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DIPOII Tftl PUBLIC UTILITIII COMMIIIIOM 
or Till ITA'fl OP BOOTII DAIOTA 

IN Till IIA'I'l'U Of Till APPLICATlmt . ) 
or HOI\'I'D.IIH iH'A'l'U PORt\ OOKPANY ) 
fOR AUTIIOil'f't to UTADLIBll _ J . 
IHCWSID RA'I'IIJ 101\ lt.le'fiHe 

·aii\YICI IH BOUTD DAKOTA. 

PJQI81QH AHp QIRII 

· On Juno 1&, 1081, Rorthorft ltatou POW@r Company (NIP) 
filod with tho Cummisuioft &ft applioatioft for autborltJ to· 
en~abliftb lnoroaood ratou for ito retail elootrlo sorvlot in 
Iouth Dakota. DJ tbo torma of itB applio&tioft, NDP tou;bt to 
lftoroafto rotail olootrio rovoftuot bJ approxim&tolt tO,l 4,000 

_Oft Aft &nnu&l blfti§, WbiOb OOnBtl\U\@§ 1ft OVOrAll ift@f@l8@ ift 
nnual nvoouo§ of approximilt!!lJ 1101.. ·· HIP oof¥1!§ approxlmatl!lr 
40,000 ouot~orB ln Iouth Dakota.- HDP aou1bt to imPlomont itl 
proponod rato lnoroaoo to booo§@ offootivo on D@oombor lfi, 1081. 
On Julf Ill, lOll, tho eommistioo filod ito Notioo of and ardor · 
for D@poftit and·Prooodural lobodulo boroln. By tho term. of 
that Order a oohodulo for tbo filinG of toutimonr and 1 timo 
tor boarin; WA§ O§tabli!ihod. If it& Am@ndod Order for and 
Rotieo of Proeodural Bobodulo ontorod on Ootobor 2, lDBl, tbe 
IVidontlll'f boarlDG §@t in tbo 01§@ WAft.dllAYid Oft@ day to 
aooommodato A §tAto and fodoral holiday. On 3optembor ao, 
1081, tho C@g§ifi&lon bold A 10ft6~r input bo&rlns in 3iOUX 
Pallo, Iouth Dakota. On Ootobor 13, lUili tho formal evi• 

· dontiary heariolft iD thiu oaoo W@fl oommooeod in Pierro. 
HIP WAB roproBonted by it§ OOYD§@l DAVid biWfiDO@ of MinnoApO• 
llo, llononota and by lamY@l L. Banton of Drtsso lftd Horsan; 
Mlonoapol!o, Mlnoo§ota; eommlsoloo &taft W&§ roproeontod by 
Wayno F. Gilbort and Doyle D. lotoo of OUnderoon, farrar; 

. Aldr-iob, Wtudor ilDd D@!lornll!!l&n, ft&pid <lit)', 8ou.tb Dakota. 

1)13cm!8Jotf 

I, 

A. HSP PQBition _ 

.• ,IIIJP IHBI!I!B Melnt)'l'§'o &dj\llltiiMIDtll to rato ba11o, nvenuoft 
. and OXPI!ft!i!IO ArQ bUOd Oll .. ltll 3&11111 loVell! &lld AIII!DaiAtl!d . · 

· · · d!ti!IUidli.. H iii lf!IP'IJ oootcmUon that !1001. Cbaptu 41!·:14.\ · 
doi!!J no\ prohibit 11111\IO of partially or fully foroo&llted te&t 
rearg.-· WitDI!IIII Holnt)'re teatified that be bad littlo _oonti
dvneo tbllt Staff 1 11 Oil!! I! IIUlhiD~ billtQfiOI\l t011t )'@Ill dAtil 

A -1 
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ono bUdletarv porlod forward in ordor to 11vo tbolr bUdiOi tbo 
appoar&nao of b@iftl prooloo. Staff alltllft that du1 to tho 
adoption of a bUdlot, HBP may roootvo rato bao1 troatmonto 
montho botoro lft ltom booom@o UBOd and uootul, yot b1oauoo 
tho ltom b@Olm@ uood and uooful wttblft thl bud11t yoar tho 
bUdlot will matotaln tbl appltriBoe of 1Jotn1 oorroot. Staff 
aao•rto that tbo foroo&At d•P•ndo boavllV on tb1 foroallt of 
nlo11 1ft ortl1r to Olit&bllob oool/rtvtlllle rolaHonllhlPII• Staff 
boli@V@II that nloo GllllftOt bo fonout ao&untoly t\u1 to· tho . 
proo1nt tliffioulty to for•oaotlftl trftnda. . 

!!taft IHoooo 1\i!llov to11HUod that liilltortaal tollt Jl!t.rll . 
aro not "b&ouard looklnl" in ll :uto auo oollt@Jtt, h 111 WH
Il@ftft Riolov's toottmoor tbat blotorlaal tftftt JD&ro adjuntod for 
known llftd m@ll§Urabll! OblDI@§ aro ADUftd for tl@V@lOPmlftt Of 

· approprlato aoBt/rivtnuo rolationBblpw. Otaff Wltnoftaoo 
Towora and 1\iolov toltifl@d tbat to tboir opinion, HIP bao 
tailod to dooumont known ant\ moaourablo ob&Diftft and tbat NOP 
i§ DOW tr)'lnl! \Q eapHAlil!.@ Oft tblt fallun by fl!ltU@ftUDI! tllC! 
Cill!ilift§lon to adopt a ft@lfsfulfllliDI bUdlot tbat offoro Httl11 
ooonomlo lnoootivo for bolDI OOfttsOOftiOlOUI. 

8taff ali@ftB in ltft Ol§@ tb&t tbCIJ bAY@ roOOI!BiZ@d moro 
adjuAt~ntA to HBP'o oaoo than thor bave in tho paot. Btaff 
Witnoao 1\lnlov, for OXW~PlO, annvaliAod non•rftvonuo produainl 
plant tbrOUI!b July Qf lOll, . a full olx II!Qntu aftor tho tost 
JO&r ondod. litno&§OD Ri1lov and ToworB additionallY tottifiod 
that NBP oould oftor known obaDI!ft adjuotmonto ooourrinr prior 
to tbo Col!'l!lililii91l Ordu. · . · 

Staff al110 notod, oontrlll'r to liD fHnooo llallltYro'& tlliU
.ooy, that UBAI!I of toroaa§t to1t yo&ra dO@ft not ooooADArilY · 
l!mit tbo numllor of rato inoro&IO fllin§B· 8taff pointn out 
that NBP fllod for an i!laroan@ in ratom in Minnooota on Jul? l, 
1881 1 onlJ tWO ~ntho After KlftD@BOta h3d liDD@d A rate in• 
oroa11o Ordor. 

StAff lltnoun Rlftlov furtllor pointed out that the Btaff 
must pro~ODD a ratu.ol§o within ntx mgntbD of tbo dAte of 
fUlllt;, and that tbtll rolattvoly rapid prooooainl Umo 
oouplod witb k11own ~b&DIO·tdJu•tmnlltB nhould make, in lltnouu .· 
RiBlov•u vlow, tbo to!lt year roanonably retlootivo of ourront 
\}ODdiUon11. · . 

n. 
lHWTAX HO!!$J.I24TIQ!I 

. A. !!SP PqeUton 

· HBP urged tho CQ!!!!!IiiiBion to abandon !to pan prooedont 
requirin~; p.ow-:tllrQIIGh of itu;oM ta~ benefit@ ud adopt 1noomo 
tftN DOJ'!IIIllU!lt:!OI\, NIIP WitDOIJ!I )lolntyro t@l!tUiod, tbat' tax · " .. 

.. -·' 

. , . ' 

·.,.·: .. ·. 
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DifOII 'fill PUDLIQ UTILltlll COWMIBIIOK 

Of TUI IT'ATI Of BOUTD DAIOfA 
~. · . 

. IN 'JDI. IIA'I'tlll. Of '1111 !PPLICATIOK l 
. Of NORtlliRM STATU POUlt et'IMI'AltY DliCIIUlK AHD ®f)lill 

fOR AUTROftiTY tO IITADLIBD 
IHCI\UIID RATII FOil ILiletmle .· tr•:l:181l) . 
lliii.VICI IN IIOUTII DAKOTA. 

on Juno l&, lOll, Hartb@rn lt~t@l PoW@r eomplfty (HBP) 
filftd wlth the Com~iouion an applloation for authority to . 
@ltAbliDh inaraauod rat@§ for ltD f@tail ol@otrio l@rvioe in 
Routh D~kota. Dy tho toms of ill applioaHon HI1P IOUiht to 
1narea1o rotail oloatria rovenU@I by appro~imately tO,l 4,000 
on an annual batio, Whioh oon1tituto1 an overall inar@Ai@ in 

.annual f@Yftnuen of approximately.tOI. NBP §erveg approx~at1ly 
40,000 ou1tom~rn in Iouth Dakota •. KBP loUKht to implement itl 
propo1ed rate inaroauo to booame effoatlvt on Dooemblr 1&, 1011. 
Oft July 11, lOll, tho ComiftliOft filed itll tfoUoe of ud Order · 
for Deposit and Prooedural lohedulo heroin. By tho.telm8 of 
that Ord~r a Dftbldulo· for the fillDI of te1tlmony tnd a timft 
for hlaflfti WI§ lltabli§h@d, ly its Am@ndld Ord1r far and 
~otioo of Proo1dural DobldYl@ @Dtlrld on Cft(Ob@r a, lD8l, tbo 
IYidontlary b1trin1 §Ot in too OI§O wao dolay@d one d&Y to 
ao~~dato a otat@ and f@doral holidlf, On Blptembor-30, 
lOll, tbl C~i&&ion bold a oonD~r in~ut boarinl in 81oux 
f&Hil, Boutb Dakota. Oft Ootollor Ul, lUlll, tho fofl!lal I Vi• 
dontiarr boariAIW in tbio oa11 wero oomm@nood in Ptorr1. 
KIP was roprl&lntod bf it§ oaungol David ttlwriDOI of Minnoapa= 

· lin, Minnosota and or 6&mUol L. BanDon of Drl111 and Kofllft, 
.. llDD@IPOlini· MlDft@§Ota. e~u&lon ltaff WI§ fiPf@l@fttOG by 

.warner. Ol bort and DQylo D. IAtos of Gunderoon, farrar, . 
Aldrlob, lardlf ADd Do~f§iloman, Rapid City, Sovth Dakota. 

· A. liSP Pol!itioa 

DIIIC1JIIIIJR!f 

I. 

TJfiT \'QII 

. · llliP lltDOBII Molntyro'g illlj\IAtMAU to 1'1\t@ bill@, l'OVODYil§ 
· and @Kp@ft§@§ If@ biBOd OD lt8l ilil@§ }@VOl& and a&OOOiatod 

dom&adg, It i& ~8P's oontontion that 8DCL Cbaptor 49·34A 
doog not problbl' VIlli of partiallr or fully forco&Dtld tc1t 
yi!!Arlio IUoon Molntrr"' lcDUficd that llc had linl1 llllRHK . 

· dono• \b&t Staff'• oaoo Q\illzing bi3torioAl togt year datA 
.;., 
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proporl? roflootn lOll oondltlono 1 lftd t. ~ltotetber iaauffi• · . 
Oitftt fOI' I'IOOiftiDiftl 1011 OODdltlODI, litneaa Wolfttyre tbea 
dettndod bia rooo--.oded u1o of fortoaeted lftd bUdltted data 
lriUiftl .tbat tbl OOMpltXitJ ABd tbOfOUibAell Of l bUdtet 
lftblftOOI itl rtli&billty, Kt alfto ttltifitd that it il UDDeOel• 
IUY tor \bit Staff to dovolop ittl oWil blldltt but tbU Staff 
oould tuUHl it1 fiiPODiibiUti·tl by retiowial tbt Compuy•a 
blldlet ia lilbt of hiatorioal re~ulta 1 obaaliDI ooaditioaa 
aad abaoraal doviationa. HSP ~~~ber claimed tbat itl budlet 
ebould be adopted booau•• there ,lave beea no aerioua oritioiama 
of lla aooun.or, iC bectu rofltHtl ooltfreveaue relaHoaahipa, 
ita aoouraor olft be 1111111d aa &otual roaulta ooour and it 
oaa ~ oorreatod ia the proooeo, and btoau•• oeriaua revenue 
I•P• will ooour if biatorioal ttat Jtlli'B &ro utiliaed, 

· MBP littoaa Molatyro toatitiod ·tbat otbor Juriadiotiooa 
bavo bl.4 IOOd · tllllfitDO@ Ill ill I forOOUtld teat )'Uri bated Oil 
MIP'I ~ll41t', and tbat tbo blldl~t bu biltorioall; proved to 
bt quitt reliable la rtllootinl tbo atar futuro. ltO&Illt tbt 

· ln&dlttl art llHd prlllarUr tor t•IJ•r&UAI, plaDninl and ooacluot• 
· lDI Ca.panr buliDtll, ht btlitvtd tnt bllclltt to rtprtltDt tbt 
C:aQ~lllf'l lltlt tUOrtl to forttUl itl fiAIAOial future, HIP 
aleo ooattDda ctaac tilt bud&tt@d clan la 11\iptrior to I taU •a · 
lliacorloal tt1c rear, lAd furthtr. ooattl41 tbat Staff'• cltter• 
ataatiODI bave failt4 to work in the paat. 

1. SttCf pgtlsiop 

Scaff oppoa .. tho \lit of partially or fully tortaaattd te1t 
Jtart. asatf litAtll Ritlov teasif1t4 snas.tbt pqrpoat of a 
rase iaortaat applioatioa la to cltrivt oolt/rtvtnu• relation• 
ahipa thac will ht in tffeos for the fortboo.iat ptriocl. Ho 
aaiasaintcl that hiacorioal claca rtfloott aotual oolt/rtvtnuo 
rolasioatbip&, and whoa IAJuacocl, i1 a bttttr indioacor of 
futuro l'tl&tiOIIhiPI than A bllclltt. litDtll RlilOV CtiSlfitd 
Sbi.C & blldltS il battd Oft l ltl'ill Of &lftUMPSiOAI, proJtOtlODI 
ancl 1\lllllll .adt IIJ 316 depa~mt btada, &Ad that liVtft tbo 
n~btr of people involv-' &If tnt poatibility of •rrort oa sbo 
pii'S of nob, budlttil uy b4J adt'IY•C. for plulllac, bus lack 
auffioitac prtoiwion for rat..a&iAr. 

IUU lil:Dtlltl ToMf8 lAd lililov poiAt;@d OilS l:b&l: ~p· I 
olalm tbat tbtir budcoc ptrforma accopt;lblr 1D other Jurile 
diotiaaa la aa allowed vorua oaraod.rtt~A son•• it ~&niDI• 

. ltll.btoiUII th• bUdltt btOO..I a t•lf•flllflll~lll prOphtOf, 
lca~r olaimA tbat SIP oaa &Del doo• c~ txptndls~•• co choir 

· btnttic whoa • tonous stat ft&l' lla .. d oa their budccs 11 
utiliz•d· · Staff btllevo• that ~IP .. , 411ay txptadicurta fror. 
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ono budsota~r period forw&rd tn order to 11vo tholr bud1ot tbo 
appoaranoo of bolnt p~ftolno, ltAff allotfti that duo to tbo · 
Adoption of A bUdiJilt, Hill' IMf :fi!MlV@ Utft billA trutlll@ntll 
~Dtbft b@fOf@ AD ltOD D@Oom@@ Ui@d ADd Ui@fUl, Yilt bOOAUI@ 
tho ltom b@ftlm@ uaod toll uuoful within tho bud1ot roar tbo 
bUdlilt Will Dlintatn tho APPftlf'lnOi of bOiftj ft6ff@ftl, ltAff 
~aortn thAt tho tonol#t dopendA boAvtly on tho forooaat of 
MAloa in ordor to o&tabliob oo•t/~mvonue rolattonuhipl. StAff 
boltevtu tbAt ltliln oannot bo tortollt aoourattlr due to tbo 
prt&ont dtffioulty tn torooagttnt trondt. 

8taff Witnona ftialov teattfltd that. hie~orloal tout reara 
itro n@t "blokwud looli:lnu" in & riltl! uuo oontoxt. H in wu .. 
noun ftiulov•o teattmony that hlotorloal teat yearo adJuatod tor 
known and m@asurAbli ehAHKI!ft ·art 1nuod for diYtlopmtnt of 
·approprtatt oont/rl!vtnut rtlatlonlbipl, lttff lttnftii@U 
Towtrs and Rtolov tootifi@d that in their opinion, NDP baa · 
failtd to dooumtnt known and m@IIUrablt oh&nltB and that NIP 
ts now trrtna to aapttallBt on thiB tatluro bY rtqulotint tbt 
COI!l!lliftDiOD to AdOPt il l!@lf,full'illilil bUdlllt thAt ottor11 Uttl@ 
@@OftDmiG lnotntiV@ for btiDI GOil"@OftiOiOUDo 

ltaff &l&trta tn itD aaut that thtr have rlaollftiltd mort 
adJuntm@DtD to HIP11 oano than tboy bavt in tht Pll!t. Staff 
litft@U Ri!llOYj fOr @liUJ)lt, llDnUillii14!d ft@ft•f'@V@ftU@ prociUdDif 
·plant tbrouah ulp of lUll a toll llx montbl lfttr tho toot 
rtar ondtd. litDIII@B ftiolov and ~werB·AddittonallJ tolltiflod 
tblt HHP aould offtr knftWD ohaDI@ adJugtmtnto oaourrtn1 prior 
to tho COI!l!lllonion Ordtr. 

8tlff aliO nottd, I!ODtrary to HftP litnogs M1!1Dtff@ 11 tooti
mony1 tb&t Ullill! of torooa§t ttat roara dota not noet111rily 
limit the n~er ot rat11 lntroato tllinll• ltaft polntu·out 
tltat HBP fUod for ilD inortll!i in ratoa lo !Unnosota on July l, 
1081, only two month§ aftor Mlnnouota had i§§U@d a rato in• 
oroa1111 Ord11r. 

3tllff lltol!ul! Ri6lov further potntl!d out that tbl! Staff 
~ot prooOBI a ~ate,o&BI! within aix montbo of tho dato of 
filinl, and that tbiD rolativolr rapid,prooo••inl timo 
oouplod with known obanro adJu•~nt• lhould mlkl!, in lltoo11 
RiBloY'D vtow, tho to1t roar roaoonablf roflootivo of aurront 
!20Ddi Uon11. 

n. 
IMW TAX HO!UfAhlWlOt! 

A. ~poaltion 

. . NBP urgl!d tho.C~iftDion to abandon ito paot prt~odont , 
roquirinr tlol'f•tbroush of inoiHM! tax bl!nl!fHa and adopt inoomo 
t&X DOI'll!lli<IIUOn, HfiP lfitnl!l!ll Klllot)'ft! tCU!tifit!d that tAX · · 

·, .,·· 
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aora&lia~tiOI better &ohitYtl the 10&1 of equity and fatrataa in 
rat•• than !loti flow-throuall. Otlt of the rtUOII liYta. by lit• 
Dill Kftlfttyrt ia tblt til DOtalllR&tiOft IJDOftrOilRtl tbt ftOOI• 
aittoa in ratta of tilt dtduotibilttr of lA expeaae with tht · 
"fiOOiftitiOD Of tht IIPtDii itttlf, 1ft Othtf wordA, utdll' 
llOf'lllUllltiOil P~tdurea, inoae tutl Ut allooued over tht 
lift of the PllAt liYiDI riat to tht t&X.txPtftlt r&tlltr than 
to the ootatruottoa periOd wllto tht ooata wtrt aotulllJ paid, 
Another HUOil liftll bJ ltllP il tblt tlow-Ull'OilP tl'tUIMilt 
lilllOfdlDI to tht RIC, oolti fllttpaptra tbt t.IM at llOf'll&lLil• 
tioa. (Dowtvtr, 01 rtbuttal, KIP arau•• tll&t aooordilll to the· 
KuaaobUi!tUa AooountiAtl For Publio llauu 1 ln~t., llOlii&UuUoa · 
il 1111 OOtllJ tO tht OUilOI@fl thaD flOW•tbrOUID•) . 

MSP turtbtr ~filii otrt&lA fiAdlDII .adt by tilt FIIC 
11 ita Order Ko, 1•4 to tupport Wita••• Kolntrrt•a contention 
that aoraaltaatiot 11 10rt lair ~Dd tquitlblo tban tlow-throuah. 
Thill liadiDII lfll . 

(1) That nor.tlil&tion balano•• obli1ation1 to inaure 
rt&IOA&blt rat11 to rattparer• wbilt .. tntaiaial 
th• tlaa~oial ilttlrltr or tbt. utllitJI 

(I) That IO~llllliOD ll tort proporlp OOIC•blltd 
Cb&D flow-thrOUibl 

(4) 

(II) 

(0) 

('I) 

That tO DOI'Rlii!llU.OD !Hitl tbl Jllllt &lld 
fi&IOD&blt ratt lt&Ddardi of tho rodtr&l Power 
Aoc aod Kacural Oa• Aot; 

Tbat tax tor.altl&tion 11 likely co product mort 
1tabl1 nccu1 ovor UM tllilll tlow-chrou1h; · 

Tllat ~~ advorot ineontivo• art 1ivon co eomp&aitl 
bf tho uao of aormalia&tion; and 

Tbat iw.uanot ot a ltaorio rulo rouolvinr tbo 
iiiUtl will rowult in adaiaitcracivo tftioituoy 
aad olartcr wbiob wUl beattie au Plll'tiow. 

NIIP litDIII MollltJrt C@lliified tb&t till ldtl of I "ponuntnt 
cu aavint" ro.ultiDI frl!!l nontaUntiou il not a valid ro&I!OD . · 
tor reJootiof normalia&tioo bto&lllo oo auob pormaotoc tax 
aavto11 roau Cl from normalil&ttoo. Tbt rea1oo there 11 no 
auob I&Yioll 11 tbac cax deferral• do revor1o, or turn around. 
liCntll Molntfn llllilll'lJ t .. U.Utd. tii&C .ll (l'OWtb ln tilt . 
&llf•lato •1•• of tho aoeumulacod dtforrod tax aooount doe• no~ 
Juicily roJooUoD or ux DOI'l!IAUnUon pqUoiel btoau•• oven 
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thoUib tho aooount: ln tbo alntroaat:o mar b_o trowiDIJ, individual 
tlm1DI diffOrODilftil ltill If@ f@VifllDI OODtlftUOUily, . · 

N8P contondB that it IMAt bo pe,.itttd to utililt nor• · 
mallaatlon.ln ordor that itA aoooUAtiDI proooduroa oonform · 
to IID@flllY IOiliPttd aooountiftl Pfinoipltft, in thii iDitlnOI 
tboao omboditd in APD Ko. 11. · 

NBP pointa out that ita other reaul&tinl Juriadiotlona 
all utililt normalilation and that tho uniquo treatmont in 
South Dakota li ro~uirinl apooial aooountina troatment thtt 
la beoominl moro oompl@K With timo, Utnoo HOP ar~QII that 
billiUIO ot·tbl FIRC oomprohiDiiVI fiYitw oi thi iiiUi, Chi 
treatmont wivon tho Compaor in othor Juriodlotionu, aod.rooont 
tii'Oilda in tAX 11'11 Ollan1111 f&YOfiDI DoR!IUiililUon, tho CIHIII!Iil• 
lion .llhoultl f@l\11111111 HD PADt prl!oodoi\L 

D. Staff PoQlti@n 

Tit@ 8taft !lriiU th@ C-illl!lion to GonUnuo Hl!l put prooll• 
dont ro~ulrlnt tlo'lfstllrougb of 1noom11 tAX bllnllflto IIMOIIPt Whllre 
todoral law mlki!D it ~prudont to do I!IO. 

Staff litn11111 Drown t@Dtifllld tbtt flowEthroush 111 d11111rablo 
bto&ul!lt lt rl!fli!Otl!l in utilitr rat@l!l only tho aotual tiX@I!l 
paid or payablo And bllo&uoo it matoh1111 eootft impoa@d on tho 
utility with tltoft@ tnoluded in rati!D. 8t1ff Witn1111 Drown 
alDO tllltifiod thlli flOW=thfOUGb il lODD @Oitly to tho 0\lltllm@r 
thin tnoOmll tax normaliaatton. Tbl! r11110n flow-through ill 
lt!IUI oootlr lo tiiU o\ll!tl!!!!oro pay our ronny, undor norma lin• 
tion, for tedllral tni!Qmll taxea tbll utility will pay, thooroti• 
oally, only in tho l1t11r Ylllrll of thll plant lifll. Donat, timo 
v11u11 eonuidorationo favor flow~throush 111 thll lllllll oo11tly 
&ltllrnatlvo for euatomera. AlDo, Staff WitniDD Brown ttlti• 
fied that the ~lit of oapital for a utilltr ill lllllll than tho 
oont or oapltal for moat oonDum@ru. 31nae the ouutomoru aro 
Jiven oarrrin3 ohar301 on their aontribution of fedor~l inoomo 
taxeD in advanell of tho payment of tbooo t1xoa to thll federal 
IOVI!rnm@nt 1t the utilltJ'O coot of capital rate, moDt ouDtomora 
will never be fllll? roimburDod und11r normali~ation. Staff 

. furthor 1r!NoJJ thati bO!liUI!e tho tiypo of deduotioDI! at ii!I!UO 
reeur rear att11r rear 110 1on3 A§ thor11 ia 1 oon11truottan pro• 
1ram for oitbllr new or replAO@mont plant, oieb JOI\1' 1 11 tax 
••vinR senerated by aongtruotion will in all likelihood 
oxe1111d IDJ tax aurrelltl)" payable unoaiated wUb tblt "turne 

· around" of ddorred taxo§ rollltod to. oldn plant. Staff 
explained th&t-tho rol@on total tax111 aurrontlJ payable will 
not, inaroa1e aver time il! that tax ll&vinp uo IVntrAtotl. 
•aah year, llllt-revorn very alowly, 1enerally over a period 
ot .about 30 year§. MQreover ,' StAff WUae1111 llrowo t!tAtetl · • · ·. 
Chat U l3 l'el!iODIIble to Al!!!ll!!l@ tl.lllt_ till! utUUy'a tiX · 
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ded~QtlO~I Will fiQ~f I~Cb lD lncrt~liDilf Jrl~tlf a.GUDtl 
beoauaa ol real Jrowtb aad evaa ~«eat prtoe taflattoa related 
tO OODitNOtiOA IXpUdUUHI• 'rlleretOH 1 lltt.ff QODOlUd .. 
tb~t, u ~ pr~otlcal aattar, ~ utlllt1'• aotual tax lt&billtJ 
will Dever be tnoraulll btclllll tYtll u ux dettrr&lt turD 
&rouad, OODitNotloll Of DIW lad l'IPllO ... ftt pl&Dt il 
aeaeractnr aore aad probably artater tax dtduottona 
eaob tau •. 

. . AI tO tbl lfi\IMIItl adYIAOIIt bt DOl'llllilltlOil propoatDtl 
recarcU~r tqllltJ betwtu preltAt oil futllil rattp&Jirl, suu 
YltDIII Drown tlltlfitil that ldOptiOil Of tlO~tbfOillb dOll lOt 
flllllt ill !JltqUHltl bttfttll. Pl'IIUC: lad tuturt fl.ttllaflrl• 
Tilt ftrat l'IUOil tb&t it ill llO\ lll@illlltablt il tblt l:bt 
ut11ltJ 11 aotual tax.11abtlltJ1 la &11 probabilitJ, will never· 
taortatt btoaullt of tbt taot ta~t til••• dt4uotioaa recur. aad 

frow. 8tooadlJ 1 ltaff ttlltifitd that adoPtioa ot flow-tbrourh 
eve1a out the total revenue requir ... nt a.aooiattd wttb ~ · 

ata1lt plaat over tta ltto. Tbe alttraatlve, t.o., normaliaa
tloa, would require tb&t ouat010r1 on tbt •t•••• at tho time 
a aew plaat oo.~• lato rate batt at ttl tul , uadtprtoi&ttd 
ooat not onlJ bt burdtaod with the return oa tlltt tavtttmtat, 
but alao bo burdtntd with lfl&ttr a.ount11 ot taoo.e cax 
exptDIIt tbaa would bt tho o••• undtr flow-tbroUib• fina11J, 
tho 8taff atltrta that it ia inoorrtot to 1tatt that thtll 
tiX IIYlDII btlODI CO futuro l'lltPIJifl bt01111e pl'IIIDt 
ouatOMtra1 ~ltbou111 not required co pay a current return oa 
ooattruot oa work tn protrttll 1 h&Yt paid rattl batod on tho 
COIIpUJ11 OOI!IPQilto OOit Of oapital wbioll b&l HID IOQIIffd 
both tor ooattruottoa and proatat operattona. 

Staff Witn111 Brown toatifitd that hor rooo ... adatton 
re,ardinl now-cbroulb 11 ont tbu ia 1a aooordanot wUb 
reur&UJ aooopttd aoooYDUIII prtnotpltt. AUhou1h AID 
Oplnioa No. 11 roqutroa normaltaation, tho Addoadum to·APa 
Opinion No. a txompta public uttltttoa tron thtto requtromeot•· 

Ill, 

ti899!!8JH PBI·CJBTlf!C:\'tiO!! msxsr:s 
A. H§P foai!ion 

Tbl iiiU.I Of liiOODIIiD prt•OirtiU.O&Uon IXPODMI ll'liOI 
biO&UII NSP-It.oonain oblliiiiCI Ua IOOOIIIltliiJ Pl'Oilldllnl &od 
ourrontlJ exptnata tbrouJh tho Coordill&tllll Atrtom.nt it• 
prt-oorctUoaUon oxpon1111 Wbillll iDolllclt "tJJptDIOI iaourrod io 
planai.at, obt&illllll onviroomontal &Dd otbor tt:Udioa, aod all. 
othtr aoUv1t1•• required to 11ouro tJOYti'IIIMIAtal approval• 
prior to rtoetpt of oonatru.otioa oerct.floate• autbort&iDI . 
eltcnto produotloo ucl tl'lliiRitlloll fui11Utt proJtcta." 
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• 

M8P conttnda that btaauao tho charaoa at itiuo aro billod pur
luaot to an IIIC ratoaobodulo, tho South Dakota Commiaalon 
baa no oboloo but to allow KBP to pa11 tbtal on to rattpayora. 
NIP ariUII that Wbill tho pfl•llftifioatlon IXPiftill lfl 
at.llar. to.tbe Trrono•rolatod oxptaata thoro la no aurrtntly 

, pendlDI fiRC.atae roaardln; prt-aortltloation •xponata. Mort• 
ov•r, NBP Vltn••• lalntyro arruld that ltatt•a reoo.a.adation, 
(Ufu), la not a vllblo option alaoe NIP•MlDDIIoU will have 
no llllt on ita 119oka with whtab aaaooiattd pre-otrtitloatlon 
IXPIDIIOii MIJ Ill OlpitaHlltd, . 

D •. !taft Pgaitiftn 

Staff VltDiii Drown rtaomm~adod that NBP·MlDDiiOtl Ill 
flqUlrtd to Olpitalilll lliOOftilD Pfi•OiftlfiOatiOD IXPIDIII 
anf IUbltquoatly rooovtr thtm ovor tbt lito of tho fao111ty 
to wbioh tbt ooati rolato, Fro. an aooountlDI vltwpolnt, Wit• 
no111 lrown toaUUod thlt aoata of tbll naturo aro profl@rly 
aapitallaod ratbor thao oxponood. ltaff turthor ooDtonda that 
if oertaln pro•oorHfioaUon OIIPIIllll do not. rtlllllt in oonnruo• 

. Uoa ot a faoUUrt apoal&l llonaidoraUon oan btl alvon to 
· cbo IIIIOrtlua.Uon 01 tb@llt ooau Jullt 111 'l'yrono ooate are 
: ournanr boiniJ oonahltroll. · · · · · 

IV. 

NUCLIAR PMN"f p!!CO!O!I!J819!!11!9 

A, I!BP J!o!!lUon 

Ia tbia prootadinu, NBP ia atttmptiol to bavo rooocnized 
in ito So11th Dakota rotail olootrio rattl for the firllt timo 
an inaroauo in doprooiation ratoa tor nuoloar taailitloa 
attrlbutablo to till! addition ot ·a "IIIIJ llontln1onoy" aUowanao 
to ito onainoorint ootimatou of tho aoBt to doaommioBion tho 
plantn. Tbo lloproaiation ratoo tor nuoloar faoilitios undor- · 
lYiDU 1!8P'o pro11ont Uoutb Dakota rotail ratoo lnaludo a 
DI!!JAtiY@ 101 llllVIliO &ll0Wlft~llt 1 "llioh illlpUoll that it will 
oo1t 101 of tho oricinal oo11t of tho faoility to docommilltion 

.tbo plantu. In tbiB proocodiDI M6P ia a111o propoaiu; to 
obt.n1o ito m@~bodololf for tbo reoovery of aotiolpatod nualoar 
fuvl lliapoaal ooot11 and deoo~iuaioniRI coata to a uinkiDI 
fund .Mtbod. NSP contond11 Uli "afi~ oooUn~;cncy" aUowr.nllo 
ia proper oinoe it "II dorlvcd by oxporienood ooncultantu 
who IIIJ@d A Milll!!l\1!1 baae Plllll · COfttiDIODOJ IIOCbod, "IIlah NIIP 

. ,, ·. couendu lu oulilioa&rJ &nd appropriato for ODJiAoorinc outimAtea 
of ainc1o event ooot11. tUIP Witnoaa Ewora touUtiod .tbat tho . 

· depreciation rate iauuo waa fully and oomprohenaivoly lltudiod 
in. Marine bator':! tM ~inno11ota PubUo UUUUe1 Cominion. 
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. ' 

Tbt iiAfttiOt~ CoaDilllOA &PPLrtfttl~ baa &llowtd NSP to lmPltmtftt 
1t1 propoltcl deprtoi.uioo rue, &Ail NSP Ul\ltl that a different 
rate iA South Dakota would oauae aooountlnr problema for the 
COIIp&a,, 

NIP further 1r1uta that reJection ot the oootiDitDor would 
..oUAt to a lltliberatt undtratattmtot ot the beat ttt~tt ot 
tilt dtOOiailliO.Ililll OOitl btl!allll llro htl'l t .. tUitd Chat iD 
llb exptritDCI 0 OOI_tl Of dtOOMilliODilll DllOltar prOjtOU 
are alwaya undtreac~attd. Vr. l .. r• turcbtr poiftcea out that, 
iD hie Of111ioa 1_tbt totlattoo race lltWDptioo looludtd to tbt 
tftliDtll' I IICta&tt Wli modii@C, . 

NSP OODttftdl Chat if Staff litlltll Towera• objtctiYt waa 
co &Uow tilt btlt tiUJI&Ci! ot iltcc•taaioDiDio tbt. Compuy 11 
propoaal thould bt liPltmeDttd btoautt MIP hll ttcablitbtd 
OODOlllliYilJ that Without tht IIODtillllllOf, tilt tltllatt 11 COO 
low. If tilt tlt~ace taoludtd ultt.attlf prov11 coo low, 
futuro ratepayer• would bt ioordtaattly 11ddltd wt'h 1 coat 
IIIOGilttd with plillltl froD which tbiJ ftotiYtd DO bt~lfit, 

. NSR ll'IUOI ~bat tho dooemmilliOftiDI OOitl art IUbjtG~t4 
to periodic review for updiltt &Ad_corroatlon, 1£ atctll&ry, 
and tbac tbia aaforuarda cooaumera, fiaallf, ~IP oontoada 
that tc would be vafair if tht Conaiaaion aooopta tht tiakiDI 
tvod .. thodoloJJ, wbioh ro4uctl ourront rovtnuo rtqutromtntl, 
but rtJtOCI tht GODtlDIODOJ lAd lmpoltl dlffiOill\ ICCOYDtlftl 
prolJlou on liSP ln tho proona. · 

D, Steff popition 

SCaff lltDtll Towtrl did DOt dliPUtt NIP'~ propQIQd OhiDII 
to a ainklDI fund mtthodolOif of rooovorp ot tho ooata of . 
dooommiaaioalnl and nuoloar futl diapoaal. leaf: Witnoao 1owora 
did noc take illllt with tbt aotual dtoommlaalontnr oatimatoa 
vodorlyinl MIP'a 4oprtoiasioa rato, wbioh iaeludo incidentally 
an allowanoo for lnfl&tion la tho. latorvoninc Jt&ra •. the . 
only ll'el dllpUUd bJ ltr, Totten Wlt8 tho "1111, QODtiDIODOf" 
allowanot propoeod to ho roeovoro4 bf K&P. &taft litm••• 
Toworu COICifloll tb&C & 10\ DCII&tiVI l&lY&(O iDdlOitll 'bat 
~~ will ooat about 1161qoo1qoo to dtaommiooion pl&Ato witb au 
oriliD&l coat of l66l,uvo,uuo.· Ho furthor oxplatood tb&t tho 
new tattm&toa propoaod to be laalu4w4 by H8P tnoludo dtcommi•
aiODIDI ooata of fllll.l l!lllUon 1ft li'li 4oUan, 10 ioereaao to 

_ coat trow 101 or "" oriliDal coat ot tbo t&ui.lltf to over . 
ll'l;'. iii'; TOHI'I tllttflod tblt in tei'M Of prieo 1.tVt1.1 1\ 
tbo t~ of dtOO..llliODiDI, tho now oatimato 11 1762.1 ·million, 
or 130\ or tilt pl.&Dt'l orllln&l coat. -

'··' 

A· \0 
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• 

. . . 1 . . -

· ot tbe 1121.1 •tllion wbiob ia KDP 1a lateot eatlBate, the 
detailed en1ineerinr eatimate ot \be actual coat ot diamantlt• 
.ant and removal acaounta for ,tft,O million of the total. Tbe 
rMainiDI U-t,ll million repreiltlltll tbe 111!1 oontiDIIDOY11 

allowance. 

Btaff Wltneeo Towero reoo~nded exoluoion of the conM 
tiDIIllOY allowance. Ue teiltitied that the entlneerlnl analyala 
doen not explain the need for a oontln1enoy allowlftce, out only 
atatea that auch an allowance hall been added to tbe eetimated· 
ooiltll to detnmifte a total oon. · Mr. Town turtbn tuHHvd 
that the llll! -Of I. "oontlntftnoy" llllOWlftOI! IIUIIftltll thllt thtre 
ill 110111@ unoortttlntr lnvolvoll in the entlnoniDI llllllliu 1 wbioh 
lntUolltOB thu tho ut ilu.tlli !!IllY bo too hll!ll or too low, He 
rooommondell tllat ln the aboeooe of porouAtiVe evillenoo to lndl· 
oate that tllo dot&illll on,inoorint DtUilioD ar11 wholly or, 
on balance, unllorl!iatod by Ul\, tho oontlnlenov allowttnoo be 
ftXOlUded, · 

In gupport of ita roe~nlloll oxolll8lOD 1 8taff Al'IUOD 
that. tb@n Arl! & nll!llblll' of unoertalotie11 involnd in thlD area 
wblob allould be OOIIBllleroll, liOI!Ill of whloh mttr provo IIIIP'.II 
out~lltl of 11ven the haole d~eommilllonln,, let alono.the 
aontin11onoy, to \lo too hil!b. for oxMiplo, IIIIP '11 atudy ouUlnocl 
four mod111 of dooommielloninl 1 and 11el!!otod ono tto tho moat 
probablo. HBP oonooclo11, boWQvor, that tllllro 11 unoortaintv 
that evon tho motbod on wblob tho oont ontimatoo ttro baaod 
will ultimatoly be uaod •bon tho planto aro dooommloalonod 
ln thft noxt oontury. Moroovor, Staff polntn out that ovon 
doeommlnnionlng poliolo3 and teobnolOIJ mav obanse in tho 
intorvl!nlng Jl!anl thlll'l!bf nndl!r!.nG tho current oaHm&tell 
wron;. If roeomm n11lonin1! booomo11 toobnolOKloally Vlablo 

· beforo thoDo pltntg ore @xhaulltod, the mon!.e11 oolleotod for 
doaommi§§ianinu would not oven bavo beon wholly needed in 
tho lirut inDtttnao. 

Staff oontondu that tho doaonwloeioninw lllt~l\@e may 
bo rovlowod porlodlattllJ and that if KBP i§ ablo to dcmon
§trato tbat a oban;o 11 warranted, \lai11d on on1Lnoerin1 
analyoiB, tbe rato11 be roviBe4 at that timo, but that thoro 
lo no valid re&Don for allowln& oollootlon of thiB un~pportod 
"lllift oootin~;~moy" &llO'II&nGo hom pre~~eot ntopayou • 

. v. 
Ule9lm m EXPmllf!8 

. A. · Staff tosttion 

Stiff Witno•a Drown tootifiod tbat M8P'3 income tax 
oxpon3o allow~tneo ~tl!o11ld boCOI'!PIItld§o tbUit 1.6 oon1111!tont 
wltll tho inlloM t1x oxpen!!tt wbloh ill lmpUod by tho rato of · ·. 
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B. Hlp P9!1\Ugn 

NSP llfllll t\\t C:olll!llllllon to rtJtot ataU•• propuu&l co 
bato todoral inoo10 tax oxpon1o and workiDI oapital oftaota 
on cbo bmtho~ioal capital atruoture rooommondatlonu of Staff 
lltao•• 1laon. HSP litnoaa Molntyro toatifiod that Statf'o 
reaomaondation re1ulta in aoai(ftlDI more intorolt oxpon••• 
tban MSP aotuallJ baa and tb&t tbi1 propo@al 1erve1 only to 
further ponaliao MBP and further deprivo it of the oppor,unity 
to earn it11 authoriaed rate of return. Additionally, Mr. 
Kolntrre ttltifiOd tbat Staff Witn••• Brown·l• violatlDI tbo 
"aotual taxon pald" prinoiplo wblob 1b1 otllerwl,. advooatoa 
in Ill ill I bJpotheUoal hx doduoUolll. · . . 

VI. 

. . . NSP llflll tbo Collllllllion to liiVI llD!illtllfbM ltll pro.IIOD' 
. aooounti.Dfi.MOII&Dl!lm wlliob will flowbaok &11 deforrld tf.,"{lll 

to raup&JII'I OVIDtll&llJ 1 albtic ovor a p•rlo4 of timt 1oarer .. 
. : ,. 

A·\"2-
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th~n tho aBiooi~tod pl~nt llvo1. NDP Wltnonn Yolnt?ro ttatitlod 
ln tavor ot thli politlon parti~ularly in lllbt of potontlal · 
taK rato tnoroaao1, whioh h~ te1tlfitd would roqulre tmpoaitlon 
ot an lliiiOrHuHon ot tho lh~flolenoy, NDP turtlitr oontendil 
that tho ourront ay8tom will oqulttbly troat ratopaytrl with• 
0\&dllrUpllOft Of thO normal IGOOUAtlDI prooe11 and WllhOUt 

. alldUional and UI\Wll'r&nU!Il l!llptnle to thll l'lltiPilJI!f, NIIP 
note• that it1 prooedure hal hotn aorutintaod by tho FIIC . 
audit ataft and found aool!ptablo to the• and thllt the prooodu.re 
111 .oonailtont WHh ORC Orllu Ko, lU. NBP dOll! not dltputt 
tho taot that thoro 11 AD oxo111 in the aoouaulatod lleftrrtd 

·tnoomo tax aooount, but doou tako taauo.witb ltatl'a rtoOMDtndod 
threo y11r 11110rHntton p•riod. 

D, Staff poajttoo 

Staff propoo~o an adjuocmont roduotnr dotorrod fodl!ral 
lnoomo tax oxponoo by amortlainu ovor throo yoara tho oxooso 
wbtoh now oxlut& in HBP1& aooumulatod doforrod inaomo tAA 
aooount by virtuo of tho taot that tho oorporatl! tax rata hao 
boon rl!duood. Dtaff litnoBu Drown toatlftod that ~rior to 
January l, lD?D, Douth Dakota ratopay@ro providod aororrod 
taxoa with roG&rd to todorally mandatod tax normaliuation at 
ratoa ln oxallftl of tho ourront todoral tnaome tax rata of 
401. Undor normall&atlon procoduroo tax uavingo arc dotorrod 
at tho prevaillnl tax rato on ~ho thtory that thouo taxoa 
wlll bo payablo in tho futuro. ltaff lltnooa Drown togtifiod 
that tho aoaumulat@d dofllrrod inoomo tlX aaoount now inaludau 
amounta whioh will ba roquirod for & futuro thoorotioal lnoomo 
tax oxponoo which would ba tully lnourrl!d In tho futuro only 
11 tho tax ratou wero then in exooon of 46,, Henao, 11\o 
rooommendad th&t tho oxoeou be roturnod over a ohortor · 
three year parlod rather than HOP'o propoaed period, whieh 
would not roturu all aooumulated doterrl!ll iooome taxon 
until after tho plant in retired. Witneuu Drown rooormondod 
a throo·yoar period ln order to aoBUro that tho ouotomorn 
who provided the deforrod taxoa will havo o better opnor
tunlty to reoovor thom and booauao a throe year period· · 
woulll oonUnuo the amortinHon period tlo~n in NgP•u prior 
proaoodlns. · . . 

Staff eontondo that thoro 11 no roaaon not to paaa thia 
tax oxooan baek to ntopilyora now, rllt:hor thl\n wlliUn!!' until 
aome dlatant point in the futuro tn antiolpiltlon of tho 

· poulliblUty th&t ux ntel! may JO up &(Din in tbl! future. Shtf 
· WUMIIIJ Drown uaU.Ued thRt u ux ratoa 110 up, no adJuetmilnt 
to tho ilQOII!!!Illll.tod doforrl!d 1Dil0!!!@ ux 1110011nt will b~t noel!&• .. 
ail I')' und@r flOW=thrOUt;h IIIHlOIIfttiftl (Whloh Staff 11 .ali!O l'QCOIM11!Rd•: ·, ·. 
tor). · Finally, Stdf not@& thnt ita roeOMondl\ttoo ill not . . . . . · 

• tneonaliJtont nth nmc. Qrdu No •. ·144 •. · · .. :·: 
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vu. 
AIPAll\ Ald.OIM!CJ AMOIIUZAJIOlf 

A •. l!Sp PRIIiUn 

• 

HIP WltAIII Malntrre rta~ldld an a.ortlaatton period of 
tbl'll Jlal'l tor tbt rep&lr 1\llOWUCII I'IOOIIpMIC, lfitlllll · . 
Malotrr• telt111K tb&t a tllfll Jill' ..OrUaaUoa would be 
ooatlettat with the parlod propott4 bJ Statt tor tbe a.ortl• 
aattoa ot·exatll d•ftrred taxtt. · NIP·t~tbtr ~VJporta itt 

. tllrH rur period IIJ ooattndlftl .• tllat · rutt aotu&UJ pro
·ytdlar the. tax blattle have b111 la etteoe IPprox~ttlJ a 1111 reara. . . · . . 

a. asatf.roatstgp 

ltlff ltl'lll With HIP tbat tax blftlfltl IIIOOlitld Wltb 
tbt r•p1tr a1lowaaot prevtoualr tlowtd tbrou&b to aoutb.Dikota 
ruop&Jtl't, llllbll!quonUr parttallr dtaallowtd u tax dtdua• 
tiona bJ the 11\1 lbould bo roaoupf4, Tilt taaue it cbt 
11110rUar.UoA parlod •. ltatt wua .. a Drowa ollo11 aft 1110niat.• 
tiOft period of fl¥1 JIAI'I beaautt tbt tax deduottoaa in 
qutadon nro takon onr tiYo Jtal'l, lt'lll throutb lii'ID, 
&lthollfb tho tax deduottona aotuallp related to atx tax 
roar• (HIP·rotroaotl¥1lJ tlllatad·to t1ko tho repair allowance 
Ia on• roar). Staff litDtll Drowa aODOidtd that wb1lo a 
abortor period oovlcl be uaodl till ttvt rear. ptriod bad a 
rational balil. Moraovor, 1 nco una.orttaed ..ovnt• 1ro 
included tn tho rato baao, tbore il no.quoltion that HSP 
will rooovor all co1t1 plua o&rl'JIDI OOitls 

VIII, 

WJJtTI!IJHO mpsg . 
A, NSP pqalttop 

HIP IUDOII Kofntyr¥ toUUitcl tbo\t tilt COI!IPHf' I 111Dil'l}' 
IUIIPh'" ld¥Ol'ti11nl thollld bo allowed bt!OIIIIt it pl'OYidta ill
forma~iOD Whlob 18 uaotul CO OOAIWICI'I iD mtkiAI flltllrt fuel 
cboiooa.and in modifJiftl enorrr uoo pattt!rna, llld thorotore · · 
la of. benefit to cODIUMtra. NSP turtbtr arru•• that lt hal an 
obllration to maintain contact with tho oooftomio lito ot tbo· 
1roa cbat it aerve• and that 4dvortiliDI ia a prt.o way of · . 
doi.nf that, . HSP oontondll that. tb• C'o•ialion 1hould DOt · . 
eli•• low· •dvotrUiiAI tlqlollltt unloll tho txponditurta an 
txceaalvo, UDwlrranted, or lnourrtd·tn bad taitb booauae tbt! · 

· typo and quuUty of uvortiaina ill a !lllttOI' wbiob allould be 
, dooldtd by RUiftiOnt,. . • · . ·· · . . · . . . . . . ··. 

. . 
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D. Btttf po1itioo 
St&ft WitnOII lnadlo rOIOmmiftdftd tho OKOlUilOA of ,a,141 

Of &dvorHiliDI dUOllilllltt!d blf HIIP lUI 11t!l1t!flf lllPPlf" ll.llVt!ftilins, 
but Wbiob Staff 11\nt!ID Klltdlt! tt!i\lfiod WIUI lAI\ltU\lODll 
in lllltun. litDtlll Klladlo lt!ftOWIODdod exoluai.on ot tbiiO 
oxpondlturoa booaua• \boy aro not nolt!lltry lor tho rondltioo 
ot. etfo, tdo~uate lftd roli&blo olootrio aorviot. Tbt &dl in 
queatio11 abow that ttotll aro bolns oooduotod.ln the hope 
that IU'bliO bflctllt!\11 aisht find DOM lilt! U full,. lt&U 
IUbillitll tbllt \bt!IJI t'po Of. lldl do not MOt tlbl ltlftd&rdl lOt 
forth b' IUD IIIII lnlllo anll therofore aboliU be dllllloHil, 

IX, 

OONATJQHII 

A, NSP Popttioo 

MOP lltnooo Molnt,ro oupportod inoluBion of ontritablo 
oontrlbutiool in tho oo1t of aorvloo. no tootitiod that. 
inoluoioo or tht!Bt! amount1 io ogpoot&llv a~propriato now ln 
tl-.o of 1ovornmont rtduotion in aupport of AOoial pro1r&m1. 
Ho ttatifiod that 8taff'o otandard iD too limltod ~ooauoo NOP 
baw a rouponalbllitY to looal and oharitablo orcaniaation&, 

. Ho atatod that tbo orcanlaatiooa bonofit all rooid1nt1 ot 
NBP'a South Dakota aorvtoo aroa and that it 111 tho euotomorD, 
not tbo atookholdora, wbo rt~ooive and ahould fund auon bono
titu. llnall,, 11 ll oo~rOMlll tolution, Mr. Molnt,ro rcquaotcd 
lnoluoon ol at l111t ono•half tho oharitablo contribution•, 
tboroby offelniDI a ahal'in!J ol tho npo1111o betwetn ratepayer• 
and 1\0okholdora. · 

o. steff Poajttqn 

Staff WltDOBB lnadlo recommended tho oxoluolon of 843,837 
of "oharitablo" aonributioog from N6P'8 opor&Unt~ oxponl!ol! 
booauoo tho oxpondlturoa wore no~ OIIODtlal to tbe·rendition 
of nfe, &d. oquato and relhble ell!lltrio liOrYioe, II taU Utnt!I!B 
Knadle cootiUed that llUI!tQ!!!t!rl! I!I!Ould be troe to donatio to .. 
1111oh orgaainUon• 1'.8 tboy ollllOII@ ud not be toral!d to make 
oontrlbucionli to organigationu tbi!Y mlght no~ otherwi111 
iiYpport throVI!h tht~ir ell!otrlo \lUlu. 

x . 

. - .. , 
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A. N8p JlolitioA 

NSP Witae11 Kolatrre auppor~~ lnolullon ot &o additional 
intl&tiOD &dJUI~ftt ot IUIO,OOO lbovo that refllottd in ~SP 1 1 
diraat aad rabuttal proaontat1ona. · NSP ooatonda that the in• 
elution of tllia a.dJutiHat would allow tor lnfluioa bo,ond 
tbe ond of the. teat roar ot 3.18' la lOll 11d 3,88\ in 1112, 
or.looktd at lftOtb&r war1 would approx~ate iall&tloo durinl 
1011, NIP lriUII llllt tao ldjult .. lt 11 I OOftllrvatiVI OAt 
aad 11 appropriate ia lilbt of tho probable Dtotmbor 11, 1111 
etteotive date of theta rat••· NIP alao uaerta that the 
exptDIII bein1 ldjUatld Ul llOl rtl&ted to riYIDUI produOUOD 
aad that . tbtre are no otfaetU.IILialea iAorou11. fiuUri· 
KIP ar11111 that ita prapoaed ld tioaal adjult .. at ta ati1 
OODIIrYatiYI beOlUie1 iD lCII Yltw,.a two Jl&r inflatlOQ . 
adJu•t .. Dt to approx~at• ltll aonditiona t1 rt~uirea, 

B. Ssatf pP!1Slop 

Staff rofloottd in i~a dirtot preaenta~Lon an adJuttllllnt 
to operation and ••inconanoo not othtrwiat adJuattd tor in• 
fl&tion. ltatf Witnoaa Drown tottifitd that cbo Btlff did not 
OPPOII thil adJUAtiiiiU bt.OI.UIII of I. lllPfiM .eourt dtoilion 
whlob dlrooted tho Commiaoion to •akt euob an adJuacm~nc. 
Staff dooa, however, rootat the Companr•• ro~utat tor an 
additional inflation adjuatmgnt (wblob HIP roquotted for tho 
firac elmo on tbt final dar of btlflDI in thtl praootdinr). 
Staff wuntllll BrOWD tolltiti@d that· tho initial aUonnoo mado 
by Staff, in btr opinion, aatiafitd tht eourt'• dirtotivo. 
Tbt proatduro followed in both tho Court aaao and tbit aaao 
wa• .to apply ont•ba1t or the porotntlll inart&lt in unit ooaco 
durina the toat yoar to teat yoar 0 • M. Wttnoaa Browo 
teatifitd tbac tbi6 prootduro, io otfeac, rtflaato in H8P'a 
oo•~ of tervico iaf1ation at yoar•ead levola. &Itt recommendod 

.not &dJuotiDI further tor iotlatioo btaauoo Ciliata not a 
known obanro aod beoau1o it would be improper to employ thta 
rourh oacim&tinr toobnlquo to refloat inflation wltioll may 
ocour cutaldo tho confine• of tho teat yoar Dtlootivoly with• 
out &altlliDI otllor ohanr•• that mllht bo ocourrinl lD K8P'o 
opor&tlODI boyood tho Coat yoar. Staff arru•• that productivity 
.. 1 0. exporioooed by K8P io oartaio are&~,· AI an tX&mplo, 
ltaff oooCoAdl tbat 111011no oxptDit may oat ioorea.e •• it 
did durioa tho teat year, or aay even dtoltno fro. Cbt teat 
year levela, deaplto iooreaaoa to the wmit oo•t of , .. 
bocauae of .art fuol eft1oiont vebiolta Whioh b&Vt ~tn 
aoquirtd bY H8P in the poat-toar year period. Staff ootoa 
that tboy biV@ DOt Jli'OPO!!Id IUOb ID ldJIIlHIHDt for the 111110 
roaaona it roaiata N8l''l! propo!!td inflation adjuatment. 

Sta!f IUDIII Browo toatiUod, U did Staff lHtnOIIIMIJ 
. Rialov and Towora, that uti1itiol have every opportunity to 
identify aod como forward with known ohan1o1 ln oo•t• and if 
the adJon.enta uo propuly devo1oped chore oan l.Jo ao · 
dlapuco !!.bout tboir iaolullioo io nveouo roqu1r1Mota; lfUIUIII . Brcllri 

.-14-. 
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teatifted that, 13 a praotioal matter, a utilitY doea not have 
to ekhauatively atudy every nintlo rood and aervtoe purobasod 

. by it. abo atatH that bt toou11tn• Oft Juat a tow of tbe 
llli'IOI' OOIDPOfti!DU Of "otbl!f 0 a It'~" uotlutl' uHUt)' ln tl!@ South 
Dakota Juriadiiltion Wlll llblo to spooitlll&lly tdontUp til• 
oroaaoa tn l!oata tbu 'll@ro nurlr @llUivaloftl to, it not 
blthlll', tllan Hn orifttnally Pri)JlOitll tftfl&Hoft &dJUIItMIIt, 

. Ptnally, ltatt Al'IUII that KIP'n tlltlattoa ll4Juatmont 
waa not proaontod tn a tlmelt manner, but iftltoad wae a lllt 
•tnuto roquoat wblob did not allow ltatf tho opportunity to 
fully aorutinlno and dovolop ita poaltion. · · 

XI. 

IAol ANP FICA ApJUJIMIHII 

· At hoarlnft, HIP Vitnenn Uolntyre toatitiod that ware 111d 
PICA lnor••••• whioh will tako ottoot J&nuarr 1, lD8a woro 
dovolopod by applyinr tb@ new rateD to to1t voar work toroo 
lovolu~ HDP 11'1\lll that I'QQOiftltlon of those &dJultmonta i1 

·propor and oruotal if KIP's ratOI &ro to bo Ju1t and 
rt!luanablo. HIIJI Arl\ll!l that tho c-t••tou i11 not eonlltl'linod 
by law or ruloD from tnoludlDI tho January 1, 1882 rate 
obanioll, HOP ttlad altar tho olo1o ot tho ho&rln; 1n . 
additional oxbtblt dQOumtotin; a furtbor waro iuoroa•o of 
11111,000 whiob nlato1, in part, to tbo aWIUion of uployot~a 
lllhlloquont to tho tout yolll'. HIJP atato11, llOfiVI!l' 1 in U11 . 
Reply Brlot that tt will toro1o t1li11 amouat if tho other lAbor 
adJU11tmont11 aro roaognizod. · 

B. Staff Popitton 

Staff objootod to H6P'o atttmpt to introduoo into tbt 
rooord lato in tho ho&ring additional tntorm~tion ro~&rdtnr 
tho WilKO and FICA tnoroa11oo whioh will taka oftoot January 1, 
lD811, Staff Wltnooooo Ri6lOV and Toworg taDtifiod that thoy 
had no toohnlaal obJaetion to inoluuton of suoh &dJuutmontv 
u they 111oro. tn · taot lmo'!ll\ !IDtl M&aurablo and if th11ro wen 
no local i~potllm@nto to thoir inoluvion. · Additionally, Statf, 
through·tta Reply Drlof, auggostod oortnin rofin@m@nt• to 
tho Janu8ry l, lD83 ••1e anti FICA rate oh&DJOB it thor wore 

· to bo oonoidorotl by tho Commi3aion. Tho@o roflntml!nto would 
lliOOUy NSP•u pJ'OIJOIIed iulju§t!!lllntll trOll fQ03 ,104 to Sli4l,71H 
Uoi' lAbOr) and frO!!! 131,380 tg $31,711 (tor PICA). Staff 
dooa.not objoot to tho inolYuion.ot tbo Boptembor 1, lt8l . ••r• rate obancu •Mob Add approxttaatoly StiO,OOO to rovonuo 
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requir ... na. 

· .. · 8taff'a abjtOUOAI to tbt IIUilll'f 1, 1111 COlt cbUIII 
relata to the tact that they .. re.uat~lr ttl-', tbat· the 
Co.il11l0A 11 filiAl tulll pl'tClllde OOalideratiOI Of Chill 
14JilittMiltl, that tbl chlllltll U'l lOt DOft Ucl MIIUtat.lt, 
aai that thll'l a&J be lotilliall OOIItfliltl tO thlif la• . 
oluatoa. . . . · · · · · 

xn. 
!PpJ,PI PWC!JT' 

A. !S&ff po1ittgn 

Staff litiOII TOwtfl l'IOaa.eadtd IXCllldill fl'OD l'IVIIIll 
raquir ... ltl il thil proottdiAI 8801,000 &IIOCiltld With tho 
aam10n equitJ rttlll'D oa 11norattnr aapaottr aurplua wbtab 
will axttt on MDP'a ayes.- durill the .w.~~r of ltl3. Mr. 
Towtrt dlfiald aurplua oapaoicr aa.tbl ..ount by wbiah tht 
C~&DJ'I IOAil'lllll OIP&aitJ IXOt-'a·tbe COMPIIf 11 Olp&OitJ 
oblit&tion, wbiob iaoludea the aolnoidtat poak dtm&Dda of . 
itt outtomoro, fir. aalo obltrattoaa to otbtr utllititl, 
aad til• oblilatorr, KAPP•rtqulrod 181 roworvo martin. 

ltatf litatil Towara idontifiod tbe amount of turpllll 
oapaoiti bi looktnr at tho VAPP Load aad Capability Roport 
of Apri , 081. Tbiu roporc &ndtaattl tbat avail&blt oapaoicy 
oxottdt oapaottf roqutr~montu bp tTl Wl.at tbt ctm. ot tbt. 
1011 po&k, by 7t4 Ml at tho tt.o of tbo 1011 peak, and that 
tho Co1111anf txpoota tho uurplut to ooaUavo. throucb tllo tWIIIMr 
of ltlt, a bttt tn doolininr &aouatt. In ID88 1 tbt ourplua 
11 oxpootod to tnoroaao •• a rotult·of tbo &ddltion or tho 
t31 XI 8boreo Ho, 3 unit. Kr. To .. rt atloulatod hia · 
rooommtndod diuallowanoo on 1Dt Kl of oapaottr, tho oxpooctd 
aurplut durtnr tho polk tn 1082, btoauno ltll ta tho firtt 
roar that ratou Oltlbliuhod in tbia proottdiDI Will boeomo 
ttlooUvo. 

Staff Witn••• ~wora ceutitiod·tbat ~aauwo tho portion 
of K8P' 1 plltn "biob ia uurplua ta oloarl}' not "uaocl ud 
Ultflll11 .in r!tndOrint I.I.OOU'iO ltrYiOI CO ff1JI11 t OUitOIHI'I, 
tilt c~anr'• protons south DAkota outtOHrl abould noc bo 
bllrcltno<l wttb aU tho 008tl or tho plant. lowover, booau•o · 
HSP1t outtaora will <l~trivo lunaofHI frOI!I rooonc pbnt: 
allciUiOil!l 111140 by HSP, Plli'Ueul&rlJ tho lllbltlntill iiiYtll'i• 
mont• to tr&namillion pl~ac ~biob wor@ roquirtd to obcain 
800 M1l ot. ll!!hODAl OllPIIOitJ fro• Jf&Ditoba lfydroeElectrto · 
Board, Ur. TO .. ra ree~nlll that onlr th~t eownon equitY 
rttura.on tbt IUtplU!I OllPilOity ~ dillllowed• Thil DlllOI 
that NIP•Kiallt!IOC& would bt tntltltcl to r¥eover all ita 
out-of-pookot eott• a.•oetate<l wttb ita ltn.rRtiAJ plant 
ud ·tilt llanttoba~Rydro U'!YIII!!i .. ioD faoUJ.Uel, indudtnr 
1atere•t an<l protorrl!!4 no<:k 4ivt<loncta on tho. debe ao4 pro-
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torrod atook aaaooiatod with tho plant involtm@nt, doprooiation 
oxponBo, oporatlon and maintonanoo oxponao, and proportf taxos. 
Anothor roaoon that ltaff Witn1~1 Towors 11 not rooomMindlnl 
a total dtoallowanoo of all tho ooatn aanooiatod with tho 
unnoodod plant iD that ho toatifitd that ho baa no evldonoo 
IUIIOitlng ltlt tho Company IOtld imprudontlJ in OODitfUOtinl 
tho plant or by taillnr to Bilk a buyor tor tho oapaoitf onoo 
it booamo oloar that tho oapaoity would not bo aoodod to moot 
intornal loada. Mt. Towora toatifiod that it thoro woro 
ovidonoo of imprudont managorlal dtolalona, tho atookholdora 
.ahould bt roqutrod to ab1orb all aoltl of aurplua oapaaity, 
Evon thOUih hi had.ftO IYidiDOI IUIIIItlDI that HSP aottd 
lmprudontly, ho attll rooammondu·a 1harin1 of tho aoata of 
OXOIBI GIPIOlty bOCWIIn ltOUkhOldtfl lnd f&topayorD btUlUIO 
tho common Bba~oholdoro rooolvo a roturn on thoir oquity 
whlob lo hithor than tho roturn& allowtd on othor forma ot 
capital boaauao thor aro oompon1atod lor tho rtnk1 thor IIIWII 
ao roaldual ownora ol tho Company, Mr. Towora oontondo that 
thll "riok pnml\11111 would liOt bo JuotlUt!d U tho ril!k of 
oarniDIB ahortfallo io olimlnatod bJ plaalDI tho ontiro 
burdon of advorao dovolopmontu on tho utility's ouato .. ra. 

Mr. Toworo toutlliod that hlo rooommt~ndatton doo1 not 
provont NBP from actually oarntn1 an o~uitr roturn on itn 
lDYOitlll@llt in thll pl&nt, If till .C:O!!Iplllly 11\lGOIIIdl in illl 
affortB to aoll tho unnoodod oapaoitr, tho oapaoitr-rolatod 

. rovonUII it roatiVOI Will lnuro to thO bODOflt Of tho ltOOk• 
lloldo~. On tbll othllr bind, if th11 e~tnaion dooa not m1k1 
tho adJvAtnont ho rooommondo, tborobr 1ottln1 ratoo with tho 
implicit auawmptlon that NUP will not bo &blo to aoll tho 
oxooaa, and NDP aubooquontly dooa aoll tho aapaoity, tho 
Companr'• otookholdor1 will bo aamponaatod twioo tor tho 
1111!11@ Ill! !It I , 

B\att Witnoos Toworo oomputod tho aomm@n oquity return 
ADIOGi&tod Wi\b tbD OXO@§ft Olp&oitJ OD tho b&Dil of tho NSP 

·avoraco n•t tnvontm@nt in Rll.suob.taotlitlou. Ho did thtu 
bOOAUD@ bO toutlfiod tblt tho @XQ@§U OIJ!&Oity OIDDOt bD 
auuoolatDd with Dpeoiiio IDDDratinG unitB or tr&numtuulon 
AGI'Iliii!K!D til, . 

. Mr. TOWOf3 dil!llll@llld AD. &Uern&UVI Mthod of truUnR 
tho OODtO _llDIIOOhtld With OXOIIIII OIJIIIOltf, . Ho i!htod that 
tho al!'noonted o~tpital llollto oould bo dotorrod, tn effoot 
treaUns tho OXIl@lli oapaolty u tb!lUih it WDf@ oonatruotion · 
work in progroBD. Tho Company would capitalize an allowanoo 
·tor ll!nda U6e4. dUl'lDR tho (!@l'lOd Of tliO IKC@BI! CAPACitY And. 
racopayor~J wo11ld llo rolievod ·uf.PDJinl 1 ourr!!nt.roturn on 
tho plant. Depondlns on tbo @Annor in whiob oogto would be 
ddorred, the ~P'-Df 1 § utlloklloldoriJ.could oven~uallrreoover 
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' ~ . . ' . 

all oo1t1. Mr. 'fowtra cUd not ruo..nd thil altlre&Uvo, bow
tver> btoallll be beUt'ltl that HIP'• ttadllolder• llaOilld aot 
bt btld bar.lt111 rather that the oottl be lll&rld bttwttn . 
rattpayer• and *'ookbolctero.. · 

8. K!P fotUion 

KIP•Mllllltlota tbrou&h ttl lltDttttt KoiAtJl'e lAd CalktJ 
dilpUtt Mr, Towel'l 1 l'IOOIMIDd.ct IIOIII oapaoltp adJillt .. ftt 
on 11vtra1 rrounda. lttentlallJ1 .HSP'• pottttoa 11 tbat 
110 aurplua aapaaltJ tXltta wbta takiAI lato aaoount all 
·rtlevant eaoDOilo lAd otbtr taotora. IYtA it a 1urpllll 
dlcl exlati HIP OOiltiAdt that Mr. TOwell bU llOt tdiDtUl•tt 
tht IPtol lo aurplut oapaaltJ. 

K8P &riUit that tho 111 rtttrve rt,uirt .. at of XAPP 11 
not a· maximw~ level ot rtlervt u Kr. Tower• t.plitl tbroutb 
bit &djultmtnt but ratbor ta a miatmu. rtttrva levtl. KIP 
litattl CuktJ oonttndt that tbtro art aotpelliDI rt&IODI 
1:bat HIP bat innaUtd oap&oltJ ill IXOUI of the WP rtttl"'t 
r~u1r.111nt, ud tVtll 1t cbtrt wero not, it it unrtalon&blt 
to txpoot a utilitJ to b&vo inatalltd oapaoitJ prtoittlJ 
equal to tbt mln~w.. · 

NIIP IUDtll CllkiJ toaUUed that NIIP bu dotorminod. iii 
lovol of rotorvol ~J oonatdoration of tho typoa and 11101 
of oxiatlnr f&oilitioo, fuel avatlabillty, indivtd.ual 
plant rollabllitJ, plant location• on.tbt trantmiolion 
.,.,,., ou1tomor daili 1nd ••••oaal load patttraa, oppor
tunittoa tor ncw taof. Hioa with lowu ovonU ooata, and 
tht po1tiblo loll of -.Jor faollitiol cluo to IOvorm=~ntal 
aocton or otbor oau1t1 borond mana(tm@Dt'a control. Mr. 
Calkty tooUfi@d tbu HIIP a polioJ. in maintaininl rotorvo 
lovola ia to aobiovo aoalu ot low ooot power and. a roli&blt 
power oupply, HBP bao 1one abovo traditional rttorve mlrtina 
tor ooonomlo roa•ono, partloularly to avoid UllDI bith ooat 
otl 1onoratton. lltnoo HSP aoquirod ita oll·firod tonoration; 
tbo ooat of oporatinl thoto unite baa beon drivon Up by world 
OYIDU drivinl liP thO OOU of oU, ·. HIIP li1:DOIIJ CuktJ 
tootitiod. that HIIP roapoodod to tboao ovonta by eonatruottnr 
ooo-oil taoilitioa to mlnimiao uoo of oil to tho ltnor&tion 
ot eloocrtoUJ.. NSP eontooda thoro oan be no quoauon ·. · 
about tbo prudonoo of aequlrinf· the oil·firtd taoilitioa 
to tbo ttrat loatanoo oona!dor OJ all rolovant ooonomtc 
faocora. Aa co whotbor NSP abould maintata· tho·otl•tirod 
conoration codar oonaidortnr tholr hirb optratinl coat and 

· tho hot tbac tilt)' nro not u~ed durtnr tht. tnt poriod, 
liSP .contonda tbat thoro llrt !!llny hotora iuvolved in dooidtnr 

A-2o 
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to retlro 1 plllnt. NIIP llu dl!llilll!d to keep tlto llDHII for 
·~•tom rolhbiHty purpoeu and aollttndl thllt tbl! un1t11 
providt & rtlativol~ abl!ap lllluranoe polioy·&llllllt powor 
abort1g1u of wbatover oauuo, Moroovori N8P oontenda tbat it 
ta not ro&uonabll! to llDiumo that & uti it~ m&lnt&ln ita 
roaorvoa at proolaol~ tho tar8ot lovtl at all tim@a 1 par• 
tloularly booauno oapaolty oa11not be added etttololltly 111 
amall inoromontn. 

NIJP OOI1tllftdll that tbll I!IIPADI110n ol ll utUU~ l~llhlll 11 
a Jud1montal dllaialon whlab maniRtmOI1t·mu•t m&ko without 
.bolnl uooond•K\lllllllld by flll\ll&t.ora and coui'tu. .NIIP oontonda 
that it bu mtdo lt1 dooiftioniJ wlaely &lul in .tbe but 
intonitil ot 1u ouutamora. 

NIIP dluputl!il 8t&H IHDI!il 'l'OWI!rl 1 OOiltonHon tlllt 101110 
porUon of NIIP'• IJI!nor&Hillf CAp&dty 111 not tully 11UIII!d 
&lld uaotul" 1n nndntn1 fll!rvioo. Campany Witnoa• Cauk•Y 
toattftl!d tb&t bauo and intormodiato plant& aro tntonolvoly 
uuod and uuotul to tho H&P 1yotom. ·Tbo M&nltoba Hydro 
lDt@fCODDI!Otion 11, lOCOrdlnl to NSP, fullJ Uf!l!d and UI!OfUlo 
HSP 1110 aonti!Ddl tblt thl Pllklnl unitl Arll vory UllliUI 
and beneficial to tllll Dfltl!m. In aummary, NSP dcoa not 
bollovo tll&t oapaolty in oxoof!o or tho l&\ MAPP•roqulrod 
rouorvll roqulr1ment iu noeouuarily not uuod and uaoful. 

NIIP·MinnoBota next oontondl tb&t ovon if thoro oxtutfl 
oxcoo1 oapacity, Mr. Toworu 1111 not l!pl!aifioally or eorroecly 
idontlfiod it. NIIP contond1 tbat Mr. Toworo' uuo of tho 
avongo not 1nvootl!li!Dt to all floUitloll tn ool!lputlnc tho 
common oqulty roturn roprouont1 1 conooptually lneorroec 
mQtbod of adjuoting revenue roquir~onto. In addition to 
doprivlns N6P of a return on lnvoutmontll whieh ar• oloarly 
Ullld and uuoful, NSP &r@UOI tba,-i, t&ill to ~•cogot~• tho 

. lmp&ot on opentinc eo11U. In otbor wor1111, tho NI!P ar~mon~ 
ia that it ia unfair to allow.eustomoru to roel!ivo low coat 
power from the nower baae load eapaoit? while not requlrlni 
them to pay a full ~eturn on tho iovoutmont. 

NSP ar~Uil& tb&t Staff obould have idontified cpocitic . 
unitB and computed tbl! oquity return on theft@ rathor thin on 
tho avoraso inve§tment of the Company'a wboll! oyotem. NSP 
oontendo that ita idontifioation·of oll•fired capacity •• 
excl!oo would have to be Ylllld if &Df adJuotment iu mado at 
all, , HSP &l!!O IUlJIJilllt!l that IOOU!!Nlated dl!terred iOO<l!OO 
~IY!IIII bO. DO.Uild OUt a&ainlt tbl! inVOitMnt, 

... · As to ilr. Tonrll' ort;\ll!l!!nt tha~ rnjp oan moko H111lf 
whole by. a.elling ita o;:~~:cel!u, the Company ut&teu that I!Uoh 
.aale• oannot occur an thore in our~llntly no market for aales 
in tho NAPP pool. · ·-
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llll,; 

A. HIP PgtltiOD 

· HIP oLtoa till'" anu of difltrtDoa ~'"" tbof.r oomputtli 
workinl capital ucl thlt of ltatf 1 . . · · 

1. fbe aborttr rtvo•u• ltacl dar• propoaecl bJ lt&tf 
Wttn••• lollilt (~t.o cliJI) 11 ooapared to that 
propoatll "' ltiP < 4:1 .a ore). · · 

a. ltaff'a ute or bJPOtltttoal 1011 ttra debt. 
tuttr .. t. 

:1, Jo troatliiDt rco~B~~~ndtti bJ Staff tor tbt roturD · 
OD OomiOD ltOOk I~Uttp, 

HIP taktl oxooptloD to Wltnota IAacllo'• rooommtftdtd rovtnuo load 
4&JI buio&llf btOI\llt tlltJ OODttlld tbo l&tO PlfMil$ Ob&rlt 
it not knoWD or moaaurablo anti tbortfort would be tnoapablo ot 
rtfltOtiDI tf\lO OOitt. N8P 1110 CODtiDdl tb&t tbl lovtl of 
late pa,.eat Ollll'lll propottd bJ Staff Wltnota. lnadlo art · 
iaapproprlato. 

NIP clt••rr••• with Staff lltn••• IAacllo'• v•••• of pro• 
forma lonr•torm «•bt tntortot for dtvolo,m9Dt of tbo workinl 
capital allowance. Tbo pro forma tntoroot amount dovolopod 
bJ Statt litnoaa Brown in NSP'a optnlot .tnaorreotly retloata 
tbt bfliOtbtUa&l o&pitd otruoture to•UUcd to by Staff WU• 
noes Wll•oo, NSP al1o objoota to tnoluaton qf any 1ntereat 
related to tbo fln&Aoinc ot CliP, •• CliP lo no~ lnoludocl in 
rate baao and 11 not funded ~Y ratepaytro. NSP furtbor aon
tondo tb&t Staff 11tn••• Rlolov 1 • oono•ro• about bookinl ArvDC 
prior to tbe ttmo tntoroat 11 paid aro untoundt4 •• lntoroot 
ud ~uvtdonll P•JMilt aNit preoHt bookinl of AJ'WO, 

. MSP obJoota to Staff lltaoaa Rtalov•• toatimoDY. that tho 
return on oommon atook equltf lbOuld not a. rcoocui&od tn the 
lq otully, NSP beUn•a 'IUDOIII Rltlov1t. OOI\t4JDUOD tbnt tho 

-ao-

A--z7-
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roturn uannot be aauuratoly m~~aurod tA tnoongruoua wttb 8tatf'u u••t• of otbor pro forma &mOUAti tn tbo 111 ~tudy, NSP Wtt• 
noaa Molntrr• diuputod Kr.·atalov•a ola~ that tho roturn tu 
1 ouatomftr•provtdod aouroo of fundi until tho dividend ta 
pttd; bo argutd that proprtotary ricbtl of tho oarntn1n aro 
tranaforrod to tbo tnvtatora wbon tboy 1ro rooordod on tbo 
booka •. lltfti!AD lllllntrro turtbor toaUflod tbat if tbo 
dtvtdondn wort paid out to invoatora tm.ldtatolr upon roootpt 
of oarntnla a now 1ouroo of fundi would bavo to bo provtdod 
and PAid or by ouAtaou. Tbtrotoro, tllo tnvluora art 
IOtUilly PfOYldtnl fuAd8 by dtl&yiDI diVidi!Ad PIJ•OUtn, N9P 
dO@u not 11r•• wttb ataft'u auaortton tb1t invootoro 
dliCOUDt tbo dOllY lD Plfi@Dt of diYidtftdB •hiD maklDI 
1 dooi1ton to purobaao oommon otook and tbl!rotoro aro 
aomponuatod for thl! dl!lily of tbo rl!turn on lliiiiii!IOn I!IIUf.tJ, NIIP 
IIIOfti that Staff dOI!I not ldootifJ what invootor oxpoo· 
tation lA built into thl! OOIC Of OIPitAl, NIP btliOYill that 
invl!ltora would more logloally I!Xpl!ot a roturn to bo 5ranttd 
on tarntnso rl!oolvl!d but not patd out. NIIP ololma tho onlJ 
way ono oould aupport Staff' a propoatdon th&t tho involtofll 
dlloouot tho doll? ta H NI!P Witnoua Kolllllano•g roo-.ndad 
oquity roturn ot ovor lG' to allowl!d. 

HIIP pointo out that if Staff wtaboa to oxoludo tho oommon 
oqulty portion of tho roturn it •uat alto oxoludo tbo dtlayod 
roaovtr)l ol dobt iotoroat and prolorred atook dlvidondu whlob 1 
liko tho common eqult? rl!turn, aro reoordid bolow tho lino. 

D. Staff Potitjo» 

Stolt polnta out that tho South Dakota Allmlnlotr&tlvl! 
Ruloo provtdo that ouuto~ro• billo ohould bo paid ao dAJo 
Altar tho billtnB tr&nBmlttal dAte. 6t&ff VltneBI loadlo gld 
not auaume that all ougtomeru will pay within ao d&JD, oven 
thou1b ao d&YD tD tbv m&Klmum amount ol tim@ ho allowed for 
bill paYM@nt. . lnotoad, in aooordanoo with tho rulou, Witnouo 
Knadlo rooommendod thlt HSP &BBOB3 a late paymgnt charge to 
recover t~o ooBt for late paiiDI ouatom@ro. Tbie obarRo, 
wbleh would bo ooouidered be ow tho line looomo tor NBP, 
would componooto tbo COmpany for oorryinr oootw of billD 
roquirinB more than ao d&yu for poymont, In thie m&nnor NBP 
would bo fully ro!mburged for !t&·oorryinl oowtu. In 
aotuality, Staff bollevog th&t it io boinr mora than fair . 
wtth NSP booauao litnoua Knadle'u revenue las d&yw' oolculaR 
tion auBumoD all ougtomorB would require a minimum of ao·dayo 
to pay thl!ir bUlB, althoush u 13 a virtual oort&inty that 
IUDf OIIBtO!Ik!l'D Will. pay thoir billB tD lollll thiiD 1!0 d&yD, 

villa;_.·_· 

A-'23. 

.. ··. 
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St&tt dOll DOt btlitV@ that thl lt¥11 0~ dtbt iDttrtlt 11 
a workio1·oapital problem. It ia Statt•a pooittoa·cbat Witn••• 
lnadl• mutt·Utili~t pro fonaa dtbt iDter .. t iD hie dtter.ina• 
tioa of workiDI oapitali Juat 11 be utilllta pro forma level• 
of Othlf OOICI IUDil U AUOft UJttl, fut1 1 ICOttlfl, SUU 
WitDtaa lialov ttatlfitd that HSP'• propoaal to reduct the · 
1evt1 of dtbc· lnttrtat br the a.ouac attributable co CliP 
11 uojuatlfltd UD1111 XSP OIA.qUIAtlff tbt 1&11 bltwtlft tbt 
booklnl ot·AFUDC aad the par-eata of debt iftttrtlt lAd divi· 
diladl, Staff Dl&ial tbU KSP ill DOt lddrtlliDI tbt ilaut whiD 

· u olailill IIOftltl 11\lat be ll!!tllt before AIVIIC 11 olaiMd. Staff 
btlitYII that &ltbOUih IIOftlll .Uit hi IPIIlt Oft CliP prior tO 
booklftl AFUDC, thtfl doll lOt DIOIJilfllf blVI CO bt iDtertat 
aad'dividtod pa,_..,, aldt prior to bookiftl AJVDC, 

Staff lltDtll li1lov, in aooordlllot with prior Staff 
fiOOimlftd&tiOill &Dd CO..illiOil prtotdtlt, OXOlUdld trtatmtDt of 
tbt return 01 00.01 etook t4lUitJ froa tb• lit 1t11dr. anu 
oooceoda that there will be a 111 iA pa,..ot of dividend•, 
and illYtatora are aware of that 111 wbtl totr make a pvrob&lt 
deo111on. A poaltlve purobaat deo11ion would llldloace.tbat 
tht ,rtturn oomptnl&te• for tb• lat. · ltaff arwu•• that 
rll&rdllll Of Wbttber Of DOC lbl GOMOll ltOOk 111\Uhf fOC\lfll 
11 a pro forma a.ouat derived aa a rtault of ooac of aorvlot 
rtoomMOnda,lona, •'-Ilar to other it ... in the workiAI capital 
etudj, it .vat bt hilldlcd difftrtntlJ for ••v11ral rtaaona: 

1. Thor• 11 no rtqutroment for fundi, 11 NIP 
would olat., rolattd to oommoll equity 
diYidtDIII• 

a, l&rAiAII .. , fluotu&tt and dividtnd paJMQntl 
mar bo altered by tho board of dlrtocor1. 

3. Staff oould aotuallr m&ko additional workiDI 
oapital offaotA for tbt 111 in Plfmltllt of 
common atook divldtnd• but bcoauao of (3) 
above, refu••• to do 10. ltalf ·rurtbor 
&111111 that btOUIII tbt diYidtAdl paid 
on oo.mon atook may fluoutato, tbtJ differ 
fi'OI!I iAttl'ltn: pald OD clobt aad dividendi 
for proforred •took wbiob art ftKo~ ~tl. 

JJV, 

· o\, NSp Pgsitio.!l 

~SP liCBIII Dupay Clitlfltd iD f&vor Of CbO tatabliabmont 
of a i~ ~n• UlM lato PlflHnt obuc• on a evrruc 111011tb' a 
blllin& to ooeourc• prompt parmooc of.billa. Witnoa•·Dvpay • 
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D. Steff povttlon 

xv. 
TYI!Olfl•!lliMTIJ) QW!1!8 

A. NSP Popitton 

K&P acoka to roaovor tififi,871 in annual amortlft&tton 
oxponu•u tor tho ooutn auuoalatvd with tho oanoollatton of tho 
~rono nuolur pl11" tn Wii!IIORVln. · Clll!lllanr lltllOIIi l!lolntyro 
touttttod that althouah the ortatnal o•tt.atc of tho lo•• tor 
KBP ••• ••o,ooo,ooo, tho amount wau .ublequontlr rcduood to 
$76;000,000 aull t11 now uU1111U:od at ftJT,liiiUU.on. ftc 
iurthor to&ttttod that Ill of the total oettM&tod 1011 bag 
boon aotuallJ o•tabltabed tbrou1h oontraat •ottltMOnta, 
NSP ·arsuou that au a !l!&ttor of law lt ta ontltlod to rea~vor 
tho SfOD,871 •• a current oxponao vudor tho COordtnatin( 
Asro~l!!@tn. · · 

In-ita 81'1@1, HSP nato§ that ·tn tho IPPilll of thlll 11!6\IO 
tn- tbo l&et. rato oaao (¥·3333}, tbo Sixth-Civouit Court 
4oo1dod tb&t tho C~11111ion had cxoec4od itB atatutory ... 
r.11tborttr lu doterr1111 coPfllllllnttoli or tl\11! lllllUII ,-_ Tile . 
C:O!I!PIUI)'- oontondll tbllt tM prop@l' cUa!lO•hton ol thll hauC! .tn · 
tbo.proaont prooel!dtns ta to follow tboprocl!dllrooat<~liUeb~d 

' . f . 
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ill Ar~icle IV @f the s&ttl ... At Atrt ... At approvtd 1A Dooktt 
F-3313, It UIUII, Oft that bUill, that tl tht COIIIilaioll 
deddtl to appul the ClrouH Court dto.hioA ill f•33!3, &lld 
ttO\lrtl a It&? Of that Ordtl', TyroDt.txptllltl WOUld OODtiAUt 
to. be. txoludtd tro• ratta aubjtot to tht oarrrtnr oharr• pro• 

. YlllOA ot ArtiOlt IV Of tht ltttl ... Dt Atrt ... At ill l•3313, 
NIP turthtr Ullltl tbat u the COMtaatoa · clota not appeal th• 
Ctroult Cout lltolaioA or clota aot .. naa••d 1A obtaillillt a ttaf 
ptacliDI appeal, tht Tfroat tAPtlllll abould be allow.d 1a · 

. ntatl ratta aubJeot co rafuad illollldtar. oHl'fiDI abarp11 
fra No'HIIIIer a3, 1110 u provtct•d llllcltr Atttal• IV Of the 
l•tcle .. nt Atro ... at. 

B. §Slff Pgti.Uoa 

. · 8Uft li!OOIIIIIIldl that the IIIOrtlUtiOD IXPIDitl UIOCil&ttcl 
With rtoOYtry Of tbt frl'ODI OIAO.llltion OOICI bt trtattd ill 
tbt liM •aDIItr u tbey wert in l·33113, staff WU11 .. 1 lrown 
teactfitd that due to the unaertaintr of iudtotal rovtew ot 
tbe co .. tatton•a dtoiaton in 1•3313 (liil undooidad at tha 
time of tho btartar ill thia oue), tbt UAoertatntJ ot tht 
rttuH of tlit :roo dtoiaton Oil 'br.,ne (alao undtoidtd ac Cbe 
Clmt of beariDI) and ta lilht of,tbt.Co.ataaton•a allowanat 
tor aaoutllllaUoa ot·oarrytar obar••• oD.tbt uartoovtrtd uount, 
till bad DOC iDOludtd tilt Jlllf tXptftlll IIIOOilild With TyrODt tn ebt ea.panJ'• aott of aervtot. · 

A. ptatf poeltton 

XVI, 

qApJTAL 8~£ 

Staff litDiil liliOD fiOOmmtDdl tht Ul@ Of ID ldJUIIOd 
oapleal atruoturo in eomputtor N5P'• ovorall rato of rotu~n. 

·Stall lltDIIO liliOD IIIOfti tbiC NIP 11 aotual tilt fOif 
tndod oo..oo aqu1tJ.r&tlo 11 unnootttarilJ hllh· To rtmtdy 
tbil tituation, Dr. ltleoo propoatd a lOrita ot adJUICIHnto. 
Pirac, bo adJ\Iatod tbo oo~a equity portion of tho aapical 
atruoturo tor @vont& Wblob aro oxptotad to ooour durinr 
llf&l., Dr< IUaon oxpldood tbat tbl.il a4JutMnt ••• otoat• 
tary·btoauso NSP bad &dJuatod tbt dtbt and proftrred atook 
porUODI of tbo o&pitalttl'\lotYI'I 111 .tbil •ann•r• He • 
actJuettd tbt o~n oquitp ratio by addiDI.· rotaiatd oarninr• 
tor llf8l lAd IUbti'&OCiA( lA INQUOC·Wblob roproaeDtl QOmMOD 
lbarea wbiob !fSP would or 111ould roHn durtur lQIJl, Tile 

.. N!IOIIAC wbiob hit 1111\iMd N5P would or abould rouro 111 blltd 
• on t:bt rtduoUon in oOIII!IOn equhy .wbtob ••• oftootuatod by .··. 

NSP Ia 1880, . Staff •tcncll WiliOD·OXplatatd tbat NSP'e · .. 
eati.ro •capital lltl'\&Cturo 11 now u .Ytar•tad 11181 levtlt< · . . . . . . . . 

:. ·,_ . 
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»r. Wilaon toitifitd that tho ropurohlio ot oommon ub&roa tor 
1080 ID.d 1081 ihOUld .bl fully rtflllltld biiOIUIII thUI ttfortll 
roduoo tho oa..on t~utty ratio to a liiYtl noartnt that ot tbt 
lnduatry avorato. ·~oroovor, ho ltlttd tbat tbt atouiboldtra . 
aro bottor.otl it NBP 010 ropurohlat ita ab1rea at bolow book 
vllluo. Dr. IIUaoft tonlliod tbllt U tbo eomptllJ' dou not 
oofttinuo·ito offorta to roduoo tho oommon tquitJ' ratio, 1 
lowor roturn ahould ho autboriaod. 

8oaondly, Dr. Wiloon oxoludod NBP'o oon•utilitr lnYtlltmtota 
from tbo oommon oquity balanoo. 011 IIXplaiDIId that tbil 
&dJuatment io noooaoary booauut thtlt tnvoatmentl art at tht 
rtok of toll for tho bi!oofH of IIIIP'o oharobolden. Tl!too 
tnvootmonto, in Dr. Wiloon•u viow, are rtiponaiblo tor 
provtdinr tl!otr owo oquitJ ruturo for abaroboldero, and tho 
tact that HBP bau midi auoh iovoofm@ftlA lor itA tbor@boldorA 
ohould not burdun tho utility cufttomoro, 

· · Third, Dr. Wlloon uxcludod tbo Trronu oxptnditurt from 
N8P'a common oqultr balanco, ARlin ualn1 a lOll amount. Dr, 
liluon ttitlflod that thu 1Yrono proJoot 1• not a South Dakota 
ratopaygr obltgatton tnd It to unnoco1nary tor tb1m to.proa 
vldu a roturn on tbto capital. 

Dr. WilBon 111o adjuutod tho protorrod otook blliDOi!. 
Dr, liluoo'a proforrod oquitr ratio ta btahor th&n .NSP'u 
biOlUIO ho flltltOd tbl hftliDO@ 16 if NSPTg maximum linkinG 
fund rotiro~nto had boon made durtnl 10110 and lU8l. Tho 
mtxlmum roqulromont io 19,fiOO to au,ooo ah&roa rothor than 
tho 4D,GDO whloh H6P aotunllr rotirod durinl 1080. Dr. 
liliOD toltifiod tb&t bo Pl'Opftl@l thil &djUilmRnt bOOaUIO 
tho rotiromonto Wi!ro oxtraordinarr and uow&rrantod and to 
addition, drtvo up HDP'u ovorall capital oootu unnoooauarily. 

Staff arsuoa that itu pronouod oapit&l utructuro 11 morn 
favorable to H3P tb&n a capUd !Jtruotllro wbicb lw typtoal 

·.to. tho olootric uUUtr induutrr &I • wbolo. . . 

B, NSP·Pqpition 

NSP dtuputoo the adJugtmcnta ••do by Ot&ft to ttl c&pital 
atructuro. · 

. Firat, HSP diaputoo tho adJuatl!!!!ntl to tho lli!II!I!IQI\ !!qUHy 
. b&lanco tor ovonta oxpootod to ocgur durtnr 1081. NSP con
oodea tlun tholr propollod co-JD equUy pftr.Hon of tho oapHnl 

· •truetun 111 not updatod tbrou111 tho t!Ad of 1981 111 aro . 
dobt and pretorred atook col!!pononta. HOP aluo coooedoa that 

. ita uoe ot l:I•!!!Onth tout year avorl$0 b&lilnlloll for tho. 
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ocemon e~uttr portion overttattl tbll oo.,ontnt troa •bat it 
aotual1y W&l at Jl&r•tnd 1010, KIP &rfUII 1 bo .. ver, that itt 
failure to tullp retltot the rtpurohalt ot oo..on thartt at · 
rnr•tnd 1080 levtla 11 lllllft tbu ott .. t bp Ua cttUber&tt 

· tailurt to adJuet upward for tht lnort&at in rtta1ntd tarn• 
· lnra •~peoted to ooour durtnr 1111. Htnot, NSP arru•• that 
itt OomiOD I~UitJ bal&aOI il 00ftltr¥at1Yt, 

Voreover, HIP arruta that ttl propoeed oo..an oqulty 
ratio it bolow MDP•• ucual o~n ~uttp. ratio t11r tht put · 
IIVIfll Jtara lAd 11 OODiliCIDi With OOmiOD IQUitJ ltYtlA · 
found rtuonablt br tht Mlnnotoca Publio Vtilitltl Commilaion 
in rootnc·oaata. 

NIP alto ctiaputta aratt lltnttl llleon•• aaeumpcion tbat 
HIP WOUld Of lbOUld fltirl mort Of itt 00-.GD ltOOk durin& 
1081, flriC, NIP lt&tll that U: bll DOt •adt lftJ' purllhlltl 
ot lt1 1barta •• of Ootobor, 1111, HSP further arru•• tbat 
becauao tho tnduacrr avor111 oommon ~quttr. ratio 11 not a 
propor·tin~Aoial roal for NIP &DJ rtpurohaat ot oommon 
aharoe ~ould no• bt lnapproprlaco. In aupport of ito arru~ 
m.nc that NBP 1hould not turtbor reduot ice oommon o~utcr 
ratio, HBP WitDtll lolkmann 1tacod that tbt ourrtnt trtnd 11 
coward a •tron1or oquity polit1on and tb&t Standard • Poor'•• 
in a ratinr an&lJiil of HBP in Xarob, 1081, indioatod tbat 
tbo orlttria tor 1 AA r&ttnr lnoludo 1 common tquity ratio 
ln tXIllll of 4111. Xol'@ovtr, H8P arptt tb&t co boooco . 
oliliblo tor tax bonofito undtr tbt diVidond roinvoatmtnt 
plana, HSP .Uit IOCUillf iiiUO DOW ltOCk. HSP point1 out 
tbat it ban.potltionod tbo Minnotota Publio Otilitioo eommt•
aion for 1uob autboritr to lo•u• now common abarol. 

HSP litnoaa lolke&an tootitlod tbat 8tatt litnotl Wilaon 
lmproporlr doduotod aon-utilttr invo•tmonta and Trrono 
from ~bo common oqultf balanoo. ftBP arcuo• ~bat tundtnr tor 
tboao invoatmonta ••• provided not onlr from common oquitr 
but alto trom otbor component• or oapttalizacton. lndttd, 
NSP ar~Qot 1 tbe rocvrn 4urtnr tbo oonotruoctoa portod (AFVDC> 
11 capitallztd at a raco wbicb 11 tbo oompooito of all 
capital, tnolud1nr lhOft•torm dtbt, Btnco, HIP Wttaeaa 
lolkm&DD arcuo• tbat it tbtll If@ to bt PUllld trom tbo 
oap1tal.ttruocvro, tbtJ •bould bo uaocl to r~uo@ all touro•• 
of eapU&l proporUoaattlJ. KIIP allo &'.'1\111 that tllo 
cltcluotion tor Tyroao ••• too btrb .lad COIIICUutol a cloublo · 
OOUIIUDI ot UlO COCil Tyrone lOll, ·.· · 

-a e. 
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NiiP lltlli!llil Kolltmlllll AliiO dlaputl!ll Dr. WU11011 11 adJIIIIC• 
mtllt to tho protorrad atook portion of tht oapittl 1truotur11. 
HBP litllllll Kolkmlllll OOiltlllldll thAt tho I!Arly rotirtstllt of 
prot11rrod boni'!Uttod rattJpilJC!l'IJ. Mr. Kollullllll trllltd that 
tho protorrtd wall r11plaoo~ by dtbt whiob 11 low1r 0011t · 
OIPltAlo HBP furtbl!l' ll'IUI'III tblt itaff 111.1tttmpt to l'llltl 
thll rolirllmont ot proforr11d to rotlr.-.nt ot oo.mon, imply· 
1n1 that HBP ibould b&YII rotlrod oommon ratbtr thAD pro• 
torred, ill.lll'l'ODIOilllo HBP Al'IUIIII that thO l'ltirtmtlltl art 
IIIPAl'ltl and llftOUld bll IO·GOBildtrtd biOAUIIII thl l'ltirtstllt 
of proflll'rlld would not hiVII prevoBted tbo rutira.~Dt ot 

. additl.oBal llllii'Ailll nooll, bad HI!P ohooun to do 110. . 

IVU. 

IIIJlJIUf O!f CO!Q!Olf 19UJTY 

A. HBP £oglstqg 

NBP lltDI!il KolkmiD proaontod four dlfforont ltllditl 
wbloh, ln NBP'• vlow, providoa for a oomprobonaivo aonaidora• 

·· Slon of tbo return loRYo. Hio four m~~tbodoloKloa employed . 
wort!: . 

(l) 

(II) 

(S) 

An In-depth analyaio of tbo atandard del 
approach; · 

An alternative dot &pproaob wbtob purported 
to more completoly. and aoouratoly rofleot 
undorlrlns matbomattaal prtnotploe; · 

An analywia of tho markot prioo to book 
value ratio; and · 

(4) A oompartblo return analyoto, 

litnouo Kolkmann toatiflod that tbo del formulations 
utlllgod for rosvlatory purpoooo bad to bo applied oarofully, 
oon&olonttoualy, and in 1 manner oonoiotons wltb tho theory 
of dot. 

Kolkmaim tutUf.@d tb&t bt!e&UIIo gf !'fOil@ wbortoomtn18 in · 
tr•n•lattnc d~f pbilo&ophy into workable formula&, it obould 
not be.uolely rolled on ln dovelopins a ruqutrod coat of 
oommon equity. · 

For production gf tho rowulSB·IODorntod under Method I, 
. IUnoBII Kolkllann· conduotc4 a I'OifCIIIIIion anl'ly!Ji!! whioh · · · 
rohtod h13tortoal vld4a to JIJiliJI'&l Unaoctlll and l!conomio · · 
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parametora lftd then utlli:td tortoaaca ot tbtll tinlloi&l tnd 
IOODO.io Plf ... llfl to foraoatt thl IXPIOttd rttld, Tbil 
prootdure waa utiliatd to limit reliaaoe upon biatorioal data 
tor dtttrmin&tton ot tnveetora• tXJtot&ttoaa for tbt fucure. 
HI UtUi&td lfOWtb la bcolt Y&luo, blo&UII of ita blttorio 
acabUHr, to ttUate tht nlut ot arowth. . 

Metbod II ot rolkatnn'• &~alraia ltparattd the return 
into two OO.,ODIDtll tbt fill fltl Of inttrtlt tnoludiDI I 
rttk prulu. lAd the illpaot due to !llfl&Uon. XOllmlua • a 
Ulllt of tbit Mltbod l~ittd tba 111W1Pttona be waa torotd 
to t&kt into aooouat in Mttbod 1. 

. Kolka&DD P~orttd to de.GDICf&tt tbl DIOIIIilf for 
Kttbodt I lid II to ooDiidtr undtrwritiDI IXPIDIII IDd aarlttt 
praa1ur1 ln dtttrminlnl tbt rtqulrtd rate ot return. 

lltthod 111 ••• a •arktt priot to book value analJail 
\h&t &ttt•pttd to .. aaurt tbt impaot of vartoua faotort on 
KIP'• market prtoe to.book value ratio. It toatifitd tb&t 
he waa ablo to aooount for oa.al of the quarterlr variation · 

· of tho rauo tra lHO•liJ7t. · · . 

. ~ . '· 

K11tbod IV ooeparod tiSP'il rnurn to compaotoa tbat Kollulaon 
oonatdortd aim1lar to HBP in l874·1G7e, wbeo N8P'a market to 
book ratio·~, nearooo.uo tboll averaz•d tboao oomp&llitt' 
equity roturoe in 1070. All four Mtt oda ut1llal4 by NIP 
Witlltll Kolkm&An idtlltltiod a rtquirod oqutty roturn to tbt 
ran1o of 10.11-lG,OS, 

KBP oontoodl cbat &taft litoota lll1on utiligtd a divtdond 
rtold and a I'IDIO of 1rowtb racoa. that aro uortl1ablo and 
fail to refloat iovo•tort' oxpootattonl for NSP'a futurt. 
It 11 N3P'• boliof that 1111on eoloottd an 1nappropr1ato ttmo 
poriod roproeontattvo of aonditiono that doviatod from 
aonor&l aonditlooo provail1DI tor tho paot two yoara. KIP 
IU(IOitl tb&t thOIO IIDOr&l oood1tiODI Will OODtiDUO in li1ht · 
ot tho eha1rm&a of the Fodoral &taorvo roitoratiDI choir 
intoutioo to lt&f ·with tho ti&bt monov poltoy 

N3P arpo11 that Statt'a aoloauon of &II arbitrary Umo 
porioll for uao 1.!1 1tll dot !!M!tbod ill \lllexplainod, HSP 
•••orca that tbo llof fon~ul& ia uaololl lf prtaont dividend 
J10lda a&nnot aucomatiaallf bo uaod in apply1nr tho formula. 

HSP oontonda tbat a bettor IIU!!!At:o of dividond yidd 
would b&v~ ro8Ultod from UIO of d&t:a·for tho tDliro twolvo 
month• ol lt&o. · Koreovor, NIP ooowtnda that lilaon'o (I'Owth 

· rat:o oatiii&Ua vo wrtaUatf.o&llJ low, u bOrn• Ollt by 
· VU'iOill iAYOIIt:I!IODt ldVilJOI'f pubU011: iODI . reoontly, · 
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· WltDUD ltolftl!lllln dillpUli!l IUIOD 11 llliOUOD of OOti!Plllill 
llOIIIPII'lbh! · to NSP in lll1118 of buatnt .. · and ftnanolal riak. . 
lt~>llillann thlll'l!forl! pi!rfortulil bll own ataHoUaal utudy wherein · 
13 OOM)llllill llallarly llOl'fi!l&tl!d to N8P wtl't UltLmatlllY 
IOli!Otoll. 'fill! OOliolUDiOnll tO bt dl'IWn frM ltlldYiDI tbl 
dividend Yil!ldu and rrowth rat11 ot tblleo oompant•a tor 
1080 ta that tbll baro bon•• l!quity oout ta 14,371. 

HBP &l'IUI!D that thl! taot that tho rtoa...ndatton of. tho 
Staff W1tftl!llli 11 Will lli!lOW Glll'l'IDt Jil!ldll fl)l' lODI•tl!nt AA• 
ratl!d dllbt ronttora it aloarly inldl!qll&t@, · 

D. 9\etf pPpitlop 

lt1tt litni!DD ltluon l'I!I!Om&l!niltil a l'llturn on l!ommon 
atook oqulty tn tbl! rADII! of 1~.01·14.6,, In makinl bto 
l'I!Oommtndatton, hll follUDI!d on invoutor rl!quirl!m@Dto 1 mi!&IIUrl!d 
by me1n11 or a traditional dlal!ountod·oauh flow (Derl modtl, 
modlflod·to aeeount tor tntra•lndulltrJ difforonol!l, 

Dr. Wtluon tl!lt!fled tbat·tbl! Del m@thod lo baood on 
tho prinotpll! that rational tnvootoru ovaluato tho riuk and 
oxpootl!d roturno of all aoourttll!o in tho oaptt1l markotl and 
oatabliab a pr!oo lor a particular aoourtty whiob 1doquatoly 
oomponaatoa inYI!Itoro for tho rtoku to wblllb tbl!y aro I!XPQood. 
Tho modi!l aloo. to blood on thl! proPoGition that tho tot1l 
roturn rl!ootvod by lblroboldoru oonotuto of olv1dondu 1nd 
capital aatnu, and thi!UI! arl! m@auurod tn tormu of tbl 
ourront ilivldl!nd Jlold pluo tho oxpl!otod rltl! ot dlvldonil 
srowtb, 

To dotormtno tbo Ylluo of tho rrowtb oomponont of tbo 
eout of common oqutty, Dr. Yiluon mailo A statiDttoal 
analyulo ot tho rolattonl!bipu botwoon dividond ytoldl and 
growth r&tl!o tor thll oll!otria utility industry 11 1 wholo. 
Dr. ltlaon to&ttftod that bo utl11Kod data from a larco 
nuabllr of oompanto& to aUoviato nvorAl probleu whlab 
mar ooeur from oattmatinf arowtb on a uinglo oompanr bauto, 
Such problo~ aro that a nill! company datn mar givo an 
oxtret~~o and Invalid tndloaUon of tho truo invowtor up•o· 
taUOD tor futuro ;rowth ot tblt OOI!IpDDY ADd that lndtvtdulll 
pawc (Towth ratoa may bo orratio. Dr. Wlloon toBtiftod tb1t 
uwo of data for a larcll number of utillt1ou in auportor 
booauuo tt onablo• ono to undortako utatiatJoal analyeoo 

. that bolp Identity anll quantity tho rohttv. atrnlltoanQo 
or dUforont crowtb varlablou and tm poriodft 10 110 co· . 

· produco tbo boac nneoUon. of tho war iiiVOitOI'I fol'lllulnv 
thvtr.oxpootattona about divtdond·rrowth< tn tbo futuro. 
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Dr. ltlaon teatttttd that tbt lar11 nu.ber of oo~t&Blta in• 
Ol~dtd per.ttttd tbt IVIl~&tlOD Of filk .. IOOllttd Wltb IIOb 

·oO.paAf, 11 perativti br tnveatora. 

. Staff WitDtll lilaon ttatllied Cblt btl approaob did DOC 
i~Qort ~~i~~· ftnanolal otrouaatanoea of NIP btoa~•• it 
IPIOilioallp ~~IAtilltd Olpltal OOit dlffll'lftOII ..011· 
utilitltt tn lA ~aalpttoallr obJtotlve and txpltott war. 

Dr, IUIOD ~UliJitd •td•lfiO prioiDI data tD bll DCF 
acudy, On tbt1 b11i1 bt found tbat KIP'a ooat of Oa.IOI 
equttr oapttal waa ll.lS to 13.11 oo~tartd to 13.21 to 14.81 
for the lnd~atry at a wbolt. Dr. ltliOA ttatlltti cbat tbtl 
OOit ot tqUiCJ lltlM&tt tmbfiOid tbt IOIC ftOIDC period dUl'lDI 
wbtob lnttrtat ratta lftd tltatrto uctlttr rlaka wert tt.il~ 
to hiatorto auudlttona. lllaon teattfitd that bt uatd 
•td-lDIO data in btt DCf formula btoauae undtr prevatllDI 
OODdittou, HID .•arlltU ilfl dlatul'btd, Cbl btlt lltillatt Of 
ourront montr ooata 11 ant baaed upon tht oombinatlon of 
IKPIOCid lfOWCh &Ad diYldtDd Jitldl.ilklft from I tl11. dUriDI 
wbiah tho ttn&Aaial •arkttl wert rtaaoaablr normal, rtOOI• 
Di&iDI tb&t Oa.IOD "UitJ COitl m&J bt IOmtWblt bilblf than 
a JO&r 11o• Dr. lllton ttttifltd tbat in normal timet ourront 
dividtnd yield plua biatorio rrowtb pattern• product 1 100d 
tttiaato of oquiCJ aotta. Howovor, bifitorio&l wrowtb.patctrna 
aro·not 1 rood proxr tor mtrktt tAPIOC&tionn wbtn finanotal 
•arllttl art ditturbod. Ho ttatifitd that 1 ob&Dit io divi• 
dtDd Jitldl iDdio&CII tblt IX,tOtltioDI b&YO ob&DIId, and 
wbtn dlvidtnd ritldt tnoroltt raptdlJ ovtr a abort period of 
ti .. , 11 tboy bavo for moat utilittoa rtatntly, that ta 1 
altar 1110al tbat rrowtb oxpeotactona blvt obanrod. ltnae, 
btoauwt prtaent dividtnd Jitldt do not matob biator1oll d&ta 
&Dd Cbt oxpoottd lfOwtb oonaitttDC Witb pl'tiiAC Jitldl il 
not altar from tho availablo data, Dr. lilian tottifitd that 
it Wll DOOIIIAfJ tO ltltat tbt timt ptfiOd bt did tO Uti iD 
bia DCP formula. . 

acaff lltne•• Wilton &lao provided roeonc rocurn data 
for oompaaioa of e~&rablo rtak. In tbil r•f•rd, bo 
oxamtncd rcturnu on oqutcr t&rnod by rttulatod oltetrio and 
combination utilititi.IA well .. rocvrna oarnod by firM~ in 
tho· uartcvlated ttator of tbt economy. liliOD ttatifitd that 
it ill appropriatt for tilt CO!!!!!Iillton to aonaidtr tbh dan 
btoauao. n ta onlr fair to l!llllt an tffort co allow aimilar 
protit rattl to finu io tilllilar oiraUIIIunc••. ruaon 
lt&Ctd.tblt OOip&r&blt t&rDiDI8 ID&lplil il IUptrlor it it 
foCUIOI OD firm. iD.UAft(Ulltod CDCtrpriiOI btOAUit rltUfftl 
oarntd by rowulated induttrioa are tbt rtaulc or pa.c rorula-
tory dooiaiona and tlloroton are not IDdtJ!tndtDt yard-··· . . . 

. . . 
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· a~ioki uoattaotod bV tho fi1Ulat6fJ prooouu. Firma to 
unrotulatod ioduitriaa art aubJtot to fawar tarnlol& oontrolu 
and oooolu.lono drawn frOM oocparablo oarniora atudit• ot 
.tbllt fil'IU. uo lou aubJoot to olroular lo1io. 

· Tbo oa.parablo oarnin11 atudy aboW@d tbat olootrio ud 
oombloatlon utllitlol axparionotd avtr110 taroin11 on oo.mon 
oquitr ln tho U,Of, \O lll, '71 fUll OYif till lD70•lD7'1 porlod. 

Tbo roturo on.oommon oquitr tor·all induutrioa, roru
latod and unrorulattd, waa lo.3l durlnl tho paot ~oar. 

Dr. WUoon toaUttoll Utllt UDrtiUlllti!ll non•udiUy in
duutrloa, bowovtr, aro llntrallf moro rlaky booauuo tboy 
aro not tavorod wltb monopoly tranohiaoa and booAUfio tblir 
protito aro loa1 atablo and louo prodlotablo. Moreovor, nr. 
Wlluon utatod that oortmin unrorulat•d induutrioo, whiuh 
aro not fro• of monopoly powor And wbioh ara amonr tho mout 
bltbly auuo•uuful tn tho United Btatou ooonomr, aru inappro• 
priato •tandardo booaueo tbl? aro not oomparablo to ulootrta 
uttlitton; Honea, Dr. Wituon oonoludod that it would bo 
poor roJUlltOff poliOf to pormit Utillti@o to oarn profitl 
in oxoouu of or oqu1valont to oarniDIB in th• oompottttvo 
uotor. 

In uupport of bla aouortlon that utilitloe aro loau 
rtuky than oompottttvo fiYm3, Dr. Wiloon oxamtn•d b@ta oo~ 
offtotonta and tndlooo of aafot?, prioo B\ability, and 
urnf.ngu pndlotabiUtr. lfo aluo obiJifYid thll.t wbilo thoro 
havo boon nwmorouo bualnoou falluroo and bankruptoio• in 
tho oompoUttYC! aootor in the! p11t quartor ocmtury, tb.orC! . 
havo boon nonu amonG major ot@otrlo and (AD utilittoo. 
Alao, ho otatcd that wboroAB dlvtdondB· in tho utility induutry 
bavo followod a rumarkablf otablo YPWArd trond tn rcaent 
deoadeo, ayaltoAl divtdond reduatlono are moro froquont in 
the unroGUlAtad Beator. 

Dr. Wileon teotified that tho avoraco bota aooffiatent 
tor oloatrio utiUUeB lo lii!D than 1.0, indieatinl! th~tt, on 

. &vorage, elootrlo utilitY common Biook lB loon volAtile th~tn . 
tbo atook markot IB a Whole. Ho than proeontod data with 
rc~;ard to l,31il OOI!IpanlC!I reported in VlllUC! l.lno whtah ·. 
obowad 'bat ttrmB wttb bieber beta oooffiotontB, and there
foro more rtoky, tended to oarn htsh returnn on book value. 
CQmpanteo in beta ranceo Bimilar to utllittoe earned returno 
on book value tr~ 11.8~ to l3.0l~.in.l978 tnd 13.9~ to 
14.26~ in 1979, · 

From h16 compArAble oarntncu otudy; Dr. W1leon.oon
oludcd a 14.0$ to.H.li'l equity eoet would \lo rouonable. 
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Dr. Wllaon teatitio~ that it woul~ not be appropriate 
to ttae loDI•term intereat rato trtnda .. a baaia tor deter• 
miniDI the extent of common ·~uitJ ooat.oban1e1 beoaijae it 
IIIUMII.dtbt and t~Ultf OOICI parallel t&ob·otber OYIP time, 
Dr. IUIOD lt&Ud tbU IUOb all UIWipU.on 11 lllOOHiot, Mel 
in taot, debt and o~uity ooat and riai rtlationabtpa hiYt 
l'IYtflf~ iD tbt f@OIDC PlfiOd CO the IXtiDt thlt it il DOW 
IIDUallJ IOOIPtlit .that dtbt OOIU txOtM ~lliCJ' OOitl 
Uftdlf PfiV&iliDI IOOIUMiill OODdltiODio . Dr, IUIIOD Allt.rtl 
that the ftUOil the 11 rialt Pl'Hillll" il IIOW llllal:i¥1 il tblt 
tbe inttrut ratt rillf ia ao 1re1t for inYettora ill anior 
atouritita wbiob btar a tixtd rttura for tbt lift of tbt 
IIOUl'itltl, lftYIItOrl in OOBIOil tqUity, llptCi&lly in 
retul~ttd public utilittea, nttd Dot btll' tbta riak btoauat 
the. rttijrn on lqUitJ ta not fixed and ••1 bt tnortlltd It 
&IIJ tilllt, 

• or. Wilton rooocmendtd rtJtotlar N8P'a requeat tor an 
additioDal rllUI'ft allowance doliiDid to Include both cbt coat 
of iaauiDI n•w common atook and proaumtd marko{ proaauro 
booaute HSP baa not 1old common oquitJ at all 1n tbt•paat 
fiVO Or lix JO&l'l lad bOOIUII Of YlfiOUI tffortl l'IGIDCly 
mldo bp KSP to l'lltr&ift tho ll'OWCb of oo..aA equitJ GIPital, 
If tbtrt aro 110 1111uaaooa1 tbort will bt no oo1t1, · lloro
ovor, Dr. lllaon acatod tuat tYtn it ••• atook itiUIIIGtl 
wtro OxPoGtod, proaumod markot pr••aure coati tbould DOt 
bo rooolftilod and flotation oo•t• art vorr amall. 

•• 
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D~aod on ito oarotul oonaldtratlon of tho liiUtl outlintd 
~bovo, and attor oarttul oonatdoration ot tbl tntlro rtoord; 
of tbo_Driota aubmittod by Company and ltatf, tbt eommi11ton 
heroby. onton tbt tollowtnr 

riHDIHWJ or r.wr 
I, 

· Tho CommilllOD flDdl that HSP WitAOII MOIDlffl fllod tOitl• 
mony and tMhlblt• that tnoorporato oati.atoa b&~td on N9P'• 
bud;ot for tho yoara lDBl and lDBI. Tbo CommiBBlon turthor 
tinlliJ tbl\t IJtatf IUPPOftll HIJ f@OOI!IIIIIndtd fOYOilUO flctUirt• 
moot by rolyio; on _data for tho tout roar ondod Dtotmbtr 31 1 
lOBO uP!latod for-known and moauurablo ohan;tl. Tht eommi•· 
aton fiodD·that a larro portion of tho rooord dovtlopod in 
this oaBt le dtvotod to argum@nt of tho mtrita of bud;ocod 
YlfiUI blotorloal toot JOifft, Tho eommiuoion findo that HSP 
oontondD that Ult of blotorloal tust~~~oaru 11 baokward lookin1 
wbilu tho uao of forooa1tn b&lod on KBP'l bud;otn prupartd 

·tn•houao aro moro rotluotlvo of tho futuro, Tbu Commitlion 
finds that Btatt oontondn that farooautll aro apooulativo and 
tmprooiao and thAt tho Ullt of HDP 1 11 bUdiOto tond to limit 
ooonomio lnoontivuu and may bo lulf•fulfllling. 

Thu CoaRliAion notto that HUP, in addroiiJiDG 8t&ff limi• . 
· tationo on maopowor, tl-o, and moooy; atatod that StAff lbould 
not oonutruot ito own budgot for tho utility. Tho eommi1aion 
furthor notoB that N6P olaURod that Btaff llhould roviow tho 
roaaonablonooD of tho Comp&ny 1B hud11t in li~ht of hiatorioal 
ronultD, obtnstnr oonditionl and uououal doparturo from tho 
norm. Tho e~tooton furthor ootoo tbat NUP btliovuo that 
&taft Bhould not obJoot to a budsot baood on input of aua 
dopartm@nt boadn whon tho 1otu1l book rooultn roliod·on by 
Stiff involve mgro th&n 3Bfi p@Oplo. 

Tho CommiDoion findo that the bud;ot-rol&ted r&temaktn& 
philOBOphf propoB@d by H8P DU(f@rB from @IVOr&l ohortoomiDKD• 
The Cgmmtooion findB that it 3t&ff review oonoiBted of morely 
dotorminin; at bUdROt yo&r-ondD &be roturn earned oompared · 
to ~be return allowed, Staff would bt aonduotio; An inoomploto 
ADd tnadoquato roviow. Tho ~l&Bion findo that expondtturoe 
may bo mado within the bud;ot yoar.at 1 lovel Bimilar to what 

.. tho bud;et bad forooaot. Tho Commiuaion findo,_howovor, that 
duo to t~io& of rata bl&o addittona, tho limited an&lyu1& 

: would not be 13 rovoalln1 11 that of an avera1e rate baoo 
analyda. · Tho C~h!!iQn Undo thoro ·.would 11eem to lle lUUft 
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dOUbt that AdOptlOD Of . a budtlt tor l'&tiiiUillt ~Ill OHUII 
rlductd eoono.io tnotlltlvea. The Ca.ailttoo further ttndl that 
MSP atattd that it waa t.portaDt tol' the Co•panr to product • 
blldtaf aa accurate •• poaaible. the Coaataaton ttndl that tbia 
ao~uracr mar bt ot dubloua value when it 11 prldtoattd Oil NSP•a 
tnort .. iDI or dtl&JiDI txttnditurea to maintain aoouraor. The 
CO..illiOD f1Ddl tblt l¥tn it the lllfllltl IOOUfiOf Ut the 
budaet·waa matntalntd br the ator ... ntloaed prooeurea, it 
aaJ well be that indiVidual IXPIDditllf'll bUdlltld alf b&VI 
deviated lillliUouUy fr011 tbt budtn, fit oombillall co 
appear aoourate aa a whole. 

The Co.altaloa fildl little urit in NSP 11 &lltrtton that 
. Staff lboulcl have 10 qu&lu in aocept111 a bUdllt blc&ull 
aotual book ..OUQtl l'IOii¥1d attentiOI fro. a reatll' number 
of .. plo,eea. Tbl Co..ialion tinda that aotua a.ountl have 
been expended or received, ·doow.ented,.obeakld and audited, 
The Coa.laelon ftAdl, tboraforo, that thert txlltl undtniable 
proof oft what, ln faot, ooourroll. The CO..llliOD further 
find• tllat tbt budatt Ml'tlJ npre1e11t1 what mar be , biltcl 011 
thl opl.Al.ODI Of lll&llf.• 

Tbe CommilliOft 11 &W&rl of NSP'I OODtiDtlOD tba~ biiCOl'iO&l 
ttlt '''' 11 an adtQuato tQOl lor dovolop~~tnt of moaninltUl 
ratll biO&UII it 1&118 tO fiOOIDi&e OOIC8 th&~ Will OOOUl' 
duriDI Chi parlocl ra~e• will be 111 offtot, Thl CGmmillion 
f1Ddl 1 bOWIVIl', that tbt l'ICIIII&kiD' IXIfOlll IDOUld bl 
diYOtld CO tbl dOYilOPIIDt Of 001~ fiVIDUt fllltiODibipl 
tbat wUl bo OIIJIOI'itnoed iD tho tonhaOIIliiiJ period. Tb1 
Co.mlaaloD fiDda tb&t thoro oan bo no doubc that tho 
blatortoal teat year itltlf 11 .an aocual repreaontatton of 
OOIC/rtYIDUI l'llatlODiblpl, Tb1 CommilllOD flDdl that I 
budtlt 11 doflDltllJ DOt &D actual reprtltntatioft 1M it rollea 
on ftumtrouu coat oatlm&toa au woll •• lpooulativo 1&111 
IIUI!Iatol. 

Tho CommilliOD flDdl that StAff biB fiOOIJDl&td IIIIDY 
adJuatmoncu that aooouotod tor ooat lnoroa111 ooourriol boyood 
the tolt yoar. In addition, tho Commiaalon findo chat it 
will bo allowinf M5P to adJU8C tbo ooot of aorvioo for labor 
inor••••~ ~bat w ll bO otfooti¥t·lftor· tbo and of tho •l~ 
.OAth IUIPODilOD porlod, Tho Ca..laalOD filldl tb&t Chi 

·aooeptaaoo ot known ob&Dit &dJVIC .. Dtl otfor.a bF MOP 1bould. 
!Hilt the blatorloal t11t ro&r n .. oaablr rotlootivo of tilt 
OOit/rOYODVI rolattODihipl Cblt Wlll.bl OffiOCiYO dur1DI tba · 

· · tt.o rat•• •r• tn ottoot. 

A· 3\J:l 
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Tht! tlatn1UlOD t11Ulll. tbllt: liUOb Of tho bllllll@ fooUIItld Oft 
ua~a• ot lll•tortola· teat yt&rll tor not provldlDI adt~qu~t• 
ratos uhould bo plaood on tho oompanlt!D who tall to tullY 
acoount tor 1t11own ud Muunblt ollan1e11. The Collll!liftllton fl11de 
that in tbiA o~•• HBP tailed to doou .. nt or •v•n reqUtlat a 
labor and FICA inortue prior to the hoar 1111. Tile C:OMiB• 
llon·ttndo that th1B ldjUIItaent aooounte tor 101 ot NDP•• 
r~ue1t. Tbo eom.lBD1on findl that·the burdtn of proof 
1• HDP'a, and that thorotore ·tho auoo••• or failuro of tho 
lllotorlo~l toat voar tor tho oatablilhmtlnt of appropriato 
ratoa lB hoavlly dopondont on NIP'B aooountina tor known 

. and molliiUl'Ablo ohllDifOil, · ... 

. Tho Commtaaioft findo, tboretor•, that tho bistoriaal tt!dt 
Jo&l' l'lloO!IIHIIdtd by I tan, •• adjUIIttd by tbt torn of thll 
Ordor, 11 tbo btttor method for dtvelopmont of rat11 tor 
olootrloal atrviol r1ndtr1d by.NBP, · 

II, 

Th11 Commia&ion filldB that tho 111111 of flow-tbroulb 
¥treua normalizatioft of inoOM@ tax blntflto 18 not a now one 
ln thia Jurisdiotion. Tb@ tlomml11ioa finds that tbiB i11ue 
baa b11on l'lliBI!d and lUiiJ&tlll many U111111 llDil that tho proolldont 
of thlll Comil!aion 111 quite! olur, Tho eomml11aion ruiHrlilll · 
that prl!ol!llont. 

Tilt Commloaion flollll that tho toguo iB ono of timinl only. 
Tbl! Commi&Rion finds that thor• io no quostloo that thl! Com• 
paoy will rooovor from ratopayore itll full iooolll@ taxo11 
actually paid or plly&blo under eithor method. Tho Commlouion 
furtbor find11 tb~t the flow-tbroulh method 11 proforablo 
b1oauso it rofloots in rate§ only tho aotual taxou paid or 
PllYAblo. Tho C~i§Dion find§ that anothor lldYilntiGII to 
utilizinG flow-throu~h is that it ift louo oootl? lor tho 
ouotomors to fund tbo C~any•o tax lillbility in tb1i mannur. 
Tho Commiuaion findo th11t tbo only oYldeooo to tho contrary 
in the rooord 1o N8P lfitnODII Molnt}'ro'g nfl!ronall to 11 utudy 
purorMd b? till! Nunobuuottu Aaaouountl!! for PlllJlio ll!lluu, 
Ina. However, tho COmMlBuion ftndfl that whon quoetlool!ll 
about tbo 1'1!11pllative dlooount rates ueod in that atudy, -
lfitneaa Molntyro ro11poodod that bo waft not 1waro of the onou 
utUb:od. Tho c-li!Blon Uodl!, thuofon, that tb13 lll'IIUDII!Dt 
11 no~ Pllrauaoivo. Tho eommloulon flnda that tlM value ot 
I!IODOY OODildi!J'IUODD I lOR@ make flow•tbJ'OU!Jh 11!01'4.• lldVIDU~@OUI! 
to OUDtOMJ'U th11D norl!lllUUHOft, Moroovor, th@ CQrnl!!iuiou 
linda that, &I atatod by 8taff.lfitnoao·Brown, evon thOURh 
aoovmul&tl!!d dotorrod taxoa' aro dl!duotod from r&to l!l!lio, thlo 
doo11 not fully roi!!lbllroo I!!Q§t oul!tOMrD booauoa tlloil' ool!t• 

. ot oapiU.l \11 ~uter tl111n the uUUtr•a llOot of o&pitl\1, 
. - . . . . 

: .... 
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The Commiaaton linda, in aooordlftot with Stat~·• poattioa, 
tbat it la rtaaoaablt to aaaumt tbac a ~tiller'• total tax · 
liabilttr will not lnortaaa over ttMo 10 1011 aa thtrt 11 a 
GODitfUOtiOD protra. DIOIUII tax ll9iDII &rl riO~~iftl IIOb 
rear in tnorttalntlr trtattr a.ounca, r•t t~nin1 around 
vtrr alowlr ttnarallJ ovtr a ptriod ol &bout 30 rtara. Tb@ 

· Com.iaaioa t~rtbtr finda tbat avtn witb ~dtet priot iAtl•tton 
illid rtal lf0Wtb 1 tbl dlilUOHODI IIDtrUN taOb fill' OM · 
ra&eonablJ bl IXPIOttd to trOW 1ft atat, Tht COimilliOI f~Ddl 
tbat it 11 tmportaot to nato tbat in .akinl tbia findiDI· it 
ia DOt IIJiDI tbat tbt \IU.UtJ Wlll IJI}MritiOI a ''pei'!IIUIIlt . . 
tU IIViDI", Thl C:O.illiOil rtOO!IIlilll tblt tilliDI dUttteAOII 
do rtvtrat and flow•baok co rattP•rora. 

Tht eommiaaion findl, in llfltmtnt wi~b Statt•a poattion, 
tbat adoption of tlow•tbroulh will not ortatt 1ntquititt be~•••n 
Prlllftt Ud fllt:\110 r&UPI)'Irlo Tht Co•itlliOn lllldl tb&t U 
pointed out bJ Staff it il rtaaonablt to liiWII tbat ~b• 
llt1litJ11 tAX li&billtJ Will llOt inortalt DIOIUII ot Cbl 
rtourrenot and 1rowch of tax dtduotiOilt. Vor1ovtr, tbt e~-.1•· 
liOil Ulldl tllu ltaU'I &ri\IIMnt il IMfi\IUifl CIIU ldopcJ.on 
of flow-cbroulb will aot~allJ crtat lllttrltlltracional ract~ 
paJtrt mora fairly btOlUII it ttndl tO ltYil OUt tbl COC&l 
fiVtnUI roqu1rtmtllt &IIOOiltld With l liDill pllAC OYtr itl 
lifo, Tbl C~mmitliOA findl tb&t it 11 limPlJ inoorrtot to 
lUll t:b&t UK llYlllll "btlOnl'' tO I futuro lfOUP of rUII!&JII'I, 

Tbl CO .. illiOn taktll AOtiOI ot tbl JIIC Ordtr ~o. 144, 
but dooa not tlnd oa.pellinl nor dotl. it 11ro• with tll1 f1ad· 
1n1• of that •••nor rt1ardi111 tax normalil&tion, Liktwill, till 
Commltaioll aotot that tho faot that otbtr Commitlioa• rtrul•· 
tinl NSP Plnlit tax norm&li•ation OIAnOt ooaptl tbl South 
.Dakota Commt•tton to abrof''' ita rtpoatibilititl co Soutb 
DakOta OUitOIOrl ill lltlb 11111111 Jlllt &ad rt&IOnlbll r&tllo 
fillaUy, Cbe ea.f.altoa find• cbat a roquirt~~tnt cbat no.,. · 

· cbroucb bo util1aod tor raCtmaklDI purpoata il aoc tacoaaiatent 
with IODOr&llJ &Coeptod &OOOYDtiD( prtnotplta, 

III, 

Tho C~iaaion tlnda that 8taft'l pooition oo liaaoaata 
pro-oortitioation oxponwow 11bould bo adopted, Tbo eommtaaion 
tindw that W5P-Minnoaota ahould bo required to oapitalize ~SP· 
W13conain pro-cortitioation OKPODili aDd recover tbom over tbo 
lito of tho taoility to wbiob tboy rolato. Tho Commiation f1nda 
tb&t. tllia ia eon111tent wttb tho praotioo of oapitali=inl 
other idontitiablt tKPOnaoa incurred duriDI oonatruotion. Tho 
COI!II!Iieaion Und3 that botb tbt oxpenainr tro&tiHDC rooommendod .· 
.bf NSP and tbo oapitali&atton treatment rooOMmendod by Staff 
wUl ruu1t in reooVOI'J of tbeao coata by ~SP-!Unnnou., and 
that tho deo131oll &I to which trtat.llltnt< to adopt atfoou onlY 

.· tbo. Umin1 ot tho recovery. . Tho COMinton fin4i, 11 oba.,rvod 
· olaowbore in Chill Ordor 1 Cb&t'. tbo tact that other nne. oonwii• 

·. tiOnll b&V~DJ I'OIUl&tOJ')' JUritdii:ltion over K .. SP-IfillntiOta may 
·require dttferoat .bookkooptas trntanc of lUtaolltin·pn-. ·. 
aortUicaUon e~entoa llhOIIld not aontrol !low tbii Coll!lllt .. ioll. 
oarrtu out He natutory r~ttpon3ibiUUet to n.t rueil for · 
·south Dakota au1tomer1. · 
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IV, 

Tbo CommiiRiOD fiftdi th~t thl 11Dkiftf fund motbodolOIV 
and oontlnaanoy allow~oo tor nuole~r tue diapoRal ooata ~d 
dtllOIM!lllillODiDIJ OOIItll dOI!D DOt haVO tO bO &Oill~ptld a11 a 
paokago, Tho ComM1DiiOD lindA that Staff Witftlll TOWifl 
rC!OOHIIIMtftdld in tho prior· OU1 1 F•33113 that NIIP lhould btl 
roquirod to davolop a pl~n for proa1ntation to tho Commll• 
alon wblob would l1vollftl the oo1t of aorvloo !Mo~ot of 
noovory ot than ooata. 'fho Cillllllalioft Unlls thu tbt con• 
tlnaanoy rolatoa to thl! lovol of llaoommilllioninl oo11t11 and 
tbl liftkiftl fUnd 11 I m@thod of fiOOYirinl thl! tOtAl OOill• 

Tho Commlaston tindn th~t N8P baa not mat ltD burdon of 
pri'IOf in 11nhblilhin1 thAt thll tnllinaorifta o11Hmato plUD tba 
oontint@nov rapra11antn tbo boot oatimato of deoommtaatonioa 
OOiti and that f@j@otlon Of tho GOntlDIIDOV allOWAftO@ WOUld 
amount to a doltborato undorltatom~ot of dooommlaaloninl eoat11. 
Tho Comm1111oo findu, lo awreemoot wltb Btalf, that tbt toll• 
DllfiDI @lltim~t@ b~l_Q~ @@ftlidlfAtioD of an addltiODAl DG~ 
allowanoo to ttoo~Joot to variation. Tho Commlaalon 
findo that tho modo of dooommlooioninl Ill voara heneo 11 
unknown, tho Inflation 11 unknown, tho toollnololital ohln111 
wlllob mar oouur in an iot@rvonlnl DG yur period aro unknown, 
and thl tntiDI@fiDII Olltimlt@H tb@lllllV@I, AlthOUih not 8Ubjaot 
to scrutiny in thin form, are Allo Juot that •• 11timatoa. Tho 
Commlaaloo flnda that Btaff Witnoua·Toworo te11tlflod that tho 
roport1 ho ntudted to no way oxplaln tbl·nood tor a oootingonoy 
allowanoo. Tho Qommluoion furthllr.tiodo that tho toltimony 
of NBP Wltft@Dft !Woru AmOUDtll m@rllJ to IUiortiODD that NBP'u 
ontimlto of total dooommlBotontnl oo&to·il ooo&orvattve. Tho 
Commtauion findu that thiu 111 not oonvtnotoK, 

Tbo C~l11n1on flnda that tha dootalon of tho Utnnouota 
Commiuuion on tbta illuuo onnoot be blndtnf on tho South DakotA 
Comml11a1oo. Tbo Commigoion findu that wh lo tho Commlauion tn 
tbio proaoodlDI dotl!minoothU N8P 1a oonUn1oooy lllow11noo 
ohoulll bo nJootoll, lfi!P wUl not llo barHdbr tbln dooilion 
alnoo thor will ovontuallp.rooovor all raauonablo dooommtuuion• 
lnl oo11tn and lllofle till! dopreotaUoil rat!! ootabUobed boraio 
map be reviowod poriodioAlly und &dJuatod an taotn and oir• 
oumataouou warrAnt. . 

v . 
. · · .· Tho cvmmtaaion findu tbllt NIIP apparently obJt!~tu to · 
-arnchront=lnt tbo rato of roturn dotormlnation implleationll 
on todonl tnoo~MJ tA-lUIII with opor&UDI lneomo only whtn a · 

. bppotbotioal capital atruoturo lu iavolvod. Tho Commiouton 
. Undo that KSP'o ar~nto oro oot PUIIU&@iV@, Tho Co11111l11111on 
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Hndl tb&t tit: aU IUlltll Drom bill OOfrtOtlJ dttlfllilltd liSP' 1 . 
fldlfll iDOo.t tiX IKPiftll by IJftObl'ODilllll it Wi~b tbl OOIC . . 
of. oapleal dtttl'llination. runaeraore, tbe CoMiltion tilldt . · . 

· that suu W1t11111 badle bu appropriattly cltttrlllilltd tbt wol'll• .· 
iaa oapital. llfltoattollt of lona•ttl'll debt tnt:trtat, prtftrrtd 
diYidtnda, aod ftdtral 1noo.e caxea br IJDObron1ainf tbtlt . 
el ... lltl of the ltld•lar atudJ with tbt aoat of oap tal deter• 
lllill&tloll, Tbl eo..illiOil flada that if KIP il tO bl GOD• · · 
atr&illtd tO·& bJpotbttioal oapital atruoture, otbtr el.-.atl 
of tbt ooat of aerviot tbould alao rtfltot tbt lMpltoationa 
Of tblt .diOiliOil, 

The co .. taaioB finda tbat bJ adoptiDI Staff'• poaitlon, 
.lt will be diaallowina otrtaia ftdtral lnooet t&XIB wbiob 
derive fro. t.prudtnt and intffioient ltvela of capital, Juat 
•• U 11 diaaUowllll outatn otlltr exp.adUurlla aadt bJ NIP ( ••• 
findllllt ot raat VIII and 11. Tbt C~iaaioa turtber iada 

. tbat tllia deolaion 11 nl)t laooallaetn wUb tilt ooaotpt of · . .. 
refltotilll ill utilitJ ratta oalJ the aot:ual iAao.e tax•• paid 
or p&Jiblt, . 

VI, 

Tho co .. laalon find• tbae tilt ex•••• wlllob now 1x1ata in 
the aoaumulatod doftrrod lnoomo tax aooouat bJ vircuo ot tilt 
faot that dotorrall wort orl1inallJ oo.,utod at a race in 
tXOIBI of tbo ourront tax·rato of ~61 will proaumablv racurn 
to tho ~atopayoro Uftdtr Staff'• mocbod and uadtr HDP'a mtthod. 
Tho Commiaaion tiada thai ono major problom with N8P 11 method 
ia that tba oxotll will not bo roturatd, uador NSP'a pr•••nt 
aoaountinl meobaniama, until aftor tbt •••ooiattd plant 11 
rocirod. ·Tho Commiaaion f1ndo that tvoa ·if NSP'a mDtbod 
wtro ohanrod ao that flow·baoka aro oompuctd at cbo rato 
or111na117 dotorrod, tlloroby &laurinr tbo oxa••• will bo ro
turnod by tho t1mo tbo plant 11 rotirod, Statt•a propoaal 
Will p&ll tbl .IXOIIO b&ok to r&top&Jirl I'IIUr, Tbo CO!IIIIIill• 
a1on linda that in.tbia mannor tbo ouata..r• wbo provided tbt 
dotorrod taxta in tllo tirat plaao will llavo a bottor obanoo 
to rocover tbom. Tho Commitaion linda tbat utilization.ol 1 
cbno you pol'locl wiU conunut an ..oru~::auon a1roa!ly bo&un , 
and tho Com.looion Iindo that that amo~tizatioo obould not bo 
di~tturbod. 

· Tbo Commi•alon linda that. the ;;;••.•tlon tba~ tbiu adjuat• · 
meat bt·i~Rortd btCiuao ca~ ratoa mi c 10 up in tbe tucu~o ia 
not oonvinoinl• Tbt CQmm1~•ion fin that Staff corrtotly ·. 
arpt• tb&t lt cax rat .. do in·a~•u•, · no amorU:aUon of tho · 
deUolonoJ wo!llcl bo n~tootaarv llndor UQW•tbrourb aaoou~atinc. · 

·38-· 

... ·: .. 

A ·4o 
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• 

Howovor, tbo ~llilon ttndt that whatovor ldJuatm~nt may or 
may not bo nootll&ry lt tax rato1 inoroaao it not an iiiUt 

. that wo IIIUiJt dtoldo in U1t1 prooudlBI· 'flit Commla1lo11 find1 
that 11 tax ·ratoa 10 up, that to IOIII@tblnt wbioh will no 
doubt bo ralaod ll an laaut in tutur• proottdlnt• and will · 
bl dtoldtd tblfto · 'fbi COIMiluloll Uno· that til• lllllf@ polllbUI.ty 
of auob an ovoftt will ftOt prtolud• aootptanot ol tbt &taft 
rtOillllllilDdatlOft In tbll proootdlDI• · flDIU)', tbo eo.tlliOD 
1\0tiil thllt1 OVilft tbou1h ·tu 111 not bound by ad ion• of the rue 
that thl turoo year a.ortilltlon of oxoo111 aooumulatod doforrea 
taxou Whlth 11 ordortd ln thl11 oa1t 1 11 ftOt tnoonlilttnt with · 
FIRC Ordtr No, 144, 

VII, 

Tho Commiaaion tindll that tht untmorttltd ropair allowanoo 
ball hltB lnoludod ln tho ratt baao in thll proottdiBI· Tho 
Commiollon tindl, thtrotort, that alnot thoro 11 no qUtltlon 
that HBP will bo aomponnatod for·all itl aoata, inaludinl 
oarryina ahara••• tht ltnath of tbt &MOrtiaativn ptriod dotu 
not woo• to bt of oritioal importanoo. Tho Co.Million flndll 
that thtro 111 mora morit to a·fivo yoar portod boaau&o tho 
tax diduotivn• wort tlktn ovor 1 flvo yoar poriod and boaau11o 
tho impaot on ou11tomarw will bi mitil&tod. AooordinllJ, tho 
eommi11ion Iindo that a five yoar amortiaatton for rteoupmont 
of thlfl oxpllftl!t obvuld bll adopttd. . . 

VIII. 

Tho commi1111ion findo that tho 11tandard11 lOt forth bY 
Staff litnton Knadlo aro ro&aonablo ona1 to utilt:o in 
allalliDI whotbor advortilina oxpondituroo 1hould bo inoludod 
in tht oont of utrvioo. Tht Ca.mi&flion fludu that NBP'a 
ar;umont that tho Commla&ion m&J only dtuallow advortiainG 
oxponno1 undtr tho oxtrtmQ oiroumAtanooa uot forth by thtm, 
i.o,, whon ouoh oxptnditurow art oxotooivt, unwarranted, or 
incurred in bad falth, Bhould bo reioottd. Tho Cammlugton 
lindn th~t dtanllowanee of advortll 01 oxpenat in no way pre
oludeo NBP'n lltookholdere.from paying for auch oxpondituree 
it liSP chOOII@II to llODtlDU@ tllo. lJPIJ O( ai!VtrtliiDI At ii8UO 

· tn tblll proooedlnl• Tha·eommtaoion·finde, In •rroomont with 
Staff, tllat tho. advortillinc at i1111uo i11.not tutnUal tor tho 
rendition of lifo, ldequato and rollable tlootria aervico and · 
therororo &bould bo oxoludod, 

IX, 

Tho Cammln~tion finds that there in no queotion that 
ob~ritiblo eontributiona are not noot!ll!ary for the provifiion 

. or aafo, adequate and reliable elootrio 1orvioe. The Commio• 
.Ilion find& that ratepayer& 11hould not. tu: l'equind to fund: ·. · ·· 
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llowvu, tbe eamt&lliOil tlndo tbat whatever lldJu&tMilt may or 
may not be neoetlllfl' if tax rate1 lnoreaae la not &ft liiiUt 
thlt we mu11t deolde tn·thlo prooeedint. Tbe Commiaatoft flftdt 
that 1f ux ntet 10 up, tllu 11 aoutlltnr Whlob will fto 
doubt be railld ll lll liRYe in future prooeediftlt llld will 

· be duoid@d thon, Tile CollllllllliOil flndl that the ure. poulbUUy 
of ouoh aft ovnt will BOt preoludo aooeptanoe or tile lltau . 
rooOII!Hndatton ill thil prooetdilll• Plully, the eo.ltliOD 

. DOtOB tbat1 IVi!Jl thOUih ltB ill not bound by antiOnll Of tbll HRC · 
· that thit tnreo Je&r amoniaaUoft of IXCI!Ii llllOIIIllllatod dtterred · 

taxoB whioh 111 ordorod ln tbiB oago, 11 not inoonelatollt with 
PERC Order Ko, 144, 

VII, 
Thi! ComMlanion findo that thi! unamortiaed repair allowance 

ball been inoluded in tho r&li! bill in thia proooodint. Tho 
Commionton linda, thor•toro, that 11lnoo thoro ia no qutation 
tb&t N8P will bo aompon&atod for all it11 oooto, inoludlnl 
oarryiDI oharl@l 1 tho lt~nBth Of tho amortiiiUiOII l!lfiocl dOC!II 
not woom to bo of oritioal lmportano•. Tbo eommtowlon ftndw 
tba' thtro in moro Marlt to 1 fivo roar period booauao tho 
tax doduotlooa were taken ovor a five.year poriod and btOIUit 
tho impaot on ouAtomora will bo •tti1atod. Aoaordinllr, tho 
eommlaoion tiodll that 1 ltvo JOif amortigation for ·raaoupmont 
of·thia oxponno ohould bo adopted. 

VIII, 

Too Commiaaion linda tbat.tho at1Ddard11 aot forth by 
ltalf litnOII lnldlo If@ fOIIODlblo on01 tO UtiliZI in 
III&OIIIiDf whotbor advortiainl oxpondtturoa uhould be tnoludod 
in tho coat or aorvloo. Tho eommtuaion findo that NIP'• 
argumont that tho Commiloion mny only di&Dllow advortioins 
oxponaoo under tho oxtrom@ oiroum~t•nooa oot forth br them, 
i.o., whon 11uob oxpondituroo aro tXOt&uivo, unwarranted, or 
inourrod in bad faith, ohould bo·roJootod. Tho Commtooton 
tlndo that di11llowaneo of advortiolnl oxpl!n&o in no way pre• 
oludoB KBP'B lltOekholdorB from pn,ins tor auob expenditures 
lf NSP obooaoa to continuo tho typo of advortillDI at loauo 
in thiB proel!odiDI• 'lbo C:Ol!!l!lllliiOD Und!J, In &(I'OIII!M!Dt with 
~~art, that tht advertlalor at io11uo 111 not oBBonttal tor tho 
rendition of ••fo, adoquato and rolta~lo oloatrlo aorvico and · 
thorotoro uboul4 bo excluded, · 

IX. 

. Tho Commio&ion find& that thoro lo no quootlon that 
oharitablo eontrlbutionu are not nl!ooo&ary tor tho provioion 
ot aato, &doquato and rollablo oloctrlc oorvioo, Tho Ccmmio·· . 

. aloo Undo that ntopAyero 3hguld not bo roquind to fund 

A-4'2.. 
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·. Tilt commt111on linda tbat HSP bll tbt burden of proof to 
thOit proooodiDII to tlt&bllab tbat ita ·propoaod rat11 &ro 

· Juot and rtllollablo. 'tilt Commtuioll tillila tbat liSP bu 
rallod to meot.tbat bQfdtn ot proof ln rtllrd to tbo·propoaod 
inflation adJueta~nt, and that therefore aatd adJuatmtnt 
ahould bo roJootod, · · 

XI •. 

· · · Tbt C01111111111ion t lndll that riiOOillHlon of tho 8tptomllor 1, · 
1011 ·w&Kt rate oban11, wblob add11 teo,ooo to revenue rtQuirt• 
m@nta, ill propor. tho Commi11alon turtbor ftndl that roao1ni• 
tioo of tho JanUil'J l, lt1Bll adjUIItMntl 1 With nfin@tlltDtl 
whtoh roaomputo tho inortllt at 10,31 rttbor tblft lll and 
wbloh roduco tho adJuatm~ntll bJ l/24th to aooount for tho faot 
tba~ tho·rattll tlta~lillbtd in thlo proooodiBI prootdt tbl 
otfoottvo dato of tho adJu11tmonto bJ l/24th of a roar, art 

. &lAO proper, Tht C~illliOD tindl that Chill ObaDGII It'@ 
known and moaourablo and have bo@n oomputod proporly on toat 
voar work torao lovtll. Tho Commlooion flodo that it will not 
oonaldor tbo inoroaao in labor ooata wbiob rolato, in part, 
to additional omplopooa and to othor taotoro than a obanao 
to waro ratoa •. Tho Commission finds that IIUob an tdJuotmont, 
in ilddltlon to botnr fUod oubiiOfllll!nt to tho b@Arinr,. io 
impropor booau11o lt woulll Yiolato tht ll&tohiniJ oonatpt, 
Tho eommiaaton Iindo, thoroforo, that a total of tOU3 1000 
ahould bo allowl!d iD N8P 11 oo&t of Borvioo for tho11o adjuat• 
MD til, 

XII. 

Tho Commloolon findll that NUP will havo d11rin1 tt1 o11mmtr 
poak of 1083 1 704 VI of oapaoitJ which will oxoood lia ayotom 

· roqulremanto at that tlmo , Tbo.Commlooion turthor ftnda that 
that 10~ Ml of oapaoity will not bo uood to aonorato oll!otrtoity 
at tho ttmo of tho •r•tem poak, Tho Commlaoton finda, thoro- · 
foro, that thi1 ~!:!t 11 not uood and uaoful to NBP 1o proaont· 
ouotom~ro, Tho iDDlon findu that.wbllo it lu true that 
moat of HSP'e proeont aapAoitr wae ueod at eomo time or 
aoothor dlll'l!IR tho U!llt ?1!11' to ll!lltrato elootrillUY, thla 
doou not &ltor tho faot that 104 HI ex1At3 ovor and above 
H8P 18 aapaolty obliRatiODII toolUdlDI tho ObliGatory MAI'I' 
required ro11orve levolo, .Tho C:Omtuoion U.ndu that MAPP, 
attf!r. oovoral ynr11 of aonUnuin& fltudy hll arrived at tho 
preoent re1orve oapaaity levela and cOIII!iderfl them adequate 
tor apllt@m roltabtlity. Tho Co~m~ioBion.finde that havinG 

· tollnd tblt f!XO@II llapaOU)' l!lilltl, U llllllt DOW only llODCI!I'D 
· itaolf with the rate treati!!Oot wiJtob 1t lhould be aaeorded. 

·· 'l'ho- Commllllion· Undll_ tbilt Nlll'.'o poalUon that al;l taotorit · · • 
·leadins to tho exi11tonoo ot .oxoo111 ll&paohy noed·bo. invol!ti•. 
J&ted beforo thuo oan·bo a dotorllliii&Uon·tbat ourplUII'CAPilaHy 
. '. . .. '' - . . ~ •' . . . . : . . ' . -· . _, ' . . :· ; .. 



Filed: 10/2/2015 11:12:30 AM CST   Hughes County, South Dakota     32CIV15-000146

exlata aho~ld bt rejeotld. 

Tht Colllilaion Uoda · tbU h 111 not UlliiiUf to ttlld that 
m&n&lt .. nt acted t.prudtntly in order that tht oom.on t~uitf 
rttura on txotat oapaoity be diaallowtd. The Co-.ttaion find• 
that a diaallowtAoe of the oo.mon e~uitJ rtturn on .urplu• . · 
oapaoitr doea not oonltitute a penaltr on tilt common ab&rt• 
bolder. The ~o.ataaioD flnu, rather, that it aonatitutea a 
tbartnr btt'fttD rutpaJer• &ftd ataokholdua of the ooata of· 
wbu 1a aurplua oapaottr. The eo.taaioa Uno tbat Staff 
11 reao ... ndtnr chat the atookboldtr bear aaoa,ooo ot the 

· DOlt IDd that tbt l'IUpaJU bill' fl 1 Ita 1000 Of till QOIC of 
what Staff baa oonoluded 11 exo••• oapaoitr. The co .. itaion 
finda that it ia onlr proper tbat tbl ratepartra not bt btld 
totallr reaponalble tor thttt oottl·ataot tbt oom.oa ataok• 
holder• txptot to btar rllka, tor wblob tbtp art oo.peaaattd 
bf virtue of tht taot tbat tbt rtturft tber rtotivt ia bilbtr 
tllan that palll tor otlttl' tom1 of capital. 'fht C:a..luioD 
flnda ~hit it the lliDitf ot lftf tlfninll tbortfalla, for wbat• 
over rtatoD, Wlft tl~lo~ttd, tilt oo..an atookboldtr would 
no~ rtot1Vt & 11filk Prtllium11 • · 

Tht Comalttloa finO., moreover; tbac it 11 btoauat tbtrt 
11 ftO tYldtDOI Of tmprudeDOI aod btO&Uit tbt flttpaJtfl biVt 
dtrivtd bentfica from rooou~ oapaoitr·additioaa that a total 
ditallowanoo ot txotaa oapaoitf ooata lbould lOt bt ordtrod, 
but tb~c ioactad a tbarlnl ot ouob ooata ebould bo ordtrtd. 

TUt Commitaion lindA tbat tbo amouut of tbo oommoa oqultp 
return it f303,000. Tbt Commlo&1oa fiada tbat wbilo Staff 
11tnoaa Towort oonotdtd tbat K8P made a roatonablo attempt ~o 
idofttily wbore tllo oxoo111 oap&ol~f oxiou, bt pot.11tod out thAt 
ovon aome of tbo o1l·f1ro4 unit• idoattfttd by N&P wore 
utllizod at aomo point durtal tile to1t roar. Tbia btsbli&bta 
OX&Otly tho l'tiiOQ Staff llitDOIII TOWora UIOd tbo IYOfiiO 
aot iovoatm@Dt •otbod be did. Juot al.tbt CommiOiiOA will 
not do,ormiAe that tho latett oapaoitf addition oonotitutoa 
tbt oxono, lt w1U DOt dotormtoo that tbo oldut plint1 
oonati,uto tbe tMot••· Tile Commtalion f1ndo.Cbat tbo 
ourplu• oapaottr 1i!lply oa11noc bo aotuaUy uaooiated with 
apooUio I•An&UAI unlto or trllllll!lii11on lll'OIIIItotl. 

The Commlltioa finda that tho arCWD~nt tblt u•• of tbo 
avor&~o invootmtnt in all ot H8P'o laoilitiol roqutroo that 
ratopayoro ao-.bow bo doprtvod of Cbe advantaso• of low 
eoat power &aaootacod ~1tk roeont oapaottv addition• thould 
bo roJoctod. Tho CommtaatoD fiada, •• tXplaiaod above, cbat 
tho. ouno-.ra aro eaUtlod to tllia bonotU booaun tboy arv 
boto1 roqutrod·co btar all of. tbo out•Of•pookot eo1ta, inolud· 

. · .. ina 4oproott.Uon, &aaoolatod IJitb thttt .f&cUhtoo. Tho . 
CoMDL3aton fiuda tbat tho dotormtnation of tbt avor11t not 
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tnvo•t .. nt do11 not inoludo a·doduotion to~ aooumulatod dtt•~~•d 
ftdo~at· lnOomt tAXII b@DIUIO tbttl tiXIIj OVID tbOUib tbtY Olft 
bl altOdlttd With 8PIIl1llo pllftt81 ~IPI'Uiftt pf'OPIJIIIIftCI of . 
todoral lftoomo tiXtl wbtoh bolont to ratop&yors. 

XIII •. 

-Tht COIIIIIllliOD UndD th&t tbtr8 IU'O tbru bAIIio lflill Of 
00ftt8fttton b@twttn NSP lftd 9t&fl f'OIIf'diDI oaloUlltiOD of 
worklnr oap1tal. · · 

(1)- Tho CommilliOft llftdl tb&t HSP Wltntll Molntyro 
rtoommtftdtd thAt I f'IVIftU@ ltld Of 43,84 ftiJI bl Uild in 
dorlvinl tho approprtat8 lovol ot workiDI oapttal. Tb8 Co111111i1• 
liOD flftdl thAt ltaff lltft@ll Kftadl8 tlltillod that I f'@VIDUI . 
lOad of 3D,ll day11 111 IPPl'OPl'llti!o 

(D) Tho CommtlliOD flDdl th&t NOP obJIOtl to 8taff 111 Ulll 
of 1 hypothotloal oapltal ltruoturt for dotormination of 1 pro -
formt tntortot amount &ppll~td to th8 workiDI oa~ltal oalaulation. 
Tho Commlllolon flndl that NOP 1110 al&lmll th&t dobt lottrtl!t 
rtl&ttd to oon1truotton work in pro1roaa (CliP) ahould bo 
pur1od tor workiDI capital oonnldtr&tlon. Tbo Cammlaoion 
llndo that 8t&fl ar1U1D that it muat uao pro forma lotortlt 

. !IIIIOUDtl, ADd that 1\lllh \ltllillltiOD iiJ llOnlilltllDt With UIIIIJO 
ot othor pro forma smountn tn tho worktnr oapital anllJilB. 
Tho Commiaaton ftndo th&t Staff &lao ol&lma that inttroot on 
CVIP lhOUld not bo PUflld UDl@IB HBP OlD ~UIIDtify tho b~tnoflt 
afbooklns AIVDC prior to th8 tim@ 1nt8flllt &Dd dlvtdonda ar8 
paid. 

(3) Tho Commlloion flodl tb&t N8P OODtiDdl that Staff 
abould m&k8 allowanot in tho worklns oapltal utudy tor tho 
roturn on oommon otook o~uity, Tho eommi11ion findl tbnt 
booauoo of 8taff 11 rofuoal to do ao, NSP rooommtndl tblt 8t&ff 
ahould pur11 from tho 111 atudy tho oth~tr two olllllponontu of 
tho roturn on tnv~tltmtnt, dtbt intorolt and protorrtd ltook 
divtdondo. Tho CommlDIIOn -fiodo that Staff doto not allow tor 
tho roturn on common 1took o~uity, a poultton conaiatont with 
prior Commigolon ruliDII, booauuo of tho uni~uo ob&raotor11tioo 
ot that portion of tho overall return. Tho Conaiaoion turtbor . 
tindu that 8taft·arKUOB th&t thoro could bo furthtr otfootD · 
mado tor tho dolay ln p11ymont of oQmmOn stook dlvtdondu, but 
doollned to mako tbia otfaet. 

Tho Commi11ion finda that tbo dlff@ronoa botwoon N8P 
litneaa Kolotyro'll ealoulation of rovonuo Ia~ day1 and that 
of Staff litnoau ln&dlo iD baaloDllY duo to _tho l&ttor'u uunGa 
ot a ao day outotf for·ouutomor bill_na~nt. Tho Commiuoion 
finds that thoro la ;onoral a&rtomont th&t litnouu KnRdle'l 

· Mthod 111 A proper one whon paired with hi a roeommendllt iol! 
that NSP be allowed to roeovor th8 late payment oharre 
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• 

revenue btlow the l!Dt. Thl C~illiOD fiDda tbat tbt•lQYIAtlll 
Of lltDUI itftllcllt 11 lletlloll 11 that 1t dOll DOt OO!Ipel OUitOMrt 
who make ttmtly pay11nt to bear tbt burclea •o•tcl bJ late 
PIJiDI OUitellflo The Coa.illiOD flftdl tblt tbl ftYIDUI ltld 
dar• tatabUahtd by Staff lhn••• badlt are oorreot ud 
abould be ut1U.11d lD th1 workiDI oap1Ul dtttl'llilllUOII. 

Tht·Co.DilliOil f1Dd1 that tbere 11 no bllil tor NSP 11 
obJection to Staff litn••• IAiclle'a utili of pro tor.a 
intertat amount•• Tht Ca..iaaton fi11dt 111 arre ... llt witb Staff, 
that litn111 Knadlo wbo Wll not 111kiD1 reo~ndationl OOII• 
oorninr debt and rtiated intereet ltvtla 1 11 ooapelled to . 
ucilill reoomm.ndatioftl of other Staff Wltaeaaea. The Co.aia-
aion finda that HIP failed to tullJ lddrtaa Stiff lit11111 · 
ftillov•a oonoorna rerardinr ~~~~~ ot lnttreet and dividend 
payment• with tho bookinl of AJVDC, Tbt Coa.ilaion tladl · 
due to thll failure, the Commiaaion oannot authorize tht purtiDI 
of CWIP•rolattd tntorott trom the workiDI capital lA&lp•i•. 

prlorT::af:f:!:•~::o~!:d:n:h~:ao::.:::;fo:',gf:'fic~~~b;!e!: •• 
ftialov haa aow tettlfiod co in tho ourront prouotdlnl rtlafd· 
inl tho pro~r troatmont of tho ·return. on oa..on atook tquity, 
Tb• eommtaaioa finda cbat NIP'• oonctntion.tb&t dtbt iat•r••t 
and proforrod di¥idood8 abould alao bt rtAOYtd from workiDI 

· capital OUillidtratton if tho common oquitJ rotura ta not 
altordoll croatmonc ubould b1 roJootod. Tbt co-.illiOD tindl 
that thoro 11 littlo quootion that tunda aro made avallablt 
with tbl lar in paymont of dobt lntoroat aad prafarrad divi· 
dandu, Tbo Commiuaioa turthtr finda tb&t tho iiiUt flllfdin1 
tho troatmoot of tbt roturn on common otook oquitJ 11 oat of 

!:!t:=l!!0:h:~tl':: ::d:~t ;b:•~:i:il:fo:'i%::8 tb&~0Staff 
oonttnda that invoatur• rooOIDi:o tho laf of p~Jmont of 
dividendo, and ditoount tho 111 when mak 01 a purobaao 
dootuion. Tho Comminuion fur\htr linda that NIP all•r•• that 
booauao 8tatt tailed to tdontlfr whore Statf'a rauommtndod 
roturn rooo,ui&oa auob an invoutor axpaotation, it cannot 
account tor tho 1••· Tho Comm1a1ton finda tb&\ it appear• to 
be lortoal that tnvo•tora io common ttook of any particular 
orrant•ation would daem it naooeaary to bt awara ot dividend 
payment babita. Tho C~iaaioa findl tho l&ok of an explicit 
rooommendation to 8t&tf litnoaa lil1on'• te•timony rtrard1ar 
tha paymont lar would obvioullf noc·atfoot tha atookbolder 
wbo made a purobuo doo1111on. Tbo COI!!!Iillion findt til at n 
tboo tollowa thac tbt puroh•••r mado Ilia dooiaion .attor ooa
lldertn; tho dividond p&Jl!ltAt 111 ud Cbo ultima to relurn, 
tbliiHUkilll it llDDOOOIIUry for Dr, liliOD tO idtntUy I 

· .. , IOPII'&ta oxpoolan:ion •. Tho COMillioll: Unit• tunhar chat StaU · 
could hllvo IHdo additional ottatu.tor tllo J.ar to o0111110n 1took 

·:.· ,· . .. - . . . . 



Filed: 10/2/2015 11:12:30 AM CST   Hughes County, South Dakota     32CIV15-000146

. · cUvtdind PllYftllllt, hilt llfl .. With 8t.ft' I. GOIItlllt!Clll tblt tbt 
· ltntral uncertaintY roJ&rdlnl tb1 lov11 ot paym11tt preoludtl 

mlktn1 that ottltt, Ttit COI!IIIIllaton Ulldl • tb•r•tort, that 
· 8tatt IHDIIII Rielov muo a Pl'OIM!l' rl!olliMMndaUoD to txoludt 
.treatmont ot tho roturll on oommon etook dividendi tro• tho 
workinJ oapital etucty. 

nv. 
Tho Commtaaion linda that tbt obiot roaeon tor tbt dltforont 

lovolo of lAte pay~nt ohlfii!A rooomm.ndtd by N8P and Staff 
appear to bo a ata~trtom~nt over tho proper trtatmtnt ot 
reoovorv·or tDG,DOO ot oollootion oo1t1. Tbl Commilaion flnde 
that KBP rooommondld that tb•u• oo•t• bo reoo1nill!d in and 

·aaoeuued throulh tho late pAJMODt Obllllo Tho eommtuaion 
Iindo that Staff artuta that tbolt oo1t1 aro alroady inoludod 
in tho oout of lll'Ytoo. 

Tho Commtaoton findu th&t tho lato paymoBt ohar1o obould 
bo dodjJIIId to fftOOYtl' oortaln idi!DUH&bll OOIJ(I, Tho COIIIIIIh• 
uton Iindo that tho late paymont ahar1e ubould not booomo a 
moana by wbtob to ponaliAI lato payto1 ouutom~ra. Tho eommia
aton findu that it appoaru troa tho touttmony of K8P Witnooo 
DllPif that tho IDD,DOO amount tdonttfiod by bor roprouontu ttxod 
ooatu in toroo for at loaot tho ran1o of late paymont ooonarlou 
tound within bor oxbtbttu. Tho eommtuoion rurthor ftndu that 
Wttnoou DllPAY further toutifiod that dooltntng numboro or lato 
payinl ouutomoru would tond to toorotuo tho amount roquirtd 
from 110b to rooovor oollootton aooto. Tho Commiusion linda 
that booauno ot tbo lovol ol ltxod ooutu whtob aro tnourrod 
roaardlooa ot tho lovol or lato plymontai it would ooem thAt 
HBP'u rooommondatlono could ovontually p 101 unroaaonablo 
hurdonu on lato paytnr ouutomoro if thotr nWMbera woro aub
ltanU&Up rodual!d. '1'111 C:o!Mitudon linda, howuvor, that thAt 
tuuuo booomoo aoadomlc boo&lliO abuant an adJuotmont mado to 
KBP'a coat of aarviao, tho eommtuoton ta compelled to asroo 
that tho ttor@mootloned oo&tu are indeod included in tho 
ooat or aorvtoo. Tho eommtaaton ttnda, therefore, thAt 
adoptton of NBP'a roo~ndod l1t1 payment oharso would allow 
NSP to over-collect tor tbe rolated ao&tu. Tho Commta1ion 
ttndu that Staff lttnOII KnAdl0 16 U&I(O of A II monthly 
AiiOa§m@nt to recover NBP'o ttnanotnl oootu appe1ra ro&eonable 
In liGht Of Stall litDOIII Brown 1B UIIAGO of N8P lltOOIII 
Molnt1ro•a reao~ndad Dhortatorm debt rate. The Commtu- . 
atoo linda that tt Statt litneaa lnadlo woro now to baoo 
btu m9Dthly chlll'IO.On the priml rato, Staff Wttlllll Drown·· 
would be requtred to alter llor cOMputed totoront on &hort• . 
term debt al&o to rorleot tbe.prtmo rato. Tho Commtneton 

-41i .. 
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linda tb&t there 11 oo batit to adopt tuab a obao••• ud there• 
to~• tiodl tb&t St&tt•t r•oo..eadld lalt pa,..at ob&flt it 
appropri&te. · 

xv. 
Tbl COINiilliOD filldl that tbt 1485,1'12 of aDilUt.l UIOI'U .. 

llllUOil txplllltl UIOoi&Cid IUb tbl Tfl'Oill OIAOtU&UOil OOIU 
whiob NIP 111kl to r•oov•r ill tbil ou1 tbauld bt exoludod 
tro• cb• Companr•• ootc of ••rviot. lottead, tbe co .. iltioll 
findM tbat OODiillllll lith ltl haldilll ill·Dooklt' Mo. F•33D3 
Chi fiGOYil'f Of TffOD@•fll&ted OOitl lbOUld bl dtflfl'ld 
Ulltil after tbl 111UII ill tbt PIIC proootdinl have bllll · 
finally diCII'miDtd bJ I final Ordlf of Cbl PIIC DO lODIIl' 
tubJ•ot to Judloial roviow. · 

Tbo Committion linda ~bat co tbt excont &nf portion ol 
tho 141&,172 ohar&• 11 lat•r dttermin•d·allowablo bf 1 final 
CommilllOD Ofdlf DO lODIIl' IUbjiOt tO turtbtf JudiOlal l'IYiiW 
cb• allowed r•ooverr tball inolud• in addition a ro&aoaablo 
oarryiDI oh&rll to OOBplftlltl NSP far thl dlflffll, Ulltil 
tuob tim~ &3 thl d1forrtd prinoiplt and aooumulattd char••• 
aro f11Ur IIIIOrtiaod, nid e&rl'fiDI ollar1•• co b• OOIIIPilttd 
aa providld in th• lotCltMOnt Alfi ... D'· 
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xvn. 
Til~ AllJUAtiU!fttA propoll@d b~ .Dr, IUIOil to. i!Ualiftlltl! · 

non-utilitY lnVI!Atunto and ~1'0111! trOll th11 OOIIW!Oft tqlllt? 
billano11 ill'O prop@f, lith fi!Rllfd to the ftOD.;.ur.nuv 111VI!lltlll@ntu, 
th11 Comml&Aion iKrl!l!l thlt thtll lftVIItmlntu llfl at tht riak 
of and tor the hl!ntflt of HBP'u ltnokboldltl llftd that ·tho 
ratopavorA ahould not hi! burdonld with thom, . AI to Tyrono, 
Dr. Wtlaon oll!trly tl!ltlftod tbtt btl prool!dUrl doll not oon• 
1tttut11 a doubli! count and thlt biD tdJuotml!nt muAt hi! m&dl! 
tf th11 rati!Pl?l!ro llrl! to hi! rl!liovl!d of tbl Tyrono proJoot 
oanotlltt1on ooata pond1DI tbl! Routh Dakota Publio Utilttill 
Commiaaion'&.di!ti!rmlnatlon of that mttttr. Tbt IOUfOI of 
thl fund& to trrl!ltvant. Llki!Will!, tho ftot thtt AFUDC at 
a oompoaHI fltl Wlli applll!d 11 lrnli!YilDt. lhati!YI!r tho 
aourco of th11 lunda, tbl!ftl! 1r11 l!quity inV@otm~~ntD and their 
dolottoo from oommon oquity tu appropriato, 

Thi! lldjuatml!nt madl! by Staff lltnooa·Wiloon whiob aaaumo1 
that HSP will or ahould rotiro odditlooal oommon otook to 1081 
in lik11 amount AD that wbtob waD rotirod in 1080 iD proptt. 
Tho Commiaalon dotorminl!o that a rotirtaont Of thiD amount 
lo roaoonablo and achtovablo and that tb@ adjuotmcnt 1n ano 
that Dhould hi mado wbon llonatdorl!d in oonoort wHh Dr. 
Wiloon'D rooomm@ndod roturo on oommon ·otonk oquity. Au H8P 
ltB@lt OODil@di!D 1 thrOU!!h it!J fiDIID@ial plODDI tbl!ir Ollfrtllt 
oqutty ratio iD thlok. Moroovor, Dr. WilBon D adJultm@ota 
ovorilll ilPPIIf OOOO@fYatiYI bOOIU11! 1 18 bo ltlt@d 1 thU bOOk 
vatu@ of tho Compony'u Dtoek biD now lnori!AD@d oomowh~t and 
it would bo pootlblo for thom to rotir@ I!Yto mor11 Dtook than 
ho IBftllm@d, AlBa, blo lnorot~oo to oommoo oquit? for rlt&ioad 
oaroingu to bo llOCUMUlatod duriDI lOll APPOifD hiGh by CQI

1 about 'to,ooo,ooo. 111 would noto·tbat tho· adjugtmonto to . 
common oquity reault in a aapttal utruaturo wfitoh Ia otlll 
more favorablo to H8P thAn tho induotry norm. NBP'B ArGu· 
montu fll&rdtnr tho dlvtdand rolnvootmont ·plan aro no~ ocm
pallinr. Thl! DRP dBao not b1111r on tho baDto quaotton in 
thill ro;ard. of wbothor KIIP 111 aO!m!On equity raUo 111 tgo thtgk 
for ratemakiDI purponoo, 

Finally, tho adJu1tmont whiah roBtataB KBP'n praforrod 
atook balanaa to tho li!Yi!l it WUilld bavo boon had H8P made 
only tho mandatorr DinkinG fund rottr11monto iu proper. NSP 
voluntarilY r11tlrl!d preforrod utoak in oxoouo of tboao 
roqulremonto to tho datrtmont ot·ita·rati!Pilfora when it aould 
bavo rotirad tho moro.axpanglvo o~n atogk, . 

All of tho aforami!Dtionod adJuBtmontD raDult in a 
.oapUal atruoturo whillh 1& roaoon&blo, . 
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xvn. 
l rnun oft equUt ot ltl.O$ tor NSP 11 Juat and rtaaonabl•. 

The COIIII11110ft UDell tblt St&:tf WUiltll Dr, ffiliOil pn&tlltl!d a 
oomprthtnatvo and ortdible analt•l• of the ooet of o~n·equity 
tor K8P, · . · 

The eommtaalon liAdi that tbt dot .adtl 11 a valid m.tbod 
to 1111 in dtttraialnl the oott of oo-.oD ~u1tt. Mr. Kolkaaaa•• 
orltlotama ot tht traditional dof analtlil art without merit 
btoauae bt lnoorreotlt objtota to the ult of a ooftataftt value 
for k.and a oonataot lnfilllttoboriaon rrowtb rato for I• At 
Staff WitDIII WiliOD tlltlfiod, tbo OOit Of tquitt 1 k, 11 1 II 
a mattor Of faot, a 11D1l1 value at a particular tuat in 
relation to a partloular marktt prloo and txpeottd dlvtdtftcl . 
ltvtl •. Alao, the 1Aiinltt•horiaon ·1rowth rate probltm alluded 
to bt K~lkmlftft OlD be tllminattd, With DO. ftOtiOtlblt impadt 1 
by m.rolt uolnl 1 100 rear time horl•on ratbtr tbao infinitJ, 
Tllordore, Kolkm1Ail1 11 HtllOtl I 11 1111 dttlrablt chan· 
Staff'• dol analtaia. 

Tilt Coi!IDilliOft allo Undo tbu IColloaanll' 1 mttboll II, an 
altornativo llof approaoh it ltll valid thaD St&tf'l llot. Tho 
eommiation find• that KoikmAnn•a aaaumptiona aro not rtaconabl• 
in tbac bt ataumta oicller pate aotual and bypothotioal oarninlt 
(from divilltnda but not from o&pital 1aina) art oqual to 
requirod oaroiDIII, or tbat aocual abort-corm dividondu 
and oxporitnotd illllation art oqual to oxpootod dlvidtnda and 
antioipatod illfl&tion. Tile roturat oaloulattd and utili=od 
by Xolkmanll in tbia approaob oannot be viewtd •• exptrienood 
return• booauat thor 11noro tbt actual 111n1 aud lo•••• attri~ 
butablt to ob&DIII ia tho pritt•book ratio, and •• 1 rotuit, 
Mr. Xolkmann•a rttura ovorttato• exporionotd roturn. 

Mr. lolkm&Dn'a mothod 111, tho analtlil of marktt prica 
to book valuo ratioa, la of littlo uao in ovaluaclns invottor 
IXPtGt&tiOill for tbt futuro, Tilt COI!IDilllOD flodG that tilt 
primary roaaoa for tho failure ot method Ill to arrive at 
a roa~onablo roault to that tllo equation dati not apoaity tbe 
taotora tmportant to HSP'• 1took prioo, dooa not lnoludu an 
analy•t• ot oxpeocatlona ot futuro return• rolativo co 
required returna, and rely on actual ratb•r than oxpoo~od 
roturna •• 1 rolovant dotormtaant of •arktt prtc••· 

Tllo OOmmlaaion find• that Dr. lllton•a uao of tho 
olootrio utilitJ.tnduatrt aa a wbolo tw·valtd. Tbo Commie• 
aton flnda that &taff'a approach dooa not iraoro ftnancinl 
oiro~tanoea unique to ~&P booau•• it quantified capital 
coot diftoronooa amon1 utllitlo• in ao analyttc~lly objective 
·&nd·oxpli~tt ••t• · 

.• -18- ·. 
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Tho Commiaaion ftnda th~t Dr, lilaoa1a Ull of aid•1080 
prlolnw d~t~ in tho dot otudy 11 proper and neoeaaar,, AA 
Dr. lllaon ttattfladi whtn flnanolal •arkata aze diiturbed, 
it 11 oaaential to f nd a period duriDI wbiob intertll r~toa 
and oltotrio utility riak8 wert at.ll&r to biatorio ODD• 
ctltiona. D1oauae preaent dividend rielda\ wbioh recently 
have inoroaatd rapidly ovor a abort perioD of t~ for 
utllltioa, do not aatob biatorioal data aad bloauao the 
expeotod wrowth oonatatent with preaent· riolds ia not Jtt 
atotrtalnablo fro. avallablt data, tht boat ostimato of 
ourront monty oo1t1 to one baaed upon tbe oumbinattun of . 
dXploted 1rowth and dlvld1nd ylolda tlkon fro. a tt.. durin8 

.wbioh flnanuial ••rkota wore rtaaooably aur.al, . 

Tho Commlaalon tlnda that Dr, liltOD 11 G61Pif&blo ilfD• 
inBB annlyul• ot uompanioa ut ao.parablo riak ia of uao In 
dotormtntn1 1 roaaonable roturn for HIP, IUbJtut to the 
limitationa of that approach outlino4 by Dr. lilaan. Tho 

· Commlaaion tindo that Dr, lllaon oatabliahod 1 on tbo baala 
of atatl1tloal aonalu&ion• and al&o on tho b&&ia of 1onoral 
obnorvationa, that riak dlftorono11 oxlot bttwton lodu1trio1 
and that unreJQlatod1 non-utility lnduatrloM art ;onorallr 
more riaky than utllltlou. Hoaao, it would not bt appropria~• 
to·allow utllltioa a roturn aa hilh a8 that boiDI OxPOrioouod 
by Choat Ul'li!IJ, 

Mr. Kolkmaon'll utbod IV, a OOI!Ipanblo roturo analyull, 
doeu not addreau riak comparability, and tborotoro ta 
inforior to Dr. li1Bon1a gtudy. Moroover, Kolkmann'a atudy 

. uaoa 18 a ca.parabllitJ ntaodard, oarood roturnu. 

Tho Com.laulon findu that lOBI•torm tateroat rato 
trooda aro not aa appropriato baaia tor dotormlnlnl tho extent 
Of common l!qUity OOBt obDDIII!fi beo&Yfi@ it fl!qUlroa tbt IBIWIP• 
uon nat clobt coati and I!QUltJ ooata parallel oaoh other 
OVOI' timo. A8 Dr, WUDOII dii!!!MJnltl'atod 1 I!UOb DO IBI!IIIIIptlOn 
Ia not vaU4. · 

Tho ~toulon flodll that an additional roturn nllowanoil! 
for iaauanoo and proauml!d market pronauro ia not wnrrantl!d 
bill not· 11014 DI!W cqu!ty onpltal at all in tho pant ·five or n1x 
v••r• and baa in fact uadl!rtnktn various .athodl ot rcduotnc 
tbe equity rntlo. W!luon thorefort ntatl!d ·it 11 not roaaonable 
to 1811111!10 tbono coata wnl ovtn a taourrOd; · · .•nut Clll!llllaion 
tladB that oven lt n•w atook !&lunnotn were oxpoutocl, pro~ 
~~ .arkot proanuro ao1t1 ehoul4 not be rtCOinlzod and 
llotaUon ooata are l!iJ!aU. - · 
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Upoo tba torttoiDI PindiDII ot Fact, tbt Co..taalon 
bert~J tntera tilt tollo•inl 

90HCLUIIOHI Of LA! 
t. 

. Tha~ tilt Ca..taeion baa Jurttdiotion ovtr tile aubjaot 
matter and the partita to tbta proottdiDI· 

n. 
'l'bl\ tht Co.lllioll• a lleot.lion eattrett lltrtill tltabUabtl 

juat llld reaaooablt ratta for Hortb•ro ltattl Pow.r Coepan7 
aod tu1lr oomporta with all atatutory lAd oooatitutional · 
r.q\lll'Mtlltl, 

Ill. 

That tbo rate tobtdulot and rolattd tariff tbtatt filtd 
in tllil 0& .. bJ NIIP, Pl'OPOIIId to btOOIII tUtcUvt DaoRbU 11\, 
11111, abould bt rtjtctod tn their tntlrtcr. 

IV, 

That all pendiDI motion• and objtotiono not btrotofort 
rultd upon abould bo bf tho torma ot tbil Ordor ovorrultd. 
It 11 tberotoro 

ORDI!\11), that. tho propouod rate aol\eduloa and rtlatod 
~arlit aboeta t1lod in tbia •••• or ~ortborn lltatoa Powor 
Compaor propocod to btoomt ofttotivo Dooombor 18, ltll bo, 
and tho ea.. borebr aro, rtJoocod; and lt 11 

FURTBIR ORDIRED, that Korthtrn 8tatoa Power Companr 
lblll fill With tho CGmmilliOn ROW propOitd f&tt IChtdUlta 
and rolatod tariff ohooto in oootormaoco wi~h Cbl• Ordor; 
ud 1t lo 

. FURTRIR ORDERED, tb&t tbt rate oobtdulto and rolato4 
t~ltf abt•t• ~plo .. ntlDI tbt C~iaaloa•e Dtoialon aDd 

. Ordtl' htl'tll, Wbtll IPPfOVtd bp tbo C-i.llliOR, abaU bft 
oft•otlvt .to~ lltotrlo ttrvlot rendtrtd on o~ after tho lDtb 
d&f of. Deotmbtr, 19tl. 

' . 

.. 
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