additional Reply, page 5.

21 Each error was added or subtracted from the previous percentages such that the percentages in column (d)
are the end result.

22 The volumes in MERC’s Additional Reply, Attachment 1 which shows the effect of the errors on LUF, are
lower than the total error volumes because some of the errors took place over a period greater than the 12-
month LUF period.
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3. Variance Request

MERC also requested a variance to correct the farm tap error through the 2015 true up.
MERC stated:

This proposal likely will require a variance from Minnesota Rule
7825.2700, Subpart 7, which requires that a true-up address
only costs and credits arising within the relevant reporting year.
MERC meets the requirements for a variance from this rule in
order to adjust its FYE15 true-up beginning balance as
described above. Minnesota Rule 7929.3200 provides that the
Commission shall grant a variance to its rules when it
determines that the following requirements are met:

A. Enforcement of the rule would impose an excessive

burden upon the applicant or others affected by the rule;

B. Granting the variance would not adversely affect the

public interest; and

C. Granting the variance would not conflict with

standards imposed by law.
All of these requirements are met here. First, strict
enforcement of the applicable rules, to the extent such
enforcement would be inconsistent with MERC’s proposal as
outlined above, would impose an excessive burden on MERC
and would require MERC to incur significant and unreasonable
costs. Second, the public interest would not be adversely
affected by granting the variance. Finally, MERC is not aware of
any legal standards that would be violated by granting a
variance in this case.23

The Department concludes that in the FYE13 AAA Report,24 a similar situation occurred.
MERC discovered an allocation error after the September 1, 2013 implementation of its
true-up adjustment factors. Since MERC’s FYE13 true-up adjustment was incorrect, MERC
requested that the Commission allow it to correct the misallocation of gas costs in its FYE14
AAA filing. In that case, the Commission granted MERC variances to:

23 MERC’s Additional Reply, page 6.
24 Docket No. G999/A- 13-600.
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e Minn. R. 7825.2920, subp. 225 (to adjust the FYE15 true-up balance);

e Minn. R. 7825.2700, subp. 726 (to address errors arising outside of the current
true-up period); and

e Minn. R. 7820.400027 (in a manner consistent with the variance approved to
Minn. R. 7825.2920, subp. 2).28

In the farm tap settlement, the unreported volumes were determined for the period January
1, 2014 through April 2015.2° Thus, the proposed FYE15 true-up adjustment to commodity
costs includes a six-month period (January 2014 through June 2014) prior to the FYE15
true-up period. Since the true-up addresses only costs and credits arising in the relevant
reporting year, the Department agrees that a variance to Minn. R. 7825.2700, subp. 7 is
necessary. The Department also believes that a variance to Minn. R. 7825.2920, subp. 2
and Minn. R. 7820.4000 are necessary. Based on MERC’s above reasons for the variance
to Minn. R. 7825.2700, subp. 7, the Department concludes that MERC has met all of the
requirements for these variances.

Therefore, the Department now recommends that the Commission grant MERC a variance to
Minn. Rules 7825.2920, subp. 2, 7825.2700, subp. 7, and 7820.4000 in a manner
consistent with the variance approved to Minn. R. 7825.2920, subp. 2 in order to adjust the
September 1, 2015 true-up balance for the farm tap customer error in payments to NNG.

The Department notes that MERC’s Deer River PGA system assignment error could also
require a variance to Minn. R. 7825.2920, subp. 2 in addition to the variance to Minn. R.
7825.2700, subp. 7 recommended by the Department in its Response Comments.
Therefore, the Department now recommends that the Commission grant MERC a variance to
Minn. Rules 7825.2700, subp. 7 and 7825.2920, subp. 2 (for the FYE15 true-up) for the
Deer River system PGA error.

25 Minn. R. 27825.2920, subp. 2 (Errors) states:

Errors made in adjustment must be refunded by check or credits to bills to
the consumer in an amount not to exceed the amount of the error plus
interest computed at the prime rate upon the order of the commission if (1)
the order is served within 90 days after the receipt of the filing defined in
part 7825.2900 or 7825.2910 or at the end of the next major rate
proceeding, whichever is later, and (2) the amount of the error is greater
than five percent of the corrected adjustment charge.

26 Minn. R. 27825.27000, subp. 7 (True-up amount) states:
The true-up amount is the difference between the commodity and demand
gas revenues by class collected by the utility and the actual commodity-
delivered gas cost and demand-delivered gas cost by class incurred by the
utility during the year. The true-up adjustment must be computed annually
for each class by dividing the true-up amount by the forecasted sales
volumes and applied to billings during the next 12-month period beginning
on September 1 each year, provided that the adjustment has been filed
under part 7825.2910, subpart 3.

27 The Billing Error Rule.

28 August 11, 2014 Order, Order Paragraph 10.

29 According to a July 10, 2015 email from MERC, the errors in reporting to NNG began approximately in March

2013 but NNG agreed to waive any inconsistencies or imbalances before January 2014.
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E. RESPONSE TO CURTAILMENTS

In its Response, the Department recommended that the Commission require GMG to file a
miscellaneous docket to update its tariff to include a $5.00 per therm curtailment penalty.
GMG did not file an extension or comments on July 6, 2015, so the Department assumes
GMG does not object to this recommendation.

The Department also recommended that the Commission require MERC, in its next general
rate case, to update its tariff from a $20/Dth curtailment penalty to a $50/Dth penalty. In
its Reply, MERC agreed to propose this tariff change in its upcoming rate case.

Finally, the Department recommended that all Minnesota regulated gas utilities provide
information on unauthorized gas use for the next three AAA Reports (2014-2015, 2015-
2016, and 2016-2017 reports). For each customer that did not comply with a called
interruption(s) during the heating season, the Department requests that the utility provide:

e the volume of gas consumed by the non-compliant customer during the
curtailment period;

e the specific commodity rate charged for the unauthorized gas used and how that
rate is determined;

e the financial penalty, if any, assessed by the utility on the customer. Please
include calculations in determining the penalty or penalties; and

e adiscussion about utility communications with each customer regarding non-
compliance with interruptions (excluding invoices).

In their Additional Replies, Great Plains, MERC, CenterPoint Energy, and Xcel Gas all agreed
to provide this information in future AAA Reports. The Department appreciates the
comments by the OAG, however, the Department does not modify its recommendations
related to curtailments at this time.

M. SUMMARY OF THE DEPARTMENT'S RECOMMENDATIONS

1. The Department continues to recommend that the Commission accept the FYE14
annual reports as filed by the gas utilities as being complete as to Minnesota Rules
7825.2390 through 7825.2920.

2. The Department continues to recommend that each utility that hedges (including
physical and financial) continue to provide a post-mortem analysis, in a format
similar to what was provided in this docket, in subsequent AAA filings.

3. The Department continues to recommend that the Commission require that all of the
utilities total the gas costs in its Contractor Main Strikes Report and also provide the
allocation of the gas costs credited to each class in its true up of commodity costs.
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4, The Department continues to recommend that all Minnesota regulated gas utilities
provide information on unauthorized gas use for the next three AAA Reports (2014-
2015, 2015-2016, and 2016-2017 reports). For each customer that did not comply
with a called interruption(s) during the heating season, the Department requests that
the utility provide:

e the volume of gas consumed by the non-compliant customer during the
curtailment period;

e the specific commodity rate charged for the unauthorized gas used and how
that rate is determined;

e the financial penalty, if any, assessed by the company on the customer.
Please include calculations in determining the penalty or penalties; and

e adiscussion about utility communication with each customer regarding non-
compliance with interruptions (excluding invoices).

5. Greater Minnesota

The Department continues to recommend that the Commission:

e accept GMG’s FYE14 true up as filed in Docket No. GO22/AA-14-728;30

e allow GMG to implement its true-up, as shown in DOC Attachment G5 of the
FYE14 AAA Report; and

e Require GMG to file a miscellaneous docket to update its tariff to include a
$5.00 per therm curtailment penalty.

6. Great Plains
The Department continues to recommend that the Commission:

e accept Great Plains’ FYE14 true-ups as filed in Docket No. GO04/AA-14-749;

e allow Great Plains to implement its true-ups, as shown in DOC Attachments
G6a and G6b of the FYE14 AAA Report; and

e describe and report each of the FYE14 corrections as a separate line item to
the beginning balance of the demand cost of gas in its September 1, 2015
true-up.

7. Interstate Gas
The Department continues to recommend that the Commission:

e accept Interstate Gas’ FYE14 true-up filing in Docket No. GO01/AA-14-742;
and

30 The Department corrected the company number erroneously listed as GOO1 in the Summary of the
Department’s Recommendations section of the FYE14 AAA Report.
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8. MERC

allow Interstate Gas to implement its true-up, as shown in Department
Attachment G7 of the FYE14 AAA Report.

The Department now recommends that the Commission:

accept MERC-NNG’s FYE14 true-up as filed in Docket No. GO11/AA-14-755;
allow MERC-NNG to implement its true-up, as shown in Department
Attachment G8 of the FYE14 AAA Report;

accept MERC-Consolidated’s FYE14 true-up as filed in Docket No. GO11/AA-
14-754;

allow MERC-Consolidated to implement its true-up, as shown in Department
Attachment G9 of the FYE14 AAA Report;

require MERC to request that its auditor include as part of the true-up audit,
the allocations between PGA systems;

require MERC to provide its meter testing results on a calendar year basis
starting with the year 2014;

allow MERC to adjust the September 1, 2015 true-up balance for its MERC-
NNG classes that were undercharged due to the system assignment error by
MERC;

allow MERC to adjust the September 1, 2015 true-up balance for its MERC-
CON classes that were overcharged the system assignment error by MERC;
grant MERC a variance to Minn. R. 7825.2700, subp. 7 and Minn. R
7825.2920, subp. 2 (for the FYE15 true-up) for the Deer River system PGA
error;

require MERC, in its next general rate case, to update its tariff from a $20 per
dekatherm curtailment penalty to a $50 per dekatherm penalty;

require MERC, in its next general rate case, to update its Transportation-for-
Resale tariff to clarify that the end-use customers for this service are firm
customers and cannot be interrupted; and

grant MERC a variance to Minn. R. 7825.2920, subp. 2, Minn. R. 7825.2700,
subp. 7, Minn. R. 7820.4000 in a manner consistent with the variance
approved to Minn. R. 7825.2920, subp. 2 in order to adjust the September 1,
2015 true-up balance for the farm tap customer error in payments to NNG.

9. CenterPoint Energy

The Department continues to recommend that the Commission:

accept CenterPoint Energy’s FYE14 true-up, Docket No. GOO8/AA-14-752; and
allow CenterPoint Energy to implement its true-up, as shown in Department
Attachment G10 of the FYE14 AAA Report.
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10.

/It

Xcel Gas

The Department now recommends that the Commission:

accept Xcel Gas’ FYE14 true-up, Docket No. GOO2/AA-14-736;

allow Xcel Gas to implement its true-up, as shown in Department Attachment
G11 of the FYE14 AAA Report;

approve Xcel Gas’ request for an extension to use the accounting treatment
under the Capacity Utilization Program in the five instances after the
expiration of the three-year pilot program;

approve Xcel Gas’ Capacity Utilization Program as a permanent program;
require Xcel Gas to report the two categories of capacity sharing transactions
- those used to not curtail interruptible customers and other transactions that
benefit the whole system for the Capacity Utilization Program; and

require Xcel Gas to continue to report the on the transactions related to the
Capacity Utilization Plan annually in its AAA Report and include both the gas
and electric transactions.
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