April 16, 2018

VIA ELECTRONIC FILING

Daniel P. Wolf

Executive Secretary

Minnesota Public Utilities Commission
121 Seventh Place East, Suite 350
St. Paul, MN 55101

Re: Update Regarding Destination Medical Center Development Corporation
Funding

Docket Nos. G011/M-18-182, G999/AA-17-493, and G011/M-15-895
Dear Mr. Wolf:

Minnesota Energy Resources Corporation (“MERC” or the “Company”) submits this letter to
update the Minnesota Public Utilities Commission (“Commission”) and other interested
parties regarding the status of MERC's requests to the Destination Medical Center
Corporation (“DMCC") for funding for projects undertaken in the Rochester Destination
Medical Center development district boundaries.

In its Order Approving Rochester Project and Granting Rider Recovery with Conditions in
Docket No. G011/M-15-895, the Commission required MERC to take the following actions to
seek funding from the DMCC:

a. If MERC undertakes projects within established Destination
Medical Center development district boundaries, the Company
shall petition the DMCC for funding.

b. MERC shall, in its annual NGEP filing and in future AAA filings,
provide a discussion and supporting data explaining all work
performed within the Destination Medical Center development
district boundaries, with the amount of DMCC funding applied for
and received.

As stated in MERC'’s February 28, 2018 NGEP Rider filing in Docket No. G011/M-18-182, in
December 2017, MERC sought funding from the DMC for projects within the DMC
development districts. MERC met with representatives from the Destination Medical Center
Corporation (“DMCC") and City of Rochester on February 7, 2018, during which the DMCC
informed MERC that the projects for which it was seeking funding, while within the DMC
development districts, would not qualify for DMC funding. At this meeting, MERC was
advised that DMC funding is based upon priorities developed through a budgeting process
that takes into account available funding and project approvals. At this time, funding is not
available for general infrastructure development, particularly for projects that have not been
specifically included in the DMC long-range plan. In addition, MERC was told that funding is
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designed for development of new projects that promote the DMC's goals, such as real
estate and medical construction projects that have been specifically approved. General
infrastructure work, even if occurring within one of the DMC development districts, does not
qualify for funding. Further, projects for the conversion of a property or more general
expansion would not be eligible. Finally, MERC was advised that DMC funding is
considered to be gap funding to support the extraordinary costs of creating and sustaining
the overall vision of making Rochester a global medical destination. We understood from
our meeting that DMC'’s policy is not to fund utility projects because there are generally
other funding mechanisms available to pay for natural gas, electric, water and
telecommunications infrastructure. DMC funding is not intended to be a substitute for other
public or private funds that are available to pay for basic infrastructure development.

On March 15, 2018, the City of Rochester and Destination Medical Center Economic
Development Agency sent MERC a formal letter regarding MERC's proposed requests for
funding for projects completed within the DMC Development District boundaries. This letter
confirms the DMC’s view that MERC'’s projects are not contemplated in the DMC’s multi-
year plans and that MERC's projects do not qualify for the limited amount of funding
available. A copy of that letter is attached as Attachment 1 to this filing. As stated in the
letter, “DMC funding is based on priorities developed within a comprehensive planning
process and multi-year capital improvement plan. At this point, the projects you described
are not contemplated in those plans.”

Please contact me at (651) 322-8965 if you have any questions regarding the information in
this filing. Thank you for your attention to this matter.
Sincerely,

/s Amber S. Lee

Amber S. Lee
Regulatory and Legislative Affairs Manager
Minnesota Energy Resources Corporation

cc: Service Lists
Enclosure
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IOMC

A Global Destination
far Health & Healing

March 15,2018

Amber Lee

Minnesota Energy Resources Corporation
2665 145th St W

Rosemount, MN 55068

Wade Wiken

Minnesota Energy Resources Corporation
3460 Technology Drive NW

Rochester, MN 55901

Michael C. Krikava
Briggs and Morgan
2200 IDS Center
Minneapolis, MN 55402

Re:  Funding for Minnesota Energy Resources Corporation Infrastructure Work in
Rochester

Dear Ms. Lee and Messrs. Wiken and Krikava:

On behalf of the City of Rochester (the "City") and the Destination Medical Center
Economic Development Agency (the "DMC EDA"), we are writing in response to our meeting
with you at the City's offices on February 7, 2018 and your expressed desire to obtain Destination
Medical Center (“DMC”) funding from the City and the Destination Medical Center Corporation
(“DMCC?”) on bchalf of Minncsota Energy Resource Corporation ("MERC") for infrastructure
work in the City of Rochester.

Thank you for meeting with us to describe MERC’s current projects and its long-term
plans. We appreciated hearing about the projects within the DMC development district, including
converting the Kahler Grand Hotel from sleam heat to natural gas service, plans to expand natural
gas service to the Flats on 4th apartment development, and the upgrade of an existing natural gas
main along 1st Avenue to accommodate additional growth in the City.

In describing MERC's plans, you also noted that MERC is considering submitting formal
applications for DMC funding for some portion of the cost of projects within the DMC
development district. Of course, MERC is free to proceed with any applications it believes are
appropriate, upon paying the $10,000 filing fee.
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As you may be aware, DMC funding is based on priorities developed within a
comprehensive planning process and multi-year capital improvement plan. At this point, the
projects you described are not contemplated in those plans.

Finally, we note that only a limited amount of funding has been realized to date to support
the extraordinary costs of creating and sustaining Rochester as a global medical destination. We
encourage MERC to continue its efforts to finance its projects conventionally and appreciate the
investment you have made to date.

On behalf of the City and the DMC EDA, we thank you for taking the time to meet with
us and discuss MERC’s plans. We wish you success in your endeavors.

S{//\. *_

Steve Rymeér
City Administrator
City of Rochester

I Cb—

Lisa Clarke

Executive Director

Destination Medical Center
Economic Development Agency
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In the Matter of the Annual Automatic Docket No. GO11/AA-17-493
Adjustment Report of Minnesota Energy

Resources Corporation, MERC-NNG,

MERC-Consolidated, and MERC-Albert

Lea

In the Matter of the Petition of Minnesota

Energy Resources Corporation for Docket No. GO11/M-18-182
Approval of a Natural Gas Extension Project

Rider Surcharge

In the Matter of a Petition by Minnesota Docket No. GO11/M-15-895
Energy Resources Corporation for

Evaluation and Approval of Rider

Recovery for Its Rochester Natural Gas

Extension Project

CERTIFICATE OF SERVICE

I, Kristin M. Stastny, hereby certify that on the 16th day of April, 2018, on
behalf of Minnesota Energy Resources Corporation (“MERC?), | electronically filed a
true and correct copy of the enclosed Letter on www.edockets.state.mn.us. Said
documents were also served via U.S. mail and electronic service as designated on
the attached service list.

Dated this 16th day of April, 2018.

/s/ Kristin M. Stastny
Kristin M. Stastny
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