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DEPARTMENT

October 1, 2019

Daniel P. Wolf

Executive Secretary

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

St. Paul, Minnesota 55101

RE: Additional Comments of the Minnesota Department of Commerce, Division of Energy
Resources
Docket Nos. GO08/M-17-533, GO08/M-18-462, G999/AA-18-374, and GO08/AA-18-573

Dear Mr. Wolf:

Attached are the additional comments of the Minnesota Department of Commerce, Division of Energy
Resources (Department) in the following matters:

CenterPoint Energy Resources Corp. d/b/a CenterPoint Energy Minnesota Gas’
(CenterPoint or the Company) Request for Change in Demand Units for the 2017-2018
Heating Season (Demand Petition).

CenterPoint Energy Resources Corp. d/b/a CenterPoint Energy Minnesota Gas’ Request
for Change in Demand Units for the 2018-2019 Heating Season (2018-2019 Demand
Petition).

In the Matter of the 2017-2018 (FYE18) Annual Automatic Adjustment (AAA) Reports
(AAA Report).

CenterPoint Energy Resources Corp., d/b/a CenterPoint Energy Minnesota Gas’ 2017-
2018 Annual Purchased Gas Adjustment (PGA) True-up Filing.

The Demand Petition was filed on July 3, 2017, supplemented on November 1, 2017, and approved by
the Minnesota Public Utilities Commission (Commission) on March 21, 2018. CenterPoint filed a letter
on April 24, 2019 informing the Commission and stakeholders that there was an error in the
Company’s demand cost calculation, affecting multiple dockets, and that it intended to file corrections
in the relevant dockets in the near future.

The 2018-2019 Demand Petition was filed on July 2, 2018 and supplemented on November 1, 2018.
CenterPoint filed the same letter on April 24, 2019 as was filed in the 2017-2018 Demand Petition
docket, and also filed Reply Comments on July 1, 2019.

85 7th Place East - Suite 280 - Saint Paul, MN 55101 | P: 651-539-1500 | F: 651-539-1547
mn.gov/commerce
An equal opportunity employer



Daniel P. Wolf
October 1, 2019
Page 2

The AAA Report and annual true-up were filed on September 4, 2018. CenterPoint also filed the same
April 24, 2019 letter in the AAA Report docket, as well as Reply Comments on May 10, 2019, and Reply
to the Department’s Response Comments on July 15, 2019.

Based on its review, the Department recommends that the Commission:

e Require CenterPoint to remove approximately $224,226 of costs from its true-up
calculation for the 2017-2018 AAA period;

e Refund to ratepayers, through a credit to the first monthly PGA after the issuance of
an Order regarding this matter, $224,226 in inappropriate demand cost recovery plus
interest calculated at the Prime Rate;

e Prohibit CenterPoint from including, in future true-up adjustments, the costs
associated with the Viking error that were under-recovered over the period from July
2018 to June 2019.

e Accept CenterPoint’s FYE18 true up, as modified in these comments, in Docket No.
G008/AA-18-573; and

e Allow CenterPoint to implement its true up, as modified in these comments.

The Department also maintains its recommendations on CenterPoint’s 2018-2019 Demand Petition
(Docket No. GO08/M-18-462) as presented in the Department’s Response to Reply Comments filed on
June 19, 2019.

The Department is available to respond to any questions that the Commission may have on this
matter.

Sincerely,

/s/ ADAM J. HEINEN
Public Utilities Rates Analyst

AJH/ar
Attachment



m COMMERCE
DEPARTMENT
Before the Minnesota Public Utilities Commission

Additional Comments of the Minnesota Department of Commerce
Division of Energy Resources

Docket Nos. G0O08/M-17-533, GO08/M-18-462, G999/AA-18-374, and GO08/AA-18-573

. BACKGROUND AND INTRODUCTION

OnJuly 1, 2017, CenterPoint Energy Resources Corp. d/b/a CenterPoint Energy Minnesota Gas
(CenterPoint or the Company) filed its demand entitlement for the 2017-2018 heating season and later
supplemented it (Supplemental Filing) on November 1, 2017.1 In its Supplemental Filing, CenterPoint
included, among other capacity changes, a 20,000 Dekatherm (Dkt)/day capacity contract on the Viking
Gas Pipeline (Viking). The Minnesota Department of Commerce, Division of Energy Resources
(Department) filed Comments on January 2, 2018 recommending that the Minnesota Public Utilities
Commission (Commission) accept the Company’s proposed level of demand entitlement, including the
20,000 Dkt/day of Viking capacity, and allow CenterPoint to recover associated demand costs through
the monthly Purchased Gas Adjustment (PGA). On March 21, 2018, the Commission issued an Order
approving CenterPoint’s proposed level of demand entitlement and proposed recovery of associated
demand costs effective November 1, 2017.

On September 4, 2018, CenterPoint filed its Annual Automatic Adjustment Report (AAA Report) and
Annual PGA True-Up Report (True-up Filing) in Docket Nos. G999/AA-18-374 and GO08/AA-18-573. As
part of these filings, CenterPoint proposed a true-up factor, inclusive of under-recovered demand costs
of $2,288,575, which would be assessed to ratepayers over the period from September 1, 2018 to
August 31, 2019. The Department filed its AAA Report on April 25, 2019 recommending that the
Commission accept CenterPoint’s true-up and allow the Company to implement its true up. The
Department also requested that CenterPoint provide additional discussion and information in Reply
Comments.

On April 24, 2019, CenterPoint filed a Letter in the above-referenced dockets, as well as its 2018-2019
and 2019-2020 heating season demand entitlement filings,? notifying the Commission that the
Company identified an error in its demand costs. CenterPoint stated that it had indicated in its 2017
demand entitlement filing that the Company added 20,000 Dkt/day of capacity on the Viking Pipeline
beginning November 1, 2017. This contract is for 12-month service; however, CenterPoint labeled it as
a 5-month winter service in the demand entitlement filing and the subsequent monthly PGAs between
November 2017 and April 2019. CenterPoint explained, in addition to being included in the 2017-2018
demand entitlement docket (Order issued March 21, 2018), this error was also reflected in the 2018-

1 Docket No. GO0O8/M-17-533.
2 Docket No. GO08/M-18-462 and Docket No. GO08/M-19-278.
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2019 demand entitlement docket and the 2018 AAA proceeding, both of which remain under review by
the Department and the Commission.? As a solution, CenterPoint indicated the following:

CenterPoint Energy intends to produce a complete set of documentation
and file corrections to the relevant dockets to reconcile this issue. The
costs of the Viking contract were paid, beginning November 1, 2017, but
those costs were only partially recovered (five months versus twelve
months) in the corresponding Purchase Gas Adjustments. As a result, the
difference has been rolled in to the AAA/true-up under-recovery that was
implemented on September 1, 2018, and the Company will include this
issue in comments to be filed in that AAA docket. In addition, the Company
will incorporate the change into its upcoming Request for Change in
Demand Units filing (assigned Docket No. G-008/M-19-278) and its May
2019 PGA (Docket G-008/AA-19-279) to be filed on May 1, 2019.

On May 10, 2019, CenterPoint filed Reply Comments providing additional discussion and information
regarding its Viking error. The Company explained that because of the error there was a net difference
of $224,226 in unrecovered demand costs during the true up period (July 2017 to June 2018) and that
this unrecovered balance was included in the year-end under-collection of demand costs as part of the
firm true-up factor implemented in September 2018. CenterPoint also stated that the under-recovery
that has occurred during the July 2018 to June 2019 true-up period will be included in the year-end
under-collection of demand costs in a future true-up filing.* The Company also concluded that no
accounting entries needed to be made, nor changes to filed schedules in the true-up and AAA dockets,
since the reported recovery figures are correct and do not include a prior period adjustment.®

In Docket Nos. G999/AA-18-374 and GO08/AA-18-573, the Department filed Response Comments on
June 14, 2019, which included updated recommendations from the Department’s AAA Report
submitted on April 25, 2019. Based on the information in CenterPoint’s May 10, 2019 Reply
Comments, the Department recommended that the Commission withhold its decision on CenterPoint’s
true-up, pending resolution of the Viking demand contract issue in the Company’s 2017 and 2018
Demand Entitlement proceedings.®

On July 1, 2019, CenterPoint filed Reply Comments in Docket No. GO08/M-18-462 opposing the
Department’s recommendations regarding the Viking demand error and stating that it would provide
additional analysis on July 15, 2019 in Docket No. GO08/AA-18-573.7

3 CenterPoint Letter, Pages 1-2.

4 The Department provided analysis and recommendations regarding treatment of these demand costs in future true-up
periods in its June 19, 2019 Response Comments in Docket No. GO08/M-18-462.

5 May 10, 2019 Reply Comments, Pages 5-6, Docket Nos. G999/AA-18-374 and GO0O8/AA-18-573.

6 Department Response Comments, Page 6, Docket Nos. G999/AA-18-374 and GO08/AA-18-573.

7 The Department notes that the majority of the discussion in these comments relates to the 2018 AAA and True Up filings.
However, these arguments and analysis are relevant to both demand entitlement filings.
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On July 15, 2019, CenterPoint filed its Reply to Response Comments responding to the Department’s
June 14, 2019 Response to Reply Comments in Docket No. GO08/AA-18-573 and providing additional
discussion of its Viking demand error in response to the Department’s Comments in Docket GO08/M-
18-462.

The Department provides additional analysis and discussion of the Viking demand contract issue and
its relation to CenterPoint’s true-up factor below.

Il SUMMARY OF CENTERPOINT’S POSITION

On July 1, 2019, CenterPoint responded to the Department’s June 19, 2019 Response Comments in
Docket No. GO08/M-18-462. Specific to the Viking contract issue, the Company stressed that
Minnesota Rule 7825.2700, subp. 7 allows CenterPoint to recover “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”
regardless of whether an error has occurred, since the costs were prudently incurred.

On July 15, 2019, CenterPoint responded to the Department’s June 14, 2019 Response Comments in
Docket Nos. G999/AA-18-374 and GO08/AA-18-573. Specific to the Viking contract issue, the
Company:

e Disagreed with the Department’s recommendation that the Commission withhold its
decision on CenterPoint’s true-up, pending resolution of the demand cost issue in
Docket Nos. GO08/M-17-533 and GO08/M-17-462;

e Concluded that the plain language of Minnesota Rule 7825.2700, subp. 7 allows the
Company to include the $224,225 unrecovered demand costs incurred in the 2017-
2018 gas year in the 2017-2018 true-up, and the $437,060 incurred in the 2018-2019
gas year in the yet-to-be-filed 2018-2019 true-up, since there is no dispute that those
costs were prudently incurred;

e Asserted that Minnesota Rule 7825.2920, subp. 2 does not apply to this situation
because application of this rule would “prevent a utility from returning any funds
over-collected if the over-collection amounted to less than five percent” and because
the rule applies only when “a utility has over-collected substantially such that return
of funds through the PGA mechanism would be inappropriate. Further, application of
the rule would appear to “allow an automatic adjustment filing to be ‘corrected” many
years after filing;” and

e Noted that Minnesota Rule 7825.2920, subp. 2 does not indicate what types of errors
it covers, and that the Company was not aware of an instance in which application of
the rule resulted in a denial of prudently incurred costs.

Finally, CenterPoint indicated that if the Commission concludes that Minnesota Rule 7825.2920, subp.
2 applies to the error regarding the Viking contract, the Commission should grant the Company a
variance to allow CenterPoint to include the unrecovered amounts in the PGA true-up.
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1l. DEPARTMENT ANALYSIS

As noted on page 8 of the Department’s June 19, 2019 Response Comments in Docket No. GO08/M-18-
462, there is no dispute that the Viking contract and its associated capacity costs are reasonable; the
only area of concern is the appropriate level of cost recovery given CenterPoint’s rate calculation error.
The Company incorrectly reported costs in two demand entitlement proceedings, and assessed
demand costs that did not reflect the full cost of the Viking contract.?

Also as noted on page 9 of the Department’s Response Comments, given that fuel costs fluctuate, the
PGA mechanism was developed and designed to allow utilities to recover prudently incurred fuel costs,
and fuel cost fluctuations, that are outside the of the utility’s control. As a protection for ratepayers,
Minnesota Rule 7825.2920, subp. 2 ensures that when a utility makes an error in the PGA adjustment
that is greater than 5 percent of the corrected adjustment charge, refunds with interest are provided
by check or bill credits. The rule is silent regarding instances in which the error is less than 5 percent of
the correct adjustment charge, or instances in which the error resulted in uncollected amounts.
Therefore, the Commission has the authority under Minnesota Statute § 216B.03 to determine a
reasonable rate.

As discussed in its June 19, 2019 Response Comments, the Department’s extensive research into the
development of Minnesota Rule 7825.2920, subp. 2 showed that symmetrical treatment of errors —
surcharges and refunds — was not contemplated during the rulemaking proceeding.’ The Department
concluded that this asymmetrical treatment was logical given that the automatic adjustment
mechanism is meant to enable a utility to recover fluctuations in fuel costs that are outside of its
control; therefore, fluctuations caused by a utility’s error should not be included in the adjustment
mechanism, unless customers are harmed by the utility’s error.

Given this summation of the Department’s position, the Department responds to CenterPoint’s
arguments.

A. Disagreement with the Department’s recommendation that the Commission
withhold its decision on CenterPoint’s true-up, pending resolution of the demand
cost issue in Docket Nos. GO08/M-17-533 and GO08/M-18-462

CenterPoint did not explain why it believes it is not appropriate to resolve the Viking contract issue
prior to allowing the Company to implement its 2017-2018 true-up billing factors; therefore, the
Department is unable to respond.

B. Conclusion that the plain language of Minnesota Rule 7825.2700, subp. 7 allows the
Company to include the $224,225 unrecovered demand costs incurred in the 2017-

8 The correct contract length and associated costs were reflected beginning with CenterPoint’s May 2019 PGA filing.
® Minnesota Rules 7820.4000, governing natural gas utility billing errors generally, do reflect an asymmetric treatment of
errors by limiting surcharges to one year and refunds to 3 years.
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2018 gas year in the 2017-2018 true-up, and the $437,060 incurred in the 2018-2019
gas year in the yet-to-be-filed 2018-2019 true-up, since there is no dispute that
those costs were prudently incurred

As noted in previous comments and above, prudency of the costs are not at issue; rather, the
Commission has the authority to protect customers from being charged out-of-time costs (in addition
to current costs) due to utility error, regardless of whether the underlying costs were prudently
incurred.

C. Assertion that Minnesota Rule 7825.2920 does not apply to this situation because
application of this rule would “prevent a utility from returning any funds over-
collected if the over-collection amounted to less than five percent” and because the
rule applies only when “a utility has over-collected substantially such that return of
funds through the PGA mechanism would be inappropriate. Further, application of
the rule would appear to “allow an automatic adjustment filing to be ‘corrected’
many years after filing.”

Clearly, application of Minnesota Rule 7825.2920 would not prevent a utility from providing refunds
due to utility error that are less than 5 percent of the correct charge. The rule states that such refunds
must be provided through checks or bill credits; however, application of the rule does not prevent the
Commission from deciding how refunds of less than 5 percent of the correct charge can be refunded.
For example, the Commission could decide that, despite the requirement to provide larger refunds
through a check or bill credit, smaller refunds could also be refunded in that manner, or could be
included in the true-up. Further, the Commission’s Findings of Fact, Conclusions, and Order Adopting
Rule Amendments (1989 Order) in Docket No. G999/R-85-789 (1985 Rulemaking), which created the
true up, states the following:°

The Commission finds that subpart 2 of this rule [7825.2920] requires
utilities to refund the amount of any errors in calculating the adjustment
plus interest. [Emphasis added.]

Finally, the rule’s requirement that the Commission’s order is to be filed within “90 days after receipt
of the filing... or at the end of the next major rate proceeding, whichever is later” does not mean that a
utility could potentially correct an automatic adjustment error years after the error occurred. The
Commission’s Findings, Conclusions and Order for Automatic Adjustment of Charges for Public Utility
Service on June 15, 1977 (1977 Order) clarifies the purpose of the 90-day timing:*!

The Commission agrees with Minnesota Power and Light that any refund
to the consumer may be made by either a check to the consumer or a
credit on his bill. Any refund shall be included interest computed at the

10 August 28, 1989 Order, Docket No. G999/R-85-789, Page 10.
11 June 15, 1977 Order, Docket No. A-8117-11, Page 34.
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prime rate..The Commission recognizes that it is neither feasible nor
economical for its staff to conduct a field audit for each automatic
adjustment filed with the Commission. The Commission notes that a field
audit is generally conducted in conjunction with a general rate increase
filing. As part of that field audit, the staff reviews the utility’s automatic
adjustment clause and the utility’s use of that clause. The Commission
agrees that the time period for refunding should be extended so that it is
possible to conduct a field audit of the utility’s books.

The final rule language incorporated these findings without change and stated the following, which is
consistent with the current language of Minnesota Rule 7825.2920, subp. 2:%2

Errors made in adjustment must be refunded by check or credits to bill 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
provided that:

(1) Such order is served within 90 days after the receipt of the filing defined
in rule PSC 394(b) or at the end of the next major rate proceeding,
whichever is later, and

(2) The amount of the error is greater than 5% of the corrected adjustment
charge.

The additional discussion in the 1977 Order shows that the timing provision in Minnesota Rule
7825.2920, subp.2, was meant to deal with regulatory realities in the 1970s. As the PGA and federal
regulations evolved over time, it became unnecessary for the Department, or the Commission, to
conduct field audits to determine whether changes in fuel costs were reasonable. Furthermore, once
the base cost of gas is determined in a general rate case, changes in fuel costs are now reviewed
separately from natural gas general rate case proceedings, in the annual automatic adjustment
proceedings. It appears that the Commission expected that review of general rates and fuel costs
would occur at, or around the same time, and wanted to ensure that there was adequate time to
conduct a field audit. This expectation is no longer relevant.

D. Observance that Minnesota Rule 7825.2920 does not indicate what types of errors it
covers, and that the Company was not aware of an instance in which application of
the rule resulted in a denial of prudently incurred costs.

As previously noted, the Commission’s 1977 Order is clear that Minnesota Rule 7825.2920 applies to all
error types. The Department is also not aware of an instance in which application of the rule resulted
in a denial of prudently incurred costs; however, this issue is currently being addressed in Docket Nos.
E999/AA-18-373 (regarding Xcel Energy’s proposal to surcharge its electric customers for refunds

12 June 15, 1977 Order, Docket No. A-8117-11, Page 34.
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proposed to be provided to its gas customers for Xcel Energy’s error in allocating gas costs related to
the High Bridge generation facilities) and G011/M-18-526 (regarding Minnesota Energy Resources
Corporation’s error in including Rochester capacity costs in the demand portion of its PGA). The
Department concludes that it is important to incent utilities to correctly calculate automatic
adjustment charges, and to protect ratepayers from utility errors.

E. Variance Request

CenterPoint indicated that if the Commission finds that Minnesota Rule 7825.2920, subp. 2, applies in
this instance, it requests a rule variance to allow the Viking contract costs to be included in the PGA
true-up. Minnesota Rule 7829.3200 allows the Commission to grant a variance to its rules when it
determines 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.

The Department disagrees with the Company’s conclusion that all three requirements for a variance
are met in this instance. First, CenterPoint incorrectly argued that enforcement of the rule will impose
a burden on the Company since it would be denied recovery of costs acknowledged to be necessary
and reasonable. As previously noted, granting this variance would adversely impact the public interest.
Allowing the Company to recover these costs in the true-up increases costs to ratepayers and requires
them to pay for mistakes within the control of the Company. If CenterPoint is allowed to recover these
costs by including them in the true up, it will effectively remove any incentive for a utility to
appropriately review, or track, the costs charged in the PGA because under-recoveries due to utility
error can be trued up later.

V. CONCLUSIONS

Based on the discussion above, the Department concludes that CenterPoint’s request to include
$224,226 in the Company’s true-up to be surcharged to ratepayers is unreasonable. The Department
also concludes that CenterPoint’s request to include past under-recovered demand costs associated
with the Viking error in future true-up adjustments over the period from July 2018 to June 2019 is
unreasonable. This disallowance would result in under-recovered demand costs of $2,064,349 and
cumulative under-recovery of $43,514,348 versus the originally filed $43,738,574.'3 The disallowance
would result in a minor adjustment to the true-up factors originally proposed by the Company.

13 Department Report, Page 29.
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Table G11a — CenterPoint Originally Filed
True-Up Factors per Dekatherm (Dth) by Customer Class
(As filed by CenterPoint)!*

Class Factor
Small Volume Firm $0.3620
Large General Service $0.2643
Small Volume Dual Fuel $0.2161
Large Volume Dual Fuel $0.2376

Revised Table G11a — CenterPoint Modified
True-Up Factors per Dekatherm (Dth) by Customer Class
(As filed by CenterPoint)®

Class Factor
Small Volume Firm $0.3620
Large General Service $0.2641
Small Volume Dual Fuel $0.2161
Large Volume Dual Fuel $0.2376

As noted above, the true-up factors assessed by CenterPoint since September 1, 2018 include
$224,226 in under-recoveries during the July 2017 — June 2018 true-up period due to CenterPoint’s
Viking contract error. The Department concludes that because the $224,226 under-recovery was due
to Company error, the relevant rules governing errors in automatic adjustments protect ratepayers for
errors made by the utility, and utilities should be incented to minimize errors within their control, it is
not reasonable for CenterPoint to have included the under-recovery in its true-up, thus surcharging
ratepayers for the error amount.

Similarly, the Department concludes that it would be unreasonable to allow CenterPoint to include
under-recovered demand costs during the July 2018 — June 2019 true-up period associated with the
Viking contract error in future true-up adjustments.

In order to rectify the inappropriate surcharge in place since September 1, 2018, the Department
recommends that the Commission require CenterPoint to apply a credit to the first monthly PGA after
the issuance of an Order in this matter to return the $224,226, plus interest at the Prime Rate.

V. DEPARTMENT RECOMMENDATIONS

Based on its review, the Department recommends that the Commission:

14 Department Report, Page 29.
15 Department Report, Page 29.
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e Require CenterPoint to remove approximately $224,226 of costs from its true up
calculation for the 2017-2018 AAA period;

e Refund to ratepayers, through a credit to the first monthly PGA after the issuance of
an Order regarding this matter, $224,226 in inappropriate demand cost recovery plus
interest calculated at the Prime Rate;

e determine that inclusion of under-recovered demand costs over the period from July
2018 to June 2019 associated with the Viking error in future true-up adjustments is
unreasonable.

e Accept CenterPoint’s FYE18 true up, as modified in these comments, Docket No.
G008/AA-18-573; and

e Allow CenterPoint to implement its true up, as modified in these comments.

The Department also maintains its recommendations in Docket No. GO08/M-18-462 as presented in its
Response to Reply Comments filed on June 19, 2019.

/ar
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