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STATE OF MINNESOTA
BEFORE THE
MINNESOTA PUBLIC UTILITIES COMMISSION

IN THE MATTER OF THE COMMISSION’S INQUIRY DOCKET No. E999/CI-15-755
INTO FEES CHARGED ON QUALIFYING FACILITIES
REPLY COMMENTS OF
THE ENERGY FREEDOM
COALITION OF
AMERICA

The Energy Freedom Coalition of America (“EFCA”) hereby submits its Reply
Comments pursuant to the State of Minnesota Public Utilities Commission’s
(“Commission’) Notice of Comment Period (“Notice”), issued December 23, 2015 and

the Notice of Extended Comment Period issued February 24, 2016.

1. Introduction —

To the extent replies are possible, EFCA provides specific topic-by-topic replies
to initial comments below. Because only one of the six utilities with distributed
generation (“DG”) fees that are at issue in this Docket chose to file initial comments, only
a limited response is possible. The non-utility parties that provided initial comments
largely agree that none of the DG fees at issue are legal, and even if they were, none of
the utilities has demonstrated that their individual fees are reasonable. Otter Tail Power
(“OTP”) is the only utility that filed initial comments that stakeholders can respond to.
OTP makes very similar legal arguments to those made by People’s Cooperative in
Docket No. 15-255 and relies only on the fact that its fees were approved in a rate case to

argue their reasonableness.

If other utilities choose to provide all of their rationale and support for their fees

in Reply Comments in this Docket, EFCA requests that the Commission strike them as



procedurally improper. It is not fair to allow utilities to present their case-in-chief

through reply comments and deny other stakeholders an opportunity to respond.

In our Initial Comments, EFCA explained that it found certain responses to the
Staff IRs to be incomplete and therefore, on March 31, 2016 propounded additional
discovery on each of the six utilities." Unfortunately EFCA did not receive any response
from five of the six utilities. While Xcel initially objected to providing responses to
EFCA’s IRs it nevertheless provided some limited responses on May 16, 2016, which
will be addressed below. At this time, none of the remaining five utilities have provided

responses of any kind.

2. Is any additional fee imposed on a customer with a distributed generation
system interconnected with a cooperative or municipal utility before July 1,
2015, or at any time with a public utility, permissible under Minn. Stat.
§216B.164 and/or Minn. Rules, Chapter 7835, including Part 7835.3000?

All commenters other than OTP agree that the law (at least prior to July 1, 2015)
forbids all of the monthly fees at issue in this docket. The Department of Commerce
(“DOC” or “Department”) states, “[t]o the extent the fees in question are found to be
interconnection costs, recovery of those costs in perpetuity is not reasonable.”> DOC also
points out that section 6 of the Uniform Statewide Contract does not permit utilities to
impose a separate facility charge in addition to the rates contained in the retail tariff.’

The Minnesota legislature has been clear that the express purpose of the
Commission in setting rates is to “give the maximum possible encouragement to

cogeneration consistent with protection of the ratepayers and the public.””* This must be

" EFCA Initial Comments at p. 6.
> DOC Comments at p. 5.

*Id. at p.4.

* Minn. Stat. § 216B.03.



taken into account when analyzing the statute.

Moreover, to the extent that production meters are included in a utility fee, any
such costs are inappropriate for customers that don’t receive a production-based
incentive. are not currently required, so any production metering costs cannot be
assessed unless a customer is enrolled in a utility incentive program that requires REC

transfer to the utility.

OTP, the only commenter to suggest that separate DG fees are legal, merely relies
on the same arguments advanced by Peoples Cooperative in Docket No 15-255 that
Section § 216B.164 Subd. 8(b) and 3(c) authorize special fixed fees for DG customers.”
As EFCA pointed out in its Initial Comments neither of these provisions support OTP’s
position. Section 216B.164 Subdivision 3(c) concerns rates paid for “net input” back into
the utility system and therefore does not concern charges levied on customers by utilities,
such as fixed fees.” Similarly, Section 8(b) subdivision concerns interconnection and

wheeling costs, not costs for electricity service.

While EFCA generally supports Sam Villella in his ongoing complaint against
Connexus Energy (“Connexus”), we disagree with his specific statement that suggest that
fees like those charged by Connexus and the other six utilities “are now allowed under
state law, but they can only apply to systems installed after the effective date.”® While
new legislation clearly allows fixed fees in some specific, limited circumstances, EFCA

disagrees that Connexus has demonstrated that its fee, even if implemented after July 1,

> Environmental Policy Law Center, Fresh Energy and Vote Solar Comments at p. 11.

% Docket No. 15-255, People’s Reply Comments, April 6, 2015.

7 See, § 216B.164, Subd. 3(a) (“In the case of net metering input into the utility system by a qualifying
facility . . . compensation to the customer shall be at a kilowatt-hour rate determined under paragraph (c) or
(d).”).

¥ Comments of Sam Villella, p. 7.



2015, would meet the requirements of the new statute.

3. If an additional fee is not directly prohibited by relevant statutes or rules,
what factors should the Commission consider in determining whether an
additional fee charged by or proposed by a utility is permitted and is
reasonable?

EFCA has no additional comments at this time.

4. Is the additional monthly fee imposed by Connexus Energy permissible
under Minnesota statutes and rules? If so, is the amount of the fee
reasonable?

Connexus did not file any Initial Comments or any reply to EFCA’s IRs, and thus
EFCA cannot provide any reply to Connexus at this time. If Connexus chooses to
provide support for their fees in Reply Comments in this Docket, EFCA requests that the
Commission strike them as procedurally improper. It is not fair to allow utilities to
present their case-in-chief through reply comments and deny other stakeholders an
opportunity to respond. If the Commission does intend to consider arguments and
rationale provided by utilities only through reply comment, EFCA requests that the

Commission provide other stakeholders an opportunity and sufficient time to respond.

5. Is the additional monthly fee imposed by Goodhue Cooperative Electric
Association permissible under Minnesota statutes and rules? If so, is the
amount of the fee reasonable?

Goodhue Cooperative Electric Association (“Goodhue”) did not file any Initial
Comments or any reply to EFCA’s IRs, and thus EFCA cannot provide any reply to
Goodhue at this time. If Goodhue chooses to provide support for their fees in Reply
Comments in this Docket, EFCA requests that the Commission strike them as
procedurally improper. It is not fair to allow utilities to present their case-in-chief

through reply comments and deny other stakeholders an opportunity to respond. If the



Commission does intend to consider arguments and rationale provided by utilities only
through reply comment, EFCA requests that the Commission provide other stakeholders

an opportunity and sufficient time to respond.

6. Is the additional monthly fee imposed by Mille Lacs Electric Cooperative
permissible under Minnesota statutes and rules? If so, is the amount of the
fee reasonable?

Mille Lacs Electric Cooperative (“Mille Lacs”) did not file any Initial Comments
or any reply to EFCA’s IRs, and thus EFCA cannot provide any reply to Mille Lacs at
this time. If Mille Lacs chooses to provide support for their fees in Reply Comments in
this Docket, EFCA requests that the Commission strike them as procedurally improper.
It is not fair to allow utilities to present their case-in-chief through reply comments and
deny other stakeholders an opportunity to respond. If the Commission does intend to
consider arguments and rationale provided by utilities only through reply comment,
EFCA requests that the Commission provide other stakeholders an opportunity and

sufficient time to respond.

7. Is the additional monthly fee imposed by Minnesota Power permissible
under Minnesota statutes and rules? If so, is the amount of the fee
reasonable?

Minnesota Power did not file any Initial Comments or any reply to EFCA’s IRs,
and thus EFCA cannot provide any reply to Minnesota Power at this time. If Minnesota
Power chooses to provide support for their fees in Reply Comments in this Docket,
EFCA requests that the Commission strike them as procedurally improper. It is not fair
to allow utilities to present their case-in-chief through reply comments and deny other
stakeholders an opportunity to respond. If the Commission does intend to consider

arguments and rationale provided by utilities only through reply comment, EFCA



requests that the Commission provide other stakeholders an opportunity and sufficient

time to respond.

8. Is the additional monthly fee imposed by Otter Tail Power permissible under
Minnesota statutes and rules? If so, is the amount of the fee reasonable?

OTP is the only utility that provided initial comments and the only utility that has
so far put forth an argument as to why its fees are reasonable. However OTPs rationale
is insufficient to find that its DG fees are reasonable even if they are deemed legal in the

first place.

OTP’s entire rationale for reasonableness rests on two factors. First, that the
current customer charges for qualifying facilities were approved in Otter Tail’s last
completed general rate case, Docket No. 10-239 as part of the overall rate design
approved by the Commission.” Second, OTP relies on the fact that it applies the same
customer charge methodology to non-distributed generation customers, including
customers selecting service under the Company’s water-heating control rider and oft-
peak electric vehicle rider.'® But neither of these arguments are cost-based arguments
that would justify the reasonableness of OTP’s fees. In other words, just because they’ve
been doing it, doesn’t make it right. If the Commission ultimately finds that OTP’s fees

are illegal or unreasonable, OTP must cease charging it by law.

OTP does not clearly explain whether its fee was explicitly mentioned in its
testimony, responses from other parties, or the decision in Docket No. 10-239. It is not
clear whether the DG fee was explicitly approved in that proceeding or merely ignored

and approved along with the entire tariff book. OTP also offers no explanation as to why

® OTP Comments at p. 4.
Y.



QF customers are so similarly situated to customers selecting service under the
Company’s water-heating control rider and off-peak electric vehicle rider to justify their
application. Regardless of their prior approval or their application to non-DG customers,
if the Commission now finds OTP’s DG fees to be unreasonable, OTP must cease

charging them per Section 216B.03.
Minnesota Statute, Section 216B.03 is unambiguous and states,

Every rate made, demanded, or received by any public utility, or by any
two or more public utilities jointly, shall be just and reasonable. Rates
shall not be unreasonably preferential, unreasonably prejudicial, or
discriminatory, but shall be sufficient, equitable, and consistent in
application to a class of consumers. To the maximum reasonable extent,
the commission shall set rates to encourage energy conservation and
renewable energy use and to further the goals of sections 216B.164,
216B.241, and 216C.05. Any doubt as to reasonableness should be
resolved in favor of the consumer.

If the Commission at any time finds that a rate violates the above statute that rate must
cease. OTP has not offered any cost based rationale to support their DG fees and has
still not responded to EFCA IRs intended to elicit information that would enable parties

to evaluate whether the fees are in fact cost based.

9. Is the additional monthly fee imposed by Xcel Energy permissible under
Minnesota statutes and rules? If so, is the amount of the fee reasonable?

Xecel did not file any Initial Comments and thus EFCA cannot provide a reply to
Xcel at this time. Xcel has indicated in its responses to EFCA’ IR 3, 4 and 5 that it does
intend to provide additional supporting data for its DG fee in Reply Comments in this
docket. If Xcel chooses to provide support for its fees in Reply Comments in this
Docket, EFCA requests that the Commission strike them as procedurally improper. It is
not fair to allow utilities to present their case-in-chief through reply comments and deny

other stakeholders an opportunity to respond. If the Commission does intend to consider



arguments and rationale provided by utilities only through reply comment, EFCA
requests that the Commission provide other stakeholders an opportunity and sufficient
time to respond.

EFCA agrees with the Comments of Environmental Policy Law Center, Fresh
Energy and Vote Solar that Xcel appears to be requiring interval meters for DG
customers without statutory or regulatory authority to do so.'" Xcel’s apparent
justification that such meters will “accommodate more complicated billing rates” makes
little sense in light of all of the statutory prohibitions on discriminatory rates for DG.
Other utilities do not require this capability for net metering customers, and Xcel should
also not be allowed to do so.

Unlike the other utilities at issue in this Docket, Xcel has provided responses to
some of EFCA’s IRs. Some of Xcel’s responses are incomplete or nonresponsive, but
those that are responsive affirm EFCA’s earlier analysis presented in Initial Comments
that even if legal, Xcel’s fees are not reasonable. Each of Xcel’s responses to EFCA’s
IRs are discussed, below.

a. Response to EFCAIR 1

In Xcel’s MPUC-003 Attachment A, the company applied a 13.88% carrying
charge to the production meter, service meter programming, and installation of a service
meter to arrive at an annualized incremental metering cost. That number, along with
additional annual Customer Accounting and Assistance costs were divided by twelve to
develop the monthly meter charge. As noted in our initial comments, EFCA does not
agree with the application of a carrying charge on programming and installation costs.

EFCA also does not agree with the methodology of applying the carrying charge to the

' Environmental Policy Law Center, Fresh Energy and Vote Solar Comments at p. 14.



initial metering investment as a means of calculating a monthly fee. The carrying charge
appears to include the company’s depreciation cost and financing costs (i.e., “returns”).
Since the meter depreciates, returns on the non-depreciated component should decline
over time. EFCA sought additional information and clarification about the depreciation
life of meters from Xcel in order to recreate a declining revenue requirement calculation
for DG meters to determine whether the company’s fees are reasonable given the
depreciation of the meter over time. Xcel responded that their meters are depreciated over
15 years at an annual rate of 6.67 percent. Unfortunately as noted in the subsequent
sections, there are still significant data gaps to confidently recreate a revenue requirement
calculation.
b. Response to EFCA IR 2

In response to EFCA 1R 2, Xcel states, “[t]he Company does not account for
distributed generation (DG) customer account expenses, DG meter reading expenses, and
DG customer account revenue requirements separately from other customers.” This
admission undermines Xcel’s argument that the costs to serve DG customers are different
from the costs to serve non- DG customers. If Xcel does not account for such costs for
DG customer separately, it cannot know whether the costs to serve those customers is
different. Without having even studied the issue, it is not reasonable to asses
discriminatory rates on customers who choose to self-generate a portion of their
electricity needs.

c¢. Response to EFCA IR 3 and 4
EFCA IR 3 and 4, ask the following similar questions:

EFCA IR 3 - Please explain the programing costs associated with meters
required by DG customers. Please provide all data, calculations and



electronic worksheets used to determine the additional costs (for example,

$22.34 for A50 Rate Code — Single Phase) for programming a DG

customer’s meter. Please explain how the Company tracks these costs and

data and, if the Company does not track these costs and data, please

explain why not.

EFCA IR 4 - Please provide all data, calculations, and electronic

worksheets used to determine the installation cost (for example, $36.31 for

AS50 Rate Code — Single Phase) of bidirectional service meters for DG

customers, and why non-DG customers are not subject to these costs.

Please explain how the Company tracks these costs and data for DG

customers and, if the Company does not track these costs and data, please

explain why not.
In response to both, Xcel merely states, “[w]e intend to provide supporting data for
MPUC-003 Attachment A with our Reply Comments in this docket.” This answer is
completely non-responsive and limits EFCA’s ability to recreate a revenue requirement
calculation for DG meters. As stated above, it is not fair to allow utilities to present their
case-in-chief through reply comments and deny other stakeholders an opportunity
review, analyze and respond to their arguments.

d. Response to EFCA IR S

As noted in our initial comments, EFCA is concerned with Xcel’s application of a
13.88% carrying charge to meter programming and installation costs. In response to
EFCA IR 5, Xcel acknowledged an error in their MPUC-003 Attachment A that they will
correct in Reply Comments, and said they do not apply a carrying charge to installation
costs. EFCA believes more information is required to determine whether programming
costs are subject to carrying cost charges. For example, are the programming costs solely
for purchasing software, or does it include labor costs to program and calibrate the meter?

In either case, to the extent Xcel provides its rationale in Reply Comments, EFCA

believes stakeholders should have an opportunity to respond.

10



e. Response to EFCAIR 6 & 7

EFCA IRs 6 and 7 requested information on how the Company reads meters for
DG customers and non-DG customers. The responses to both questions indicate that
there is no physical difference between how a DG versus a non- DG meter is read. All
such meters appear to be read over an automatic meter reading (AMR) radio frequency
network owned by a third party. Xcel stated, “[n]o additional charges are incurred by a
DG customer for reading their meters.” However in MPUC-003 Attachment A, Xcel
assigns $11.25 of incremental annual costs to DG customers for meter reading. This
response further indicates that assessing different costs based on ongoing meter reading
costs are not cost-based.

f. Response to EFCA IR 8,9 and 10

EFCA IRs 8,9 and 10 requested information about how the Company maintains
DG customer records for purposes of FERC accounting. Most importantly, whether the
company maintains multiple customer records under FERC accounts for individual DG
or cogeneration customers since Xcel’s response to MPUC-003 said DG customers
typically have two meters and MPUC-003 Attachment A showed two Customer
Accounting and Assistance charges. In response to each of these IRs, Xcel responded as
follows:

No. The Federal Energy Regulatory Commission (FERC) account 903

[908, and 902 respectively] is a summary of Customer Records and

Collection expenses. These costs are attributable to both DG and non-DG

customers. In some cases, a specific cost would be attributable to all

customers of record regardless of the complexity of the customer’s bill.

These responses further demonstrate that DG costs are not separately tracked further

indicating that there is no cost basis for Xcel’s DG fees. In MPUC-003 the company says

11



the Customer Accounting and Customer Assistance expenses are divided by the number
of customers. By charging DG customers twice and not reducing the charges for non-DG
customers, the company could potentially over collect for Customer Accounting and
Customer Assistance expenses.

10. Conclusion

EFCA appreciates the Commission’s inquiry into these fees and the opportunity
to provide these comments. If other utilities choose to provide all of their rationale and
support for their fees in Reply Comments in this Docket, EFCA requests that the
Commission strike them as procedurally improper. It is not fair to allow utilities to
present their case-in-chief through reply comments and deny other stakeholders an

opportunity to respond.

Respectfully submitted this 6 day of June 2016.

BY: s/ Jacob J. Schlesinger

Jacob J. Schlesinger, 41455
KEYES, FOX & WIEDMAN, LLP
1580 Lincoln St., Suite 880
Denver, CO 80203

(720) 639-2190
jschlesinger@kfwlaw.com

ATTORNEY FOR THE ENERGY
FREEDOM COALITION OF
AMERICA
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Next / Last
Eide Tollefzon Kristen R-CURE 28477 N Lake Ave, Frontenac, MN-55026-1044 Paper Service Mo
Houston Ashley M7A 120 Fairway Rd, Chestnut Hill, MA-2467 1850 Paper Service Mo
Ketchum Julie Waste Management 20520 Keokuk Ave, Lakeville, MN-55044 Paper Service Mo
Levchak Deborah Fohr Basin Electric Power Cooperative | 1717 East Interstate Avenue, Bismarck, ND-585030564 | Paper Service Mo
Miller Alan MIA 2210 20th 5t NE, Stewartville, MMN-55976 Paper Senvice | No
Melson Ben CMMPA 459 South Grove Street, Blue Earth, MM-56013 Paper Service Mo
Reinhardt John C. Laura A. Reinhardt 3552 26Th Avenue South, Minneapolis, MH-55406 Paper Service Mo
Sedgwick Dean Itasca Power Company PO Box 457, Bigfork, MN-56628-0457 Paper Service Mo
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