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I. INTRODUCTION1

Q. Did you provide direct testimony in this matter?2

A. Yes.3

Q. What is the purpose of your rebuttal testimony?4

A. I am responding to a portion of the testimony of Office of Attorney General 5

(“OAG”) witness Tim Meernik.6

II. RESPONSE TO TESTIMONY7

Q. What portion of Mr. Meernik’s testimony does your rebuttal testimony address?8

A. I will address Mr. Meernik’s recommendation that the rates for “Transport” 9

customers, which includes the taconites, be increased overall by 77.92%.10

Q. Do you disagree with this recommendation?11

A. Yes.12

Q. Why?13

A. While other parties may address other flaws with Mr. Meernik’s recommendation, 14

I specifically disagree with Mr. Meernik’s testimony because it significantly 15

understates the risk of bypass by a number of the Transport customers, specifically 16

the taconites.17

Q. How is this risk understated by Mr. Meernik?18

A. While Mr. Meernik acknowledges that the Transport customer class poses risk of 19

bypass, his recommendation suggests that the threat of bypass will not come into 20

play until rates increase by some level above 77.92%.  This is incorrect.  In fact, 21
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there is a substantial risk that the taconites will bypass Minnesota Energy Resources 1

Corporation (“MERC”) in response to any appreciable rate increase.2

Q. Why is there a substantial risk?3

A. Each taconite mine is directly connected to Northern Natural Gas and is only 4

deemed to be a utility customer by virtue of a paper assignment of the delivery point.  5

MERC does not own any facilities that provide natural gas to the taconites, with the 6

exception of an odorizer at each mine.  In short, the taconites are at best tenuous 7

customers of MERC, even at existing rates.8

Q. Would bypassing MERC be difficult for these customers?9

A. No.  Because MERC does not own the facilities that provide natural gas to the 10

mines, these customers could bypass MERC and become direct connect Northern 11

Natural Gas customers with minimal expense.12

Q. If it is that easy to bypass MERC, why have these customers not done so already?13

A. These customers have a long-term relationship with MERC, and while the taconites 14

believe that the current rate allocation does not accurately reflect the cost of serving 15

them, they have, so far, accepted that allocation.  Additionally, because the taconites 16

are not in the natural gas business, they would prefer not to deal directly with 17

odorizing the natural gas used at the mines.  That said, the taconites would be willing 18

to take over the odorization if, in their view, the cost of any appreciable rate increase 19

exceeds the benefit of having MERC handle odorization.20



Rebuttal Testimony
Bret Feller

3

Q. Would bypass by the taconites harm MERC’s other customers?1

A. Yes.  The taconites provide substantial revenue to MERC, and if that revenue is lost, 2

MERC may seek to recover that revenue from its other customers.  In addition, the 3

taconites provide a significant, predictable year-round load which effectively 4

expands MERC’s daily balancing tolerance on Northern National Gas.5

Q. Mr. Meernik notes that MERC’s revenue requirements have decreased since filing 6

the rate case due to changes in federal tax law, and notes that the Commission may 7

make additional reductions in response to the recommendations of witnesses for 8

OAG and other parties.  Does this make a difference in your assessment of the 9

bypass risk for the taconites?10

A. No.  As noted above, the taconites have no reason to accept a revenue allocation 11

that further skews what they believe to be an already inequitable allocation.12

Q. Does this conclude your testimony?13

A. Yes.14
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