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1 BEFORE THE PUBLIC UTILITLES C0,MMISSION : 

" ; OF THE STATE OF SOUTH DAKOTA 
! 

I I N  THE MATTER OF THE PUBLIC ) ORDER APPROVING SETTLEMENT AGREEMENT 
UTILITIES COMMISSION I N V E S T I -  ) 
G A T I O N  I N T O  THE EFFECTS OF ) (F-3647-6)  
THE 1986 TAX REFORM ACT ON ) 

-~ ~ -~ ~ - 

i 
! SOUTH DAKOTA UTILITIES. ) 

1, 
I On October 22, 1986, Pres ident  Reagan signed i n t o  law the  Tax ~ Reform Act  o f  1986 (TRA-86). Subsequently, on October 29, 1986, the 

Pub l i c  U t i l i t i e s  Commission S t a f f  ( S t a f f )  requested i n fo rma t i on  from 
Montana-Dakota U t i l i t i e s  Co. (MDU) concerning the c o s t  o f  se rv i ce  
e f fec ts  o f  the Tax Reform Act  o f  1986 on MDU's j u r i s d i c t i o n a l  u t i l i t y  
operat ions.  

On June 18, 1987, S t a f f  f i l e d  a Motion reques t ing  the P u b l i c  
U t i l i t i e s  Commission (Commission) t o  requ i re  MDU t o  make a formal f i l i n g  
w i t h  the Commission which would r e f l e c t  the e f f e c t s  o f  t he  Tax Reform 
Act o f  1986 and TRA-86 assoc ia ted  adjustments. The Commission granted 
t h i s  Motion i n  i t s  I n t e r i m  Order issued June 26, 1987. Accord ingly ,  MDU 
f i l e d  i t s  p o s i t i o n  on J u l y  16, 1987. 

The I n t e r i m  Order presented four TRA-86 op t ions  f o r  South Dakota 
regulated u t i l i t i e s .  MDU se lec ted  the second a l t e r n a t i v e  f o r  i t s  
e l e c t r i c  opera t ions  which a l lowed i t  t o  f i l e  l i m i t e d  adjustments 
r e l a t i n g  t o  t he  TRA.  For i t s  na tura l  gas opera t ions  the  company 
se lec ted  the f o u r t h  a1 t e r n a t i v e  which a1 lowed i t '  t o  reach a S t i p u l a t i o n  
w i t h  S t a f f  regard ing  f u r t h e r  proceedings i n  t h i s  docket.  

As a r e s u l t  o f  in fo rmal  negot ia t ions  between MDU and S t a f f ,  t he  two 
p a r t i e s  reached a Set t lement  Agreement i n  t h i s  docket. The Commission 
has c a r e f u l l y  reviewed the  S t i p u l a t i o n  and Sett lement Agreement i n  t h i s  
docket and f i n d s  t h a t  i t  p r o p e r l y  establ ishes j u s t  and reasonable r a t e s  
and the re fo re  should be approved. I t  i s  there fo re  

ORDERED, t h a t  t he  S t i p u l a t i o n  and Settlement Agreement reached 
between S t a f f  and MOU be and hereby i s  approved upon the terms and 
cond i t ions  set  f o r t h  t h e r e i n ;  and i t  i s  

FURTHER ORDERED, t h a t  t he  S t i p u l a t i o n  and Set t lement  Agreement 
reached between MDU and S t a f f  i n  t h i s  matter be and the same i s  
incorporated as i f  f u l l y  s e t  f o r t h  here in.  

Dated a t  P i e r r e ,  South Dakota, t h i s  &day o f  June, 1988. 
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BEFORE THE PUBLIC UTILITIES C O M M I S S I O N  

OF THE STATE OF SOUTH DAKOTA 

I N  THE MATTER OF THE PUBLIC ) S-TIPULATION AND SETTLEMENT AGREEMENT 
UTILITIES C O M M I S S I O N  I N V E S T I -  ) 
G A T I O N  I N T O  THE EFFECTS OF ) (F-3647-6) 
THE 1986 TAX REFORM ACT ON ) 
SOUTH DAKOTA UTILITIES. ) 

This S t i p u l a t i o n  i s  made and entered i n t o  by Montana-Dakota 

U t i l i t i e s  Co. (Company) and the Pub l i c  U t i l i t i e s  Commission S t a f f  

( S t a f f ) .  

1. 

On October 22, 1986, Pres ident  Reagan signed i n t o  law the Tax 

Reform Act o f  1986 (TRA-86). Subsequently, on October 29, 1986, the 

S t a f f  requested i n fo rma t i on  from Company concerning the  c o s t  o f  se rv i ce  

e f f e c t s  o f  t he  Tax Reform Act o f  1986 on Company's j u r i s d i c t i o n a l  

u t i l i t y  opera t ions .  

On January 28, 1987, Company made i t s  i n i t i a l  f i l i n g  i n  t h i s  docket 

based on the twelve months ending June 30, 1986 (na tu ra l  gas) and June 

30, 1985 ( e l e c t r i c ) .  Subsequently, the Company f i l e d  r e v i s i o n s  on 

February 11, 1987. 

On June 18, 1987, S t a f f  f i l e d  a  Motion reques t ing  the  Pub l i c  

U t i l i t i e s  Commission (Commission) t o  requ i re  Company t o  make a  formal 

f i l i n g  w i t h  the Commission which would r e f l e c t  the e f f e c t s  o f  the Tax 

Reform Act o f  1986 and TRA-86 associated adjustments. The Commission 

granted t h i s  Mot ion i n  i t s  I n t e r i m  Order issued June 26, 1987. 

Accordingly,  Company f i l e d  i t s  p o s i t i o n  on J u l y  16, 1987. 

The I n t e r i m  Order presented four  TRA-86 op t ions  f o r  South Dakota 

regulated u t i l i t i e s .  The Company se lec ted  the second a l t e r n a t i v e  f o r  

L- 

i t s  e l e c t r i c  opera t ions  which al lowed i t  t o  f i l e  l i m i t e d  adjustments 

r e l a t i n g  t o  the TRA. 



For i t s  n a t u r a l  gas operat ions the Company se lec ted  the f o u r t h  

a l t e r n a t i v e  which a l lowed i t  t o  reach a S t i p u l a t i o n  w i t h  S t a f f  regarding 

fu r the r  proceedings i n  t h i s  docket. According t o  Company's J u l y  16, 

1987 f i l i n g ,  i t s  c a l c u l a t i o n s  would r e s u l t  i n  a decrease i n  annual 

revenue requirements o f  $177,480 f o r  the TRA-only e f f e c t  on e l e c t r i c  

operat ions.  Furthermore, the  Company's p o s i t i o n  i s  t h a t  i t s  p resen t l y  

e f f e c t i v e  ra tes  f o r  n a t u r a l  gas are j u s t  and reasonable a f t e r  J u l y  1, 

1987. Accordingly ,  no downward adjustment would be necessary i n  South 

Dakota. 

As a r e s u l t  o f  in fo rmal  negot iat ions between Company and S t a f f ,  t h e  

two p a r t i e s  have reached a set t lement  pursuant t o  SDCL 1-26-20 i n  t h i s  

docket as s e t  f o r t h  below. 

11. 

Settlement Rates 

I t  i s  agreed t h a t  i f  the Commission approves t h i s  S t i p u l a t i o n  and 

Sett lement Agreement: 

A .  Company w i l l  f i l e  rev ised ra te  schedules designed t o  annual ly  

reduce base r a t e  revenues by $110,000 f o r  e l e c t r i c  se rv i ce .  The rev ised 

r a t e  schedules s h a l l  be e f f e c t i v e  fo r  customer b i l l i n g s  on and a f t e r  

J u l y  1, 1988. 

8 .  Company a l s o  agreed t o  refund $110,000 o f  the  revenues which 

were b i l l e d  from J u l y  1, 1987 t o  Ju l y  1, 1988. This  pe r iod  coinc ides 

w i t h  t h e  e f f e c t i v e  date o f  the TRA. This sum w i l l  be r e f l e c t e d  as b i l l  

c r e d i t s  t o  customers. The b i l l  c r e d i t s  w i l l  be ca lcu la ted  by es t imat ing  

sales f o r  J u l y ,  August and September 1988, and appor t ion ing  a per Kwh 

c r e d i t  f o r  the b u l k  o f  the refund based on Ju l y  and August sa les.  Any 

p o r t i o n  o f  the  $110,000 n o t  y e t  refunded by August 31, 1988, w i l l  be 

a l l oca ted  t o  customers based on estimated September sa les .  - -> 



- 

C .  No adjustments w i l l  be made i n  na tura l  gas r a t e s  as a  r e s u l t  o f  

the i n v e s t i g a t i o n  i n  t h i s  docket.  

D .  S t a f f  w i l l  end i t s  i n v e s t i g a t i o n  i n  Docket F - 3 6 4 7 - 6  and w i l l  

not  i n i t i a t e  f u r t h e r  proceedings i n  t h i s  mat ter .  

111. 

General Condit ions 

A. The making o f  t h i s  Sett lement Agreement es tab l i shes  no 

p r i n c i p l e s  and s h a l l  n o t  be deemed t o  fo rec lose t h e  Company, S t a f f  or 

any other  person from making any content ion i n  any proceeding or 

i nves t i ga t i on .  

B. Approval o f  t h i s  Sett lement Agreement by the Commission sha l l  

not  i n  any respect c o n s t i t u t e  a  determinat ion by the  Commission as t o  

the mer i t s  o f  any a l l e g a t i o n s  or  content ions made i n  t h i s  proceeding. 

C .  The Sett lement Agreement i s  expressly cond i t ioned upon the 

Commission's acceptance o f  a l l  the prov is ions  the reo f ,  w i thou t  change or 

cond i t i on  which i s  unacceptable t o  any pa r t y .  

D .  The d iscussions between S t a f f  and Company which produced t h i s  

Settlement Agreement have been conducted w i t h  the customary 

understanding t h a t  a l l  o f f e r s  o f  sett lement and d iscussions r e l a t i n g  

there to  are not  t o  be used i n  any manner i n  connect ion w i t h  t h i s  

proceeding or otherwise except as requi red by law. 

E. This Sett lement Agreement includes a l l  terms o f  se t t lement  and 

i s  submitted on the c o n d i t i o n  t h a t  i n  the event the Commission imposes 

any change or c o n d i t i o n  which i s  unacceptable t o  any p a r t y ,  t h i s  

sett lement s h a l l  be deemed withdrawn and s h a l l  no t  c o n s t i t u t e  any p a r t  

o f  the record i n  t h i s  proceeding or  any other  proceeding or  be used fo r  

any other  purpose. 
- 

F.  This Sett lement Agreement s h a l l  be b ind ing  upon the p a r t i e s  - 
hereto, and upon t h e i r  successors, assigns, agents and representat ives.  
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G .  I t  i s  understood t h a t  S t a f f  enters i n t o  t h i s  Set t lement  

Agreement f o r  t he  b e n e f i t  o f  the Company's e l e c t r i c  and n a t u r a l  gas 

customers which a r e  l oca ted  i n  the State o f  South Dakota. 

H. Th is  Set t lement  Agreement i s  entered i n t o  between S t a f f  and 

Company by t h e i r  r espec t i ve  agents who represent t h a t  they a re  f u l l y  

au thor ized  t o  do so on b e h a l f  o f  t h e i r  p r i n c i p a l s .  

STAFF OF THE SOUTH DAKOTA 
PUBLIC UTILITIES COMMISSION 

By: ,( 
Diane M. P a t r i b k  
S t a f f  Counsel 

MONTANA-DAKOTA UTILITIES CO. 

By: 

Dated: * 


