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PROCEDURAL HISTORY

In September 2002, Greater Minnesota Gas, Inc. (GMG or the Company) notified the Department
and the Commission that it would no longer qualify for an exemption from Commission rate
regulation, under Minn. Stat. § 216B.16, subd. 12, because the Company had reached the 2,000
customer mark.! GMG isthefirst exempt gas utility in Minnesota to come under Commission rate
regulation after reaching the 2,000 customer level.

On August 28, 2003, the Commission issued an Order requiring GMG to file a general rate case no
later than February 2004.

On February 13, 2004, GMG submitted its request for atwo month extension and the Commission
issued an Order granting GMG' s two month extension request until April 2004.

On April 30, 2004, GMG filed arequest for authority to establish its current rates as base natural
gasrates. While noting that it has a $528,000 test-year revenue deficiency, GMG did not propose
to change its rates up or down nor did it ask to collect interim rates.

On May 14, 2004, the Minnesota Department of Commerce (the Department) filed comments.
On May 21, 2004, GMG filed reply comments.

The Commission met on June 10, 2004 to consider this matter.

! Prior to this notification, GMG' s rates were regul ated and approved by the local
governing bodies (i.e. the municipalities and townships) of the areas in which the Company
provides service.



On June 18, 2004, the Commission issued its ORDER ACCEPTING FILING EFFECTIVE
WHEN COMPLETED. Inits Order, the Commission stated that GMG'’ s rate case filing would be
accepted as complete and the ten-month rate case period would commence when the Company
filed certain additional specified items. The Commission authorized its Executive Secretary to
determine whether and when the additional items werefiled.

On August 26, 2004, GMG filed additional rate case materials and on September 10, 2004, the

Commission’s Executive Secretary determined that the Company had filed all the additional items
identified in the June 18, 2004 Order.

FINDINGSAND CONCLUSIONS

l. RATE CASE FILING COMPLETE / RATE CASE PERIOD BEGINS

As provided in the Commission’s June 18, 2004, ORDER ACCEPTING FILING EFFECTIVE
WHEN COMPLETED, the Executive Secretary’ s determination that GMG’ s August 26, 2004,
supplemental filing contains all the additional items identified in the Commission’s June 18, 2004,
Order means that the Company’ s rate case filing is deemed complete as of the supplemental filing
date, August 26, 2004.2

Accordingly, the ten-month time period for deciding the merits of the Company’ s petition
commenced as of that date: August 26, 2004.

I. SUSPENSION OF PROPOSED RATES
Under Minn. Stat. 8 216B.16, subds. 1 and 2, the rates proposed by the Company become effective
60 days from filing, unless they are suspended by the Commission. The Commission finds that it
cannot resolve all issues regarding the reasonableness of the proposed rates within this 60 day
period and that the public interest requires suspension. The Commission will so order.?
[11.  ADOPTION OF INTERIM RATES

A. Whether to Set Interim Rates

GMG’s current rate case presents unusual circumstancesin that it does not seek arate increase and
has not proposed interim rates.

Despite no rate increase being sought and no interim rates proposed, the Commission finds that it
IS necessary and appropriateto set interim rates. First, Minn. Stat. § 216B.16, subd. 3 requiresit,
stating:

2 This Commission action, of coursg, is as to form only and implies no judgment on the
merits of the Company's application.

% In this Order, the Commission also has established interim rates for the suspension
period, under Minn. Stat. § 216B.16, subd. 3.



Notwithstanding any order of suspension of a proposed increase in rates, the
commission shall order aninterim rate schedule into effect not later than 60 days
after theinitial filing date. The commission shall order the interim rate schedule ex
parte without a public hearing. . . . .. (Emphasis added.)

Moreover, setting interim rates is appropriate because doing so would establish a date from which
arefund would be calculated if the Commission later determines that GMG's rates should be
lowered.*

B. How to Set Interim Ratesin GMG’s First Rate Case

The interim rate statute directs the Commission in setting interim rates to use (1) arate of return
on common equity for the utility equal to that authorized by the commission in the utility's most
recent rate proceeding; (2) rate base or expense items the same in nature and kind as those dlowed
by a currently effective order of the commission in the utility's most recent rate proceeding; and
(3) no change in the existing rate design. Fortunately, the statute allows an exception to the
automatic defaults identified in the statute if the Commission finds “exigent circumstances.”

Sincethisis GMG’sfirst rate case, there is no previous Commission-approved rate of return and
rate base to use in setting interim rates. The Commission finds that these are “ exigent
circumstances’ warranting the Commission’s departure from the statute’ s directives regarding
what rate of return, rate base, and rate design to use. Simply stated, these must be “exigent
circumstances’ because the statute cannot be interpreted as requiring the Commission to use non-
existent items (Commission-approved rate of return, rate base and rate design) thereby making it
impossible to establish the interim rates that the statute clearly requires the Commission to set.

Searching for an appropriate alternate basis for interim rates in these circumstances, then, the
Commission findsthat it is reasonable to set interim rates at current rate levels. Since the
Company is not seeking arate increase, continuing the Company’ s current rates as interim rates
will not deny, even temporarily, the Company any requested increase in revenues. And ratepayers
will not be harmed since interim rates will not beincreased and setting interim rates will establish
aclear date from which to calculate refunds in the event the Commission ultimately decides that
GMG’ s rates should be lowered.

Asto therate design reflected in GMG’s interim rates, the statute does not mandate use of a
“Commission-approved” rate design, but simply that the interim rates include no change in the
“existing’ rate design.” Theratedesign in GMG’s current rates obviously is “existing” and will
not be altered by adopting current rates as interim rates. Therefore no “exigent circumstances’
analysis need be applied to the existing rate design in order to authorize its continued usein
interim rates.

* Minn. Stat. § 216B.16, subd. 3 (c) authorizes the Commission to order refundsif final
rates are lower than interim rates.



V. MOVING FORWARD
A. Interim Ratesas Tariffs

Since current rates will be used for interim rates, there will be no interim rate adjustment (or
interim rate increase) to include or disclose on customer bills. However, the Company will be
required to label itstariff sheets as interim and file a copy with the Commission and the
Department.

B. Interim Rates Compliance Filings
Consistent with previous practice regarding interim rates, the Commission will direct GMG to

. file with the Commission and the Department of Commerce interim tariff sheets
and supporting documentation reflecting the decisions herein;

. keep such records of sales and collections under interim rates as would be necessary
to compute a potential refund with the understanding that any refund should be
made within 120 days of the effective date of the Commission's final Order ina
manner gpproved by the Commission;

. include in its public hearing notice to customers, an explanation of the
Commission’s decision regarding interim rates,

. submit the proposed notice to customers for approval by the Commission’s
Executive Secretary or the Administrative Law Judge (ALJ) assigned by the Office
of Administrative Hearings (OAH) to this matter;

. certify completion of this notice requirement to the Commission.

C. Executive Secretary Authority

For greater administrative efficiency and flexibility, the Commission will delegate authority to its
Executive Secretary to approve notices for the duration of this proceeding.

D. Next Step: Referral to the Office of Administrative Hearings

In aseparate Order issued contemporaneously with this one, the Commission is referring this
matter to the Office of Administrative Hearings (OAH) for disciplined record development and, if
settlement discussions are not fruitful, contested case proceedings to devel op the record as the
basis for the Commission’s ultimate decisions regarding the merits of the Company’ s petition.

ORDER

1 GMG'srate case filing is declared complete, effective August 26, 2004. The
Commission’s finding of completenessis asto form only and does not reach the merits of
the Company’s petition.



2. GMG’s proposed rates are suspended and the Company’ s current rates are adopted as
interim rates.

3. GMG shall file with the Commission and the Department of Commerce interim tariff
sheets and supporting documentation reflecting the decisions herein.

4. GMG shall keep such records of sales and collections under interim rates as would be
necessary to compute a potential refund with the understanding that any refund should be
made in amanner approved by the Commission within 120 days of the effective date of the
Commission's fina Order in this matter.

5. In its public hearing notice to customers, GM G shall include an explanation of the
Commission’ s decision regarding interim rates. GMG shall submit the proposed customer
notice to the Commission’ s Executive Secretary or the Administrative Law Judge (ALJ)
assigned to this matter by the Office of Administrative Hearings (OAH) for approvd.

6. GMG shall certify completion of this notice requirement to the Commission.

7. This Order shall become effectiveimmediately.

BY ORDER OF THE COMMISSION

Burl W. Haar
Executive Secretary

(SEAL)

This document can be made available in alternative formats (i.e., large print or audio tape) by
calling (651) 297-4596 (voice), or 1-800-627-3529 (MN relay service).



