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In the Matter of a Petition by United Natural Gas LLC (UNG) for approval of its Request for a 

Small Gas Utility Franchise Exemption 

 

The above entitled matter has been considered by the Commission and the following disposition 

made: 

 

1. Approved UNG’s request for an exemption from the requirements of Minn. Stat. § 

216B.16, subd. 12 for service provided within the borders of the municipalities listed 

in the petition, and for incidental service outside the borders of the municipalities it 

serves, as listed in the petition. 

 

2. Clarified that UNG is subject to statutory reporting requirements, including: 

 

 annual Cold Weather Rule, in Minn. Stat. § 216B.096. subd.11 and Minn. 

Stat. § 216B.16, subd. 12(c);  

 notice to cities of utility disconnection, in Minn. Stat. § 216B.0976; 

 residential customer protections, in Minn. Stat § 216B.098; 

 annual tariff updates with municipally-approved rates, in Minn. Stat. § 

216B.16, subd. 12(c); 

 any subsequent changes in rates, tariffs, and contracts for service outside the 

municipalities at least 30 days in advance of implementation; and 

 notification to the Commission should its customer base expand beyond the 

2,000 customer threshold. 

 

3. Required UNG to submit its revised tariff book with the Department’s and PUC 

staff’s changes in a compliance filing, plus  more detailed maps for areas between 

Courtland and Lafayette with detail down to the street level, within 10 days of order. 

 

  



4. Clarified that the Commission’s approval is limited to this docket and that any future 

decisions involving interpretation of the term incidental service in Minn. Stat. § 

216B.16, subd. 12(b) will be made on a case by case basis.  

 

5. Accepted UNG’s agreement to provide a compliance filing regarding the quantity 

and quality of service to UNG customers outside of the municipalities after one year 

of providing service. The compliance filing shall provide the Commission and the 

Department with the following information: 

 

A. notice when service to the first customer outside the municipalities 

commences; 

B. one year from the above date, the number of customers having received or 

receiving services outside of the municipalities along with their rate class and 

in-service date; 

C. one year from the above date, the total number of customers in each class, 

whether they are within or outside the municipalities, and the total volume of 

gas received by each class, broken down between customers within the 

municipalities and outside the municipalities; 

D. one year from the above date a forecast of the information provided in 

subpart C; 

E. one year from the above date, a summary of all complaints submitted orally 

or in writing by customers outside the municipalities along with a description 

of the resolution or status of those complaints 

 

6. The Commission will review the UNG/Brownton and UNG/UGS agreements in 

Docket G-6960/16-317 and not in this docket. 

 

 

The Commission agrees with and adopts the recommendations of the Department of Commerce, 

as modified herein, which are attached and hereby incorporated into the Order. The Order shall 

become effective immediately. 

 

 BY ORDER OF THE COMMISSION 

 

 

 

 Daniel P. Wolf 

 Executive Secretary 

 

 

This document can be made available in alternative formats (e.g., large print or audio) by calling 

651.296.0406 (voice). Persons with hearing loss or speech disabilities may call us through their 

preferred Telecommunications Relay Service. 



 
 
 
 
April 7, 2016 
 
 
Daniel P. Wolf 
Executive Secretary 
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
St. Paul, Minnesota 55101-2147 
 
RE: Comments of the Minnesota Department of Commerce, Division of Energy Resources 

Docket No. G6960/M-16-214 
 
Dear Mr. Wolf: 
 
Attached are the Comments of the Minnesota Department of Commerce, Division of Energy 
Resources (Department or DOC), in the following matter: 
 

Petition of United Natural Gas LLC for Exemption for Small Gas Utility Franchise. 
 

The Petition was filed on March 8, 2016 by: 
 

Joel Dahlgren 
United Natural Gas LLC 
705 East 4th Street 
Winthrop, Minnesota 56396 

 
As discussed in the attached Comments, the Department is requesting that United Natural 
Gas LLC (UNG) provide additional information in its Reply Comments.  The DOC will develop 
its final recommendations after it has had the opportunity to review UNG’s Reply Comments.  
The Department is available to answer any questions that the Minnesota Public Utilities 
Commission may have. 
 
Sincerely, 
 
 
 
/s/ JOHN KUNDERT 
Financial Analyst 
 
JK/ja 
Attachment



 

 
 

 
BEFORE THE MINNESOTA PUBLIC UTILITIES COMMISSION 

 
COMMENTS OF THE 

MINNESOTA DEPARTMENT OF COMMERCE 
DIVISION OF ENERGY RESOURCES 

 
DOCKET NO. G6960/M-16-214 

 
 
 
I. SUMMARY OF THE UTILITY’S PROPOSAL 
 
On March 8, 2016, United Natural Gas LLC (UNG or United) filed a Petition for approval by 
the Minnesota Public Utilities Commission (Commission) of an exemption as a small gas 
utility franchise from the requirements of Minn. Stat. § 216B.16, subd. 12 (a) for service 
provided to the cities of Lafayette and Courtland, Minnesota (the Municipalities).  United 
stated that the Municipalities’ respective city councils had approved franchise agreements 
that request the Commission approve such an exemption. To the extent necessary, UNG 
also requested an exemption for incidental natural gas distribution service to the rural areas 
outside of the borders of the Municipalities it will serve. United’s facilities are, or will be, 
located in McLeod and Nicollet Counties. 
 
United included three attachments to its Petition. 
 

• Attachment A included the “Ordinances, Franchise Agreements and Gas Rate 
Exemption Resolutions” for each city.1  

• Attachment B provided system maps of the project.  
• Attachment C included a copy of its tariff or “Rates and Rule” book. 

 
 
II. THE DEPARTMENT ANALYSIS 
 
A. BACKGROUND 
 
United Natural Gas LLC is a wholly owned for-profit subsidiary of United Farmer’s 
Cooperative (UFC).  UFC is apparently a cooperative association organized and existing   

                                                 
1 Attachment A’s title is not technically correct in that it does not appear that the Municipalities’ city councils 
passed specific resolutions requesting the Commission approve an exemption from state rate regulation for 
UNG. 
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under the laws of Minnesota (Minn. Stat. Chapter 308A).  According to information provided 
in the Petition, UFC provides a wide range of services to its members and other individuals in 
the area around Lafayette.2  Both UNG and UFC have their principal place of business 
located in Winthrop, Minnesota.   
 
In its Petition, UNG explained how the development of the proposed distribution systems 
occurred:  
 

UNG was formed initially in 2012 to deliver natural gas to 
United Farmers Cooperative’s new grain facility and grain dryer 
located outside of Brownton, Minnesota.[3]  . . .  So in 2014 
UFC’s Vice President of Energy approached the City of Courtland 
to inquire whether the City [of Courtland] was interested in 
creating development of a natural gas distribution system for its 
residents and businesses in Courtland.  Subsequently, in 2015 
UFC’s management was contacted by Greater Minnesota 
Transmission, LLC (“GMT”) after GMT’s management 
approached the City of Courtland about the same thing. 
 
Lafayette is the ancestral home of UFC.  When the City’s 
residents expressed interest in natural gas, UFC naturally 
expressed interest in developing a natural gas distribution 
system there as well.[4]   

 
B. STATUTORY REQUIREMENTS FOR SMALL GAS UTILITY FRANCHISE EXEMPTION 
 
Minnesota Statute § 216B.02, subd. 4 states: 
 

“Public utility” means persons, corporations, or other legal 
entities, their lessees, trustees, and receivers, now or hereafter 
operating, maintaining, or controlling in this state equipment or 
facilities for furnishing at retail natural, manufactured, or mixed 
gas or electric service to or for the public or engaged in the 
production and retail sale thereof….  In addition, the provisions 
of this chapter shall not apply to a public utility whose total 
natural gas business consists of supplying natural,   

                                                 
2 Specifically, “UFC provides refined petroleum and L.P. Gas, agronomy products and services, manufactures 
animal nutrition feed products, markets grain, owns and operates convenience stores in half a dozen 
Minnesota communities, owns and operates an ACE affiliated hardware store, an Arctic Cat power sports 
division and an Exmark lawn mower dealership.”  Petition at page 3. 
3 The Department’s Energy Facility Permitting staff and the Commission reviewed and approved UFC’s request 
for approval of an “Information Book for Owners and Tenants of Property along the Brownton Natural Gas 
Pipeline Route in McLeod County, Minnesota” in Docket No. PL-6889/PL-12-250. 
4 Petition at page 2. 
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manufactured, or mixed gas to not more than 650 customers 
within a city pursuant to a franchise granted by the city, 
provided a resolution of the city council requesting exemption 
from the regulation is filed with the commission. [Emphasis 
added.] 

 
Viewed in isolation, this statutory language could be interpreted such that UNG would be 
considered exempt from the legal requirements included in Chapter 216B and by extension, 
from Commission regulation.   
 
Minnesota Statute Chapter 216B contains some additional language that is germane to this 
topic.  
 
Minnesota Statute § 216B.16, subd. 12 (a) states: 
 

A municipality may file with the Commission a resolution of its 
governing body requesting exemption from the provisions of this 
section for a public utility that is under a franchise with the 
municipality to supply natural, manufactured, or mixed gas and 
that serves 650 or fewer customers in the municipality as long 
as the public utility serves no more than 2,000 customers. 

 
This statutory language reiterates the 650-customers-within-a-municipality threshold 
included in the definition of public utility and then adds a limiting criterion of 2,000 total 
customers.  A conservative reading of the two statutes would lead to the conclusion that 
both criteria need to be met in order for the Commission to grant an exemption. 
 
Additionally, Minnesota Statute § 216B.16, subd. 12 (b) states: 
 

The commission shall grant an exemption from this section for 
that portion of a public utility’s business that is requested by 
each municipality it serves. Furthermore, the commission shall 
also grant the public utility an exemption from this section for 
any service provided outside of a municipality’s border that is 
considered by the commission to be incidental.  The public 
utility shall file with the commission and the department all 
initial and subsequent changes in rates, tariffs, and contracts 
for service outside the municipality at least 30 days in advance 
of implementation. 

 
This section of Chapter 216B adds a layer of complexity by indicating that a public utility 
may be granted exemption only for the portion of its business within each municipality, 
unless the service provided outside each municipality is considered to be incidental, in 
which case all of the public utility’s business is exempt from rate regulation.  It appears that   
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Minnesota Statute § 216B.02, subd. 4 (existing since 1981) did not contemplate the 
possibility that a public utility may serve more than one municipality;5 thus, further 
refinements were made to the statutory language regarding small gas utility exemptions,  
Chronologically, the initial sentence in Minnesota Statute § 216B.16, subd. 12 (b) became 
law in 1991.  The rest of the passage became law in 1995, as did subpart (d). 
 
Minnesota Statute § 216B.16, subd. 12 (c) through (e) state: 
 

(c) However, the commission shall require the utility to adopt 
the commission’s policies and procedures governing 
disconnection during cold weather.  The utility shall annually 
submit a copy of its municipally approved rates to the 
commission. 
(d) In all cases covered by this subdivision in which an 
exemption for service outside of a municipality is granted, the 
commission may initiate an investigation under section 
216B.17, on its own motion or upon complaint from a 
customer. 
(e) If a municipality files with the commission a resolution of its 
governing body rescinding the request for exemption, the 
commission shall regulate the public utility’s business in that 
municipality under this section. 

 
The language in Minnesota Statute § 216B.16, subd. 12 subparts (c) and (e) originally 
became law in 1991.  They were re-numbered as part of the statutory changes enacted in 
1995.   
 
The Minnesota Department of Commerce, Division of Energy Resources (Department or 
DOC) provides the following analysis regarding the statutory requirements for small gas 
utility franchise exemptions, and whether UNG’s tariff conforms to the remaining statutory 
requirements.  The Department also discusses an unanticipated issue regarding UNG’s 
agreement with the City of Brownton. 
 
C. ANALYSIS OF THE PROPOSED EXEMPTION FROM PUC REGULATION OF NATURAL 

GAS RATES 
 
Regarding the number of customers, the Department asked a number of information 
requests to determine the composition of UNG’s potential customer base.  In response to 
DOC Information Request No. 2, the Company stated that the maximum number of   

                                                 
5 As the Commission staff noted in footnote 2 on page 4 of its briefing papers in Docket No. G6915/M-13-672 
(In the Matter of the Petition of Dooley’s Natural Gas LLC for Exemption for Small Gas Utility), “Trying to read 
these statutes together could arguably result in a contradiction, unless one interprets the former to apply only 
to a gas utility who services only one city and has 650 or fewer customers in total.” 
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customers that could receive service in Lafayette and Courtland are 225 and 325 
respectively.6  Table 1 below summarizes the information provided in UNG’s response to 
DOC Information Request No. 2 and a 2010 population estimate from the Minnesota State 
Demographer:  
 

Table 1 – Summary of Expected Number of Customers and Population for 
Courtland and Lafayette 

 
City Date of Ordinance Expected Number of 

Customers* 
Population** 

Courtland December 15, 2015 <500 609 

Lafayette December 14, 2015 <500 485 

Immediate 
Surrounding Areas 

 21 N/A 

Total  483 1,094 
*Source:  DOC Information Request Response #2 
**Source:  League of Minnesota Cities http://lmc.org 

 
As indicated above, a natural gas business with 650 or fewer customers within a city and 
operating pursuant to a franchise granted by the city may request exemption from rate 
regulation if a resolution from the city is provided supporting the exemption request. The city 
councils of Lafayette and Courtland signed ordinances granting UNG a 10-year franchise to 
operate, repair and maintain a natural gas distribution system within each city’s limits.7   
 
Section 2.3 in Ordinance No. 15-102 for the City of Courtland and Section 2.3 in Ordinance 
No. 117 are both titled “Service and Gas Rates” and state: 
 

The service to be provided and the rates to be charged by the 
Company for gas service in the City are subject to the 
jurisdiction of a local Utilities Board of which the City shall 
assign one representative to represent the City or any 
succeeding regulatory authority assigned by law or 
regulation.  The City further agrees to provide a request to the 
Minnesota Public Utilities Commission requesting Company be 
exempt from State Rate Regulation and subject to Local 
Jurisdiction. [Emphasis added.] 

  

                                                 
6 A copy of this information request is included in Attachment 1 to these comments. 
7 Copies of those Ordinances and the Franchise Agreements for both communities are included in Attachment 
A to the Petition. 

http://lmc.org/
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Attachment A to the Petition included letters to the Commission from each of the mayors of 
the two Municipalities indicating their support for the Franchise Agreements and requesting 
that the “necessary state approvals” be granted so that natural gas service can be brought 
to their communities.   
 
The Company’s position in this matter appears to be that the combination of the language 
included in the respective ordinances and the subsequent letters from the respective 
mayors fulfill the statutory requirement pertaining to  the resolutions required by Minnesota 
Statute §§ 216B.16, subd. 12 (a) and 216B.02, subd. 4.  The Department presumes that, 
rather than rescind a resolution requesting exemption as contemplated by Minnesota 
Statute § 216B.16, subd. 12 (e), either or both of the Municipalities could petition the 
Commission at some point in the future if exemption is no longer supported. 
 
However, the Department notes that the combination of the language included in the 
ordinances and the mayors’ letters do not technically fulfill the statutory requirements 
referenced earlier.  The Department requests that UNG address this issue in its Reply 
Comments.  Specifically, the Department would like to know whether it would be 
practicable for UNG to provide resolutions supporting the Petition consistent with the 
statute prior to the Commission’s meeting on this issue. 
 
During the course of its review of the intrastate pipeline that will serve UNG’s proposed 
natural gas local distribution companies in Courtland and Lafayette in Docket No. 
PL6580/M-15-1041, Commission staff identified a concern regarding the extent of UNG’s 
forecasted annual throughput that would be delivered to customers located outside of the 
Municipalities’ boundaries.  Given the language in Minn. Stat. § 216B.16, subd. 12 (b), this 
forecasted usage would be defined or classified as incidental.  It appeared that Commission 
staff’s concern was due in part to the fact that the percentage of UNG’s annual throughput 
classified as incidental was in excess of 35 percent of its total forecasted annual 
throughput.  Table 2 summarizes this information. 
 
Table 2 – Comparison of Forecasted Load and Number of Customers Classified as Located 

Within and Outside the Municipalities Boundaries (in Percentage) 
 
Location Customers Design Day Demand 

(Dkt/day) 
Percentage of 
Annual Throughput 
(Annual Dkt) 

Within Municipal 
Boundaries 

95.7% 75.4% 61.9% 

Outside of Municipal 
Boundaries (Incidental) 

4.3% 24.6% 38.1% 

Total 100.0% 100.0% 100.0% 
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The Department’s estimate is that initially over 95 percent of the customers will be located 
within the Municipalities and that those same customers will be responsible for over 75 
percent of UNG’s design-day requirements.  The DOC’s estimate for annual throughput for 
customers located outside of the Municipalities (i.e. incidental load) is 38 percent.  When 
placed in the context of the number of customers and the design-day requirements, the 
Department believes that this level of annual throughput could reasonably be considered 
incidental.   
 
The Department concludes that, with the exception of the requirement that a resolution of 
the city council of the municipality to be served by the public utility requesting exemption 
from regulation be filed with the Commission, UNG’s service to the Municipalities, including 
incidental customers located outside of the Municipalities, can be considered exempt from 
rate regulation. 
 
D. UNG’S PROPOSED TARIFF 
 
Should the Commission grant UNG’s exemption request, the Department notes that the 
utility will remain subject to certain statutory requirements, as more fully discussed below.  
As noted previously, UNG included a 47-page proposed tariff in Attachment C of its Petition.  
The Department reviewed this document in light of Minnesota statutes and Commission 
precedent. 
 
The first issue reviewed relates to the extension of certain consumer protections to UNG’s 
potential ratepayers.  Minnesota Statute § 216B.16, subd. 12 (c) indicates that a small gas 
utility exemption does not exempt the utility from the Cold Weather Rule requirements: 
 

However, the commission shall require the utility to adopt the 
commission’s policies and procedures governing disconnection 
during cold weather. The utility shall annually submit a copy of 
its municipally approved rates to the commission.   
 

Section 25 of the Company’s proposed tariff addresses this requirement. The language 
included in this section is consistent with that previously approved for other local gas 
distribution companies serving Minnesota.  The Department concludes that UNG’s proposed 
tariff complies with the statutory requirements regarding disconnection during cold weather.  
The DOC’s only suggested edit is that the Company correct the current references to Section 
24 in this portion of the tariff to Section 25 so that the language is consistent with the 
number included in the Section’s heading. 
 
Regarding the annual reporting requirement noted in Minnesota Statute § 216B.16, subd. 
12 (c), the Department would ask that UNG recognize this statutory requirement in its Reply 
Comments so as to minimize the risk associated of non-compliance with this reporting 
requirement. 
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Commission precedent regarding the extension of consumer protections to an exempt small 
natural gas utility’s ratepayers can be found in the Commission’s January 7, 2014 Order 
Granting Small Gas Utility Franchise Exemption Under Minn. Stat § 216B.16, Subd. 12 for 
Dooley’s Natural Gas (DNG) in Docket No. G6915/M-13-672.  In its Order, the Commission 
clarified that while DNG had been exempted from rate regulation, it remained subject to 
various other statutory provisions under Commission jurisdiction, including but not limited to 
the following:  
 

• Minn. Stat § 216B.096 – Cold Weather Rule (previously discussed) 
• Minn. Stat § 216B.0976 – Notice to Cities of Utility Disconnection 
• Minn. Stat § 216B.098 – Residential Customer Protections 

 
Minnesota Statute § 216B.0976  states: 

 
Subdivision 1.  Notice required. 
Notwithstanding section 13.685 or any other law or 
administrative rule to the contrary, a public utility, cooperative 
electric association, or municipal utility must provide notice to a 
statutory city or home rule charter city, as prescribed by this 
section, of disconnection of a customer's gas or electric service. 
Upon written request from a city, on October 15 and November 
1 of each year, or the next business day if that date falls on a 
Saturday or Sunday, a report must be made available to the city 
of the address of properties currently disconnected and the 
date of the disconnection. Upon written request from a city, 
between October 15 and April 15, daily reports must be made 
available of the address and date of any newly disconnected 
properties. 
 
A city provided notice under this section must provide the 
information on disconnection to the police and fire departments 
of the city within three business days of receipt of the notice. 
 
For the purpose of this section, "disconnection" means a 
cessation of services initiated by the public utility, cooperative 
electric association, or municipal utility that affects the primary 
heat source of a residence and service is not reconnected 
within 24 hours. 
 
Subd. 2.Data. 
Data on customers that are provided to cities under subdivision 
1 are private data on individuals or nonpublic data, as defined 
in section 13.02. 

  

https://www.revisor.mn.gov/statutes/?id=13.685
https://www.revisor.mn.gov/statutes/?id=13.02
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UNG has included the statutory language referenced verbatim in its proposed tariff.  
Consequently, the Department concludes that the Company’s tariff complies with this 
requirement. 

 
Minnesota Statute § 216B.098, subd. 2 through 5 states: 

 
Subd. 2.  Budget billing plans. 
A utility shall offer a customer a budget billing plan for payment 
of charges for service, including adequate notice to customers 
prior to changing budget payment amounts. Municipal utilities 
having 3,000 or fewer customers are exempt from this 
requirement. Municipal utilities having more than 3,000 
customers shall implement this requirement before July 1, 
2003. 
 
Subd. 3.  Payment agreements. 
A utility shall offer a payment agreement for the payment of 
arrears. Payment agreements must consider a customer's 
financial circumstances and any extenuating circumstances of 
the household. No additional service deposit may be charged as 
a consideration to continue service to a customer who has 
entered and is reasonably on time under an accepted payment 
agreement. 
 
Subd. 4.  Undercharges. 
(a) A utility shall offer a payment agreement to customers who 
have been undercharged if no culpable conduct by the 
customer or resident of the customer's household caused the 
undercharge. The agreement must cover a period equal to the 
time over which the undercharge occurred or a different time 
period that is mutually agreeable to the customer and the 
utility, except that the duration of a payment agreement offered 
by a utility to a customer whose household income is at or 
below 50 percent of state median household income must 
consider the financial circumstances of the customer's 
household. 
(b) No interest or delinquency fee may be charged as part of an 
undercharge agreement under this subdivision. 
(c) If a customer inquiry or complaint results in the utility's 
discovery of the undercharge, the utility may bill for 
undercharges incurred after the date of the inquiry or complaint 
only if the utility began investigating the inquiry or complaint 
within a reasonable time after when it was made. 
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Subd. 5.  Medically necessary equipment. 
(a) A utility shall reconnect or continue service to a customer's 
residence where a medical emergency exists or where medical 
equipment requiring electricity necessary to sustain life is in 
use, provided that the utility receives written certification, or 
initial certification by telephone and written certification within 
five business days, that failure to reconnect or continue service 
will impair or threaten the health or safety of a resident of the 
customer's household. 
(b) Certification of the necessity for service is required. 
Certification may be provided by: 
(1) a licensed medical doctor; 
(2) a licensed physician assistant; 
(3) an advanced practice registered nurse, as defined in section 
148.171; or 
(4) a registered nurse, but only to the extent of verifying the 
current diagnosis or prescriptions made by a licensed medical 
doctor for the customer or member of the customer's 
household. 
(c) Except as provided in paragraph (d), a certification may not 
extend beyond six months from the date of written certification. 
(d) If a utility determines that a longer certification is 
appropriate given a particular customer's circumstances, the 
utility may, at its sole discretion, extend the duration of a 
certification for up to 12 months. 
(e) A certification may be renewed, provided that the renewal 
complies with this subdivision. A certification may be renewed 
by the same or another medical professional who meets the 
qualifications of paragraph (b). 
(f) A customer whose account is in arrears must contact and 
enter into a payment agreement with the utility. The payment 
agreement must consider a customer's financial circumstances 
and any extenuating circumstances of the household. The 
payment agreement may, at the discretion of the utility, contain 
a provision by which the utility forgives all or a portion of the 
amount in which the account is in arrears, which, if 
implemented, extinguishes individual liability for the amount 
forgiven. 

 
UNG’s proposed tariff appears to comply with all the requirements of subdivisions 2, 3, 4 
and 5.  
  

https://www.revisor.mn.gov/statutes/?id=148.171
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Additionally, the Commission stated in its Order: 
 

Under state law, DNG continues to be responsible to submit the 
following to the Commission: 
 
• Annual Cold Weather Rule reports as required under Minn. 

Stat. § 216B.096, Subd. 11; 
• Annual tariff updates with municipally approved rates to the 

Commission (Minn. Stat. § 216B.16, Subd. 12 (c)); and 
• Any subsequent changes in rates, tariffs and contracts for 

service outside the municipalities at least 30 days in 
advance of implementation. 

 
Similar to the Commission’s Order in the DNG proceeding, the Commission may wish to 
state in its Order that UNG has an affirmative duty to inform the Commission should its 
customer base expand beyond the 2,000 customer threshold. 
 

In conclusion, the Department’s review indicates that UNG’s proposed tariff complies with 
the requirements of: 

 
• Minn. Stat §§ 2126B.16, subd. 12(c) and 216B.096 – Cold Weather Rule 
• Minn. Stat § 216B.0976 – Notice to Cities of Utility Disconnection 
• Minn. Stat § 216B.098 – Residential Customer Protections 
 

The Department requests that UNG confirm its understanding of the following future filing 
requirements: 

 
• Annual Cold Weather Rule reports as required under Minn. Stat. § 216B.096, 

subd. 11; 
• Annual tariff updates with municipally approved rates to the Commission (Minn. 

Stat. § 216B.16, subd. 12 (c)); 
• Any subsequent changes in rates, tariffs and contracts for service outside the 

municipalities at least 30 days in advance of implementation; and 
• Notify the Commission should customer base expand beyond the 2,000 customer 

threshold. 
 

The Department’s review of the information UNG provided in its Petition identified another 
issue that is not contained within the scope of the Company’s proposal.  This issue concerns 
the legal status of a pipeline UNG constructed in 2012 to serve one of its facilities. 
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E. BROWNTON NATURAL GAS PIPELINE DOCKET NO. IP-6889/PL-12-250 

 
On March 30, 2012, UNG filed an “Information Book for Owners and Tenants of Property 
along the Brownton Natural Gas Pipeline Route in McLeod County, Minnesota.  As the 
Company explained in its filing: 

 
Installation of the proposed Brownton Natural Gas Pipeline is 
necessary to provide a source of natural gas to the United Grain 
Systems, LLC (UGS) grain facility and Brownton area businesses 
and community.  The pipeline will be connected to the 
Hutchinson Utilities natural gas line and UNG will be able to 
purchase up to 5000 MCF [million cubic feet] per day.  The UGS 
grain facility for the months of October through December in a 
normal crop drying year will use 2000 MCF per day.  The 
pipeline will provide the natural gas required to operate the UGS 
facility and therefore is an essential component to the 
operations of that facility.  Additional benefits could include 
services to the town of Brownton.   

 
On May 16, 2012 the Commission issued an Order approving the Information Book.  A copy 
of that document is included as Attachment 2 to these comments. 
 
In its Petition in this docket, the Company referenced the Brownton facility.  Apparently the 
City of Brownton (City) was able to locate an adequate amount of bonding authority to 
construct a natural gas local distribution company (LDC) and provide natural gas service as 
a municipality beginning in 2013.8   

 
UNG mentioned that it had concluded an agreement with the City to transport natural gas 
over its (UNG’s) facility for consumption by the City’s natural gas customers in 2013 in the 
instant docket. 
 
The Department believes that as a result of the execution of the agreement between UNG 
and the City under which UNG transported natural gas purchased and consumed by the City 
(i.e. a third-party), UNG effectively became an intrastate pipeline under Minnesota law.   
 
In support of this position the Department references Minn. Stat. §216B.045, subd. 1 which 
states: 
 

For the purposes of this section “intrastate pipeline” means a 
pipeline wholly within the state of Minnesota which transports 
or delivers natural gas received from another person at a point 
inside or at the border of the state, which is delivered at a point   

                                                 
8 www.mmua.org/about/about-mns-municipal-utilities 
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within the state to another, provided that all the natural gas is 
consumed within the state.  An intrastate pipeline does not 
include a pipeline owned or operated by a public utility, unless a 
public utility files a petition requesting that a pipeline or a 
portion of a pipeline be classified as an intrastate  

 
The Department’s understanding at this juncture is; 
 

1) UNG takes possession of the natural gas purchased by the City of Brownton at 
UNG’s receipt point with the Hutchinson Utilities natural gas pipeline. 

2) UNG then transports this natural gas over its pipeline. 
3) UNG then delivers this natural gas to City of Brownton.   
4) All the natural gas delivered to City of Brownton’s natural gas utility appears to be 

consumed within the state.9   
 
The Department is concerned that UNG may not have recognized its statutory responsibility 
to request Commission approval of the contract it concluded in 2013 with the City of 
Brownton.10  That said, the Department also recognizes that the review and resolution of 
this issue need not impact the Company’s current request before the Commission regarding 
the provision of local distribution service to the municipalities of Courtland and Lafayette if 
UNG is willing to commit to filing a petition that addresses the regulatory status of its 
contract for transportation service with the City of Brownton within a reasonable time period.  
Consequently, the Department asks that UNG address this issue in its Reply Comments.   
 
F. PROCEDURAL ISSUES 
 
Minnesota Rule 7829.1200 allows for an informal or expedited proceeding.  Minnesota Rule 
7829.1300 delineates the requirements or a miscellaneous tariff filing.  UNG’s March 8, 
2016 filing did not include all the information listed as required in Minn. Rule 7829.1300.  
The Department asked UNG for the information listed under Minn. Rule 7829.1300, subp. 
(4) in DOC Information Request No. 1.  United provided that information and it is included as 
Attachment 3 to these comments. 
 
While the Department recognizes that there is a basis for rejecting UNG’s initial filing in that 
it did not contain the information required in the applicable rule, the Department believes 
United’s efforts in support of this Petition are sufficient to allow the filing to be considered in 
compliance with the appropriate rules and statutes.  The Department notes that UNG met 
with Commission and Department staff prior to initiating the filing at Commission staff’s   
                                                 
9 The Department also notes that in 2013 when UNG initiated this contract, it did not qualify for the exemption 
from the definition of an intrastate pipeline delineated in the last sentence of the Minn. Stat. §216B.045, 
subd. 1 due to the fact that it did not provide retail utility service at that time.  Rather, UNG provided (and 
continues to provide) “wholesale” utility service under that agreement. 
10 Minnesota Statute §216B.045, subd 4 requires an intrastate pipeline providing service in Minnesota to 
obtain Commission approval for each contract in order for the contract to become effective. 
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request and that UNG and its representatives have provided information to the Department 
in a timely fashion. 
 
 
III. DEPARTMENT RECOMMENDATION 
 
The DOC will provide its final recommendations in this proceeding to the Commission in a 
set of Supplemental Comments. 
 
At this time, the Department expects to recommend that the Commission approve the 
Petition, provided that UNG provide the following assurances in Reply Comments: 

 
• The issue related to the statutory requirement regarding resolutions requesting 

exemption submitted by the Municipalities is resolved ; 
• Annual Cold Weather Rule reports will be filed as required under 

Minn. Stat. § 216B.096, subd. 11; 
• Annual tariff updates with municipally approved rates will be 

submitted to the Commission (Minn. Stat. § 216B.16, subd. 12 
(c)); 

• Any subsequent changes in rates, tariffs and contracts for service 
outside the Municipalities will be filed at least 30 days in advance 
of implementation;  

• Notification to the Commission will be made should UNG’s 
customer base expand beyond the 2,000-customer threshold; and 

• A petition that addresses the regulatory status of its contract for 
transportation service with the City of Brownton will be provided 
within a reasonable time period. 

 
The Department requests that the Company correct the current references to Section 24 in 
this portion of the tariff to Section 25 so that the language is consistent with the number 
included in the Section’s heading 
 
 
/ja 



































 

 
 
April 26, 2016 
 
 
Daniel P. Wolf 
Executive Secretary 
Minnesota Public Utilities Commission 
121 7th Place East, Suite 350 
St. Paul, Minnesota  55101-2147 
 
RE: Response Comments of the Minnesota Department of Commerce, Division of Energy 

Resources to United Natural Gas, LLC’s Reply Comments in the Matter of a Petition for 
Exemption for Small Gas Utility Franchise 

 Docket No. G6960/M-16-214 
 
Dear Mr. Wolf: 
 
In its April 7, 2016 Comments in the above-referenced matter, the Minnesota Department of 
Commerce, Division of Energy Resources (Department or the DOC) requested that United 
Natural Gas, LLC, (UNG or the Company) provide additional information in its Reply 
Comments.  The Department indicated that it would defer making a final recommendation 
regarding the Petition until it had an opportunity to review the Company’s Reply Comments.     
 
While the information in the Petition was adequate for the Department to determine that the 
Company had complied with the majority of regulatory requirements associated with a filing 
of this nature, the Department asked UNG to address the following concerns in its Reply 
Comments: 
 

• The statutory requirement that  the city councils of the municipalities of Courtland 
and Lafayette (the Municipalities) pass resolutions requesting regulatory exemption; 

• An assurance from UNG that it will file Annual Cold Weather Rule reports with the 
Commission as required under Minn. Stat. §216B.096, subd. 11; 

• An assurance from the Company that annual tariff updates with municipally 
approved rates will be submitted to the Commission, consistent with Minn. Stat. 
§216B.16, subd. 12 (c) ; 

• An assurance from UNG that any subsequent changes in rates, tariffs and 
contracts for service outside the Municipalities will be filed at least 30 days in 
advance of implementation;    

• An assurance from the Company that it will notify the Commission if its customer 
base expands beyond the 2,000 customer threshold; and. 

• An assurance that a UNG-sponsored petition that addresses the regulatory status 
of its contract for transportation service with the City of Brownton would be filed 
with the Commission within a reasonable time period. 
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The Department also asked the Company to edit one of its proposed tariff pages. 
 
UNG submitted its Reply Comments on April 13, 2016.1   The Department has reviewed the 
Company’s Reply Comments and addresses the points of response below. 
 
A. VARIOUS ASSURANCES RELATED TO STATUTORY REQUIREMENTS 
 
UNG provided the various requested assurances in its Reply Comments.  The Department 
concludes the Company has fulfilled these requests. 
 
B. UNG-SPONSORED PETITION THAT ADDRESSES THE COMPANY’S GAS 

TRANSPORTATION CONTRACT WITH THE CITY OF BROWNTON 
 
UNG filed a petition for approval of a firm transportation agreement with the City of 
Brownton with the Commission on April 13, 2016 (Docket No. G6960/M-16-317).  The 
Department concludes the Company has fulfilled this request. 
 
C. STATUTORY REQUIREMENT REGARDING CITY COUNCIL RESOLUTIONS REQUESTING 

EXEMPTION FROM COMMISSION REGULATION 
 
In its Comments, the Department asked “whether it would be practicable for UNG to provide 
resolutions supporting the Petition consistent with the statute prior to the Commission’s 
meeting on this issue.”2  
 
The Company filed copies of the Municipalities’ City Council resolutions passed on April 7th, 
2016 (Courtland) and April 11th, 2016 (Lafayette).  Each resolution indicates that “the City 
Clerk is directed to file a certified copy of this resolution with the Minnesota Public Utilities 
Commission.”  Once the Municipalities complete this task, the Department concludes that 
the Company and the Municipalities will be in compliance with the statutory requirement to 
file a resolution in support of the exemption petition. 
 
D. TARIFF-RELATED MATTER 
 
The Department also requested that the Company correct some references in Section 25 of 
its proposed tariff.  UNG provided a copy of a revised proposed tariff page that is consistent 
with this request.  The Department appreciates the Company’s response to this request. 
  

                                                 
1 Specifically, the Company filed “Response Comments”.  Functionally, they are Reply Comments. 
2 Department Comments at page 6. 
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The DOC recommends approval of UNG’s request for exemption for small gas utility 
franchise contingent upon the receipt by the Commission of certified copies of the 
municipalities of Courtland and Lafayette’s resolutions 16-101 and 2016-03 respectively.  
The Department is available to answer any questions the Minnesota Public Utilities 
Commission may have. 
 
Sincerely, 
 
 
 
/s/ JOHN KUNDERT 
Financial Analyst 
 
JK/lt 
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	For the purpose of this section, "disconnection" means a cessation of services initiated by the public utility, cooperative electric association, or municipal utility that affects the primary heat source of a residence and service is not reconnected w...
	Subd. 2.Data.
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	UNG has included the statutory language referenced verbatim in its proposed tariff.  Consequently, the Department concludes that the Company’s tariff complies with this requirement.
	Minnesota Statute § 216B.098, subd. 2 through 5 states:
	Subd. 2.  Budget billing plans.
	A utility shall offer a customer a budget billing plan for payment of charges for service, including adequate notice to customers prior to changing budget payment amounts. Municipal utilities having 3,000 or fewer customers are exempt from this requir...
	Subd. 3.  Payment agreements.
	A utility shall offer a payment agreement for the payment of arrears. Payment agreements must consider a customer's financial circumstances and any extenuating circumstances of the household. No additional service deposit may be charged as a considera...
	Subd. 4.  Undercharges.
	(a) A utility shall offer a payment agreement to customers who have been undercharged if no culpable conduct by the customer or resident of the customer's household caused the undercharge. The agreement must cover a period equal to the time over which...
	(b) No interest or delinquency fee may be charged as part of an undercharge agreement under this subdivision.
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	(b) Certification of the necessity for service is required. Certification may be provided by:
	(1) a licensed medical doctor;
	(2) a licensed physician assistant;
	(3) an advanced practice registered nurse, as defined in section 148.171; or
	(4) a registered nurse, but only to the extent of verifying the current diagnosis or prescriptions made by a licensed medical doctor for the customer or member of the customer's household.
	(c) Except as provided in paragraph (d), a certification may not extend beyond six months from the date of written certification.
	(d) If a utility determines that a longer certification is appropriate given a particular customer's circumstances, the utility may, at its sole discretion, extend the duration of a certification for up to 12 months.
	(e) A certification may be renewed, provided that the renewal complies with this subdivision. A certification may be renewed by the same or another medical professional who meets the qualifications of paragraph (b).
	(f) A customer whose account is in arrears must contact and enter into a payment agreement with the utility. The payment agreement must consider a customer's financial circumstances and any extenuating circumstances of the household. The payment agree...
	UNG’s proposed tariff appears to comply with all the requirements of subdivisions 2, 3, 4 and 5.
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