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FOR APPROVAL OF WAIVER OF FUEL
CLAUSE RATE 58 TO INCLUDE
ARBITRATION COSTS
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UTILITIES CO.

A Division:of MDU Resources Group, inc.

Bismarck ND 58501 A !
(701} 222-7900 February 9, 2000

Mr. William Bullard

Executive Director

South Dakota Public Utilities
Commission

State Capitol Building

500 East Capitol

Pierre, SD 57501-5070

Re: Waiver of FCA Rate 68
Docket No. ELGD-

Montana-Dakota Utilities Co. (Montana-Dakota}, & Division of MDU Resources.
Inc., herewith seeks Commission approval of 3 waiver of Fuel Clause
waiver is requested to allow the pass-through, in: the fuel cost & iastmer
arbitration costs that have resulted in savings to retail customers. The araie
relate to the recently completed Coyote coal contract arbitration betwess
Coyote Station owners and Knife River Coal Mining Company (Knife Rivsir)

An arbitration decision between Knife River and the other Uree swuners of the Coye
Station was confirmed by the North Dakota South Centrat District Court

2000, Although Montana-Dakota was not a party to the arbitration T
retail electric customers will receive the same benefit as if Martan b ha
party to the arbitration. Knife River, ini accordance with the arbitration decision,
remit the proper dollar amounts to Montana-Dakota foe pass-thraugh to Monta
Dakota’s retail customers.

Montana-Dakota has paid approximately $412,000 in aritration eosts related to s et
operations to date. These costs were billed by the Coyate operator lor Montana-
Dakota’s 25% ownership of the Coyote Station. Montana-Dakots beleves

net the incurred costs of the arbitration against the savings ir: fuel costs pe
arbitration. Absent the costly arbitration proceeding, such savings wouia fiot !

materialized, i.e., there is a direct cause and effect. Granting this waivers s
to recover the arbitration costs through the FCA will be in the public inte
customers are directly benefited by the pass-through of & net banefit of $2.74
the ongoing coal price reduction described below. Montana-Oakota and s )
shareholders' interests are upheld through the ability to recover the incurred costs o
obtaining the benefits for retail customers. Absent the inclusion of arbitration &

the FCA process, Montana-Dakota and its shareholders would be unfauly pana
and retail electric customers would receive a benefit while escaping the incurred ¢
providing that benefit. o




NIANE-DAKOTA UTILTES CO.

The total net benefit applicable to Montana-Dakota ST

retall cu.s._gme,r.s is $185 000

In-addition:to the immediate benefit descnbedzsabove
the price reduction dictated by the ar| n: n
provide future fuel cost savings-to retail custo el
Coyote-agreement. This represents anet present value
remaining-life of the Coyote coal agreement.

Please refer all inquiries regarding this filing to:

Mr. Donald R. Ball

Director of Regulatory Affairs
Montana-Dakota Utilities Co.
400 North Fourth Street
Bismarck, ND 58501

Also, please send copies of all written inquiries, correspondence and pleadings to!

Mr. Douglas W. Schuiz
Senior Attorney
Montana-Dakota Utilities Co.
400 North Fourth Street
Bismarck, ND 58501

The original and ten (10) copies of this Letter of Transmittal has k
South Dakota Public Utilities Commission in accordance with ARS

Montana-Dakota respectfully requests that this filing be accepted as being
compliance with the filing requirements of this Commission.



NTANA-DAKOTA UTILITIES CO.

Please acknowledge receipt by stamping or initialing the-di
attached hereto and returning the same in the enclosed se
envelope. .

HAFL: [hi
Donald R. Bait N
Director of Regulatory Affairs.

Sincerely,

Attachments
cc, D. Ball
D. Schulz




Montana-Dakota Utilities Co.
Net Benefit Amounts $(000}

DESCRIPTION

Coyote Station
Heskett Station

Total

Arbitration Costs-Retail Porlion

Total Net Benefit to-Retail Customers 82




South Dakota Public Utilities Commission
WEEKLY FILINGS
For the Period of February 10, 2000 through February 16, 2060

If you need a complete copy of a filing faxed, overnight exprassed, or migiled to you, plesss
Delaine Kolbo within five business days of this filing.
Phone: 605-773-3705 Fax: 605-773-380G¢

CONSUMER COMPLAINTS

CTQ0-036  In the Matter of the Complaint filed by Fred Prahl on behal
inc., DeSmet, South Dakota, against inacom Communica
WEST Communications, Inc. Regarding Unauthorized Swit
Services. |

On February 10, 2000, the Commission received a complaint regarding ung
sw:tchmg of aervuce agamst lnaccm Corp and U S WEST W‘ "daw

WEST Centrex 21 systpm on December 2 1 ggg The campiam tin "&
their sugnature to’ verufy that US West was the phcsne carrier for W ws, Inc:

mpiaire
pracmce ended by taking away the licenses of the cmmpam&s m&mpms&nﬁm@ het
this manner and to prosecute persons representing these comparies *

Staff Analyst: Heather Forney
Staff Attorney: Karen Cremer
Date Docketed: 02/10/00
intervention Date: NA

CT00-037  In the Matter of the Complaint filed by Cheryl Piucker, Chanceiic
Dakota, against MCI WorldCom Regarding Unautharized Switching
Services.

On February 11, 2000, the Commission received a complaint from Chery Plucke
South Dakota, against MCI regarding unauthorized switching of services. The e
alleges that her long distance provider was switched to MCI without her aulherizatias:

Staff Analyst. Keith Senger
Staff Attorney: Karen Cremer
Date Docketed: 02/14/2000
Intervention Date: N/A

. Inthe Matter of the Filing by Montana-Dakota Utilities Co. for Approv:
Waiver of Fuel Clause Rate 58 to Include Arbitration Costs.

Montana-Dakota Utilities Co., a Division of MDU Resources Group, Inc., petitions
Dakota Public Utilities Commission for a waiver of Fuel Clause Rate 58 The waive

I



Vthie fuel-cost adjustmerit, of arbitratio

estern Public Service to-revise customer bill text
‘on:bills of the change and request for waiverop3J

iiﬁiewantzon leadhne NA

| ”NGOO-OM in the-Matter of the Application:.of South Dakota Intrastate !
Company to-Recover Additional'Costs. |

ebruary 15, 2000, the Public Utilities Commission received a petition
] tate: fipehne Company (SDIPC) seeking an amendment toits rate
{i rease inits transportation charged to its only customer, ‘Mon‘ 14

Campahy SDIPC proposes to-make

Slaff Analyst: Heather Forney
ttorney: Karen Cremer
Date Docketed: -02/15/00
intervention Date: 03/03/00




TC00:012 In the Matter of the Filing by U S WEST Communications, Inc. for Apg
of Revisions to its Exchange and Network Services Tariff. '

On February 10, 2000, U S WEST Communications, Inc. (U § WEST) filed an applic
approval of revisions to its exchange and network services tariff. The purpose of
to clarify the meaning of a fully assisted operator call and a partially assisted operaty
Rates will not be increased by this filing.

Staff Analyst: Heather Forney
Staff Attorney: Camron Hoseck
Date Docketed: 02/10/00
Intervention Date: 03/03/00

TC00-013  In the Matter of the Application of Adelphia Business Solutions
Inc. for a Certificate of Authority to Provide Local Exchange Sen
South Dakota.

Adelphia Business Solutions Operations, Inc. is seeking a Certificate of Authority le
resold and facilities-based local exchange telecommunication services in Seu
Adelphia does not intend to provide service in the territories of rural telecommunicat
companies.

Staff Analyst: Keith Senger
Staff Attorney: Camron Hoseck
Date Docketed: 02/10/00
intervention Date: 03/3/00

TC00-014  In the Matter of the Application of Comm'South Companies; inc.
Certificate of Authority to Provide Local Exchange Servicesin So
Dakota. -

Comm South Companies, Inc. seeks to provide resold basic local exchange o
telecommunication services in areas of South Dakota currently served by U'S:
Communications and any other relevant incumbent facilities-based LEC or
local exchange carrier, excluding service areas of rural telephone compan
the applicant’s customers are residential consumers whio are unable to-abta
telecommunication services from other local exchange carriers due to credit
disconnection. Services will include local calling, access to 911 emergency
services to residential customers on a prepaid basis. Applicant does not pet
of its local service to access usage-based services, such as direct-dial fong g
collect calls, operator-assisted calls and third-number billed calls.

Staff Analyst: Keith Senger
Staff Attorney: Camron Hoseck
Date Docketed: 02/106/00
intervention Date: 03/03/00



for a Certificate of Authority to Provide Telecommunications Services i :
South Dakota. -

Communieations Services, Inc. (Shared) seeks a Certificate of Autharity 1| tivide

xeh,a,nge»teifec;ommunications services. Shared intends to offer intert A’
switched message toll service, 800, calling card, directory assistance and opeeator
services throughout South Dakota. ,

Staff Analyst: Heather Forney
Staff Altorney: Camron Hoseck
Date Docketed: 02/14/00
Intervention Date: 03/03/00

TC00-016  In the Matter of the Application of TeleDistance, Inc. for a Certificatoof
Authority to Provide Telecommunications Services in South Dakats.

Qwest Communications Corporation, LC! International Telecom Corp., Phoenix Netw
and TeleDistance, Inc., all wholly-owned, indirect subsidiaries of Qwest Communica
irternational Inc.(the "Parties”) filed a request for a Certificate of Authority for Tele
inc. to provide resold and facilities-based interexchange telecommunications seev
throughout South Dakota. TeleDistance, Inc. intends to offer retail and wholesz
interLATA (and in certain instances intraLATA) long distance services (including d
1+ service and toll free service), retail and wholesale private line services, framé
transmission services, prepaid calling card services and operator services. The
request that the Commission grant a waiver of Administrative Rules of South Dakota Gh
20:10:34:02.01, governing unauthorized changes in carriers.

Staff Analyst: Michele Farris
Staff Attorney: Camron Hoseck
Date Docketed: 02/14/00
intervention Date: 03/03/00

TCOH0-017  In the Matter of the Application of Pathnet, Inc, for a Certificate of Autho#
to Provide Local Exchange Services in South Dakota,

Pathnet, Inc. is seeking a Certificate of Authority to provide resold and facilities-based local
exchange telecommunication services in South Dakota. Pathnet intends to provide f
point private line and data services. They do not plan to provide basic local dial tone gerices
to end-users.

Staff Analyst: Keith Senger
Staff Attorney: Camron Hoseck
Date Docketed: 02/15/00
intervention Date: 03/3/00



TC00-018 In the Matter of the Ap pllcatlon o
' to Provide Telecomj‘,,___ icatio

" 3 IS seekmg a Cerm" cate f3



State-Capitol Building, 500 East Capitol Avenue, Pierre, South Dikots &

April 24, 2000

NiIr. Todd J. Guerrero
Associate Geperal Counset
Otter Tail Power Company
Fergus Falls, MN 56538-0496

Mr. Alan D. Dietrich
Vice President - Legal Administration
NorthWestern Public Service

125 S. Dakota Avenue, Suite 1100
Sioux Falls, SD 57104-6403

Re: Dockets EL00-002, ELO0-003, ELOC-00S
Fue! Adjustment Clause, Coyote Coal Arbitration

i isoof.sv'f 'm's'

, Gentlemen:
Anternier Website
‘wwwistatesdms/poc/ ) e T
¢ As a follow-up to our phone conversation of last week, tra
»éim..nura‘ Stipulation to Consolidate Dockets. e
hairman
I‘nm Nelson
Lo s«.-n:m:fder Please note that a hearlng tzme of Monday Mayf}’!ﬁ} -

Commissioner

William Bullard Jr,
Exeeuvive Director

Harlan Best If the Stipulation is drawn to your satisfaction, send'me an
Mm?;cégschnmmn page with your signature on it. Fwill thers atfach all sigr
YU CAEhos
Karen B, Cremer to be filed and provide a complete copy to you.
Terry Emerson
Sichele M. Famris
Narkene Fischbach Thank you.
Hemher K. Fomey
Shirleen Fugin
Mary Giddings Very truly yours,
Lawis Hammond
Lani Healy
Mary Healy
Camron Hoseck
Lisa Hilt
Da.vc%ambson Camron Hoseck
Jennifer Kirk
S’XQ‘&S{: Staff Attorney
Delainz Kolbo
Charlene Lund
Oregory A. Rislov CH:dk
Keith Senger
Redayne Aills Wiest Enc.
&



M A-DAKOTA UTILITIES CO. FOR
APPROVAL OF WAIVER OF ‘FL

NORTHWESTERN PUBLIC SI
APPROVAL OF PLAN TO
ADJUSTMENT  CLAUSE 1 CREDI
CUSTOMERS FOR ARBITRATION ‘AWARD
- LESS COSTS

The Staff of the South Dakota Public Utilities Comimi
companies captioned on this document stipulate thal
consolidated inasmuch as there are common questions of law-and fact. -

By stipulating to this consolidation, it is understood
consolidation is for the purpose of a hearing and no glectric ati
to this consolidation, shall forfeit any rights it may have to pr
cross-examine witnesses, present arguments and authority uriqueto s case
act on its own behalf. e

Dated this day of April, 2000,

Todd J. Guerrerc
Associate General Counsel
Otter Tail Power Company

Dou'glas W. Schulz
Senior Attorney ‘
Montana-Dakota Utilities Ca.



Alan D. Dietrich v
Vice President - Legal Administration
NorthWestern Public Service )

Camron Hoseck
Staff Attorney
South Dakata Public Utilitiss Com




State Capitol Building, 500 East Capitol Avenue, Pierre, South Dakots

April 27, 2000

Mr. Todd J. Guerrero Mr. DouglasW. St

Associate General Counsel Senior Atte
Otter Tail Power Company Montana
P. O. Box 496 400 North'F
Fergus Falls, MN 58538-0496 Bismarck, N

i)
D 58!

Mr. Alan D. Dietrich

Vice President - Legal Administration
NarthWestern Public Service

125 S. Dakota Avenue, Suite 1100
Sioux Falls, SD 57104-6403

Re: Dockets ELOO-00: (
oyote Coal Arbitration

Fuel Adjustment Clause, C
Gentlemen:

Enclosed for your files you will eachfind a copy of the Stiputat
Dockets with reference to the above captioned matter, "

Wiliam Bullard Ir.
xeputive Direcior Very truly yours,

Yaren £
h:}f;’mf&;f:ﬁggﬂw Camron Hoseck
DL Vi PRITIS
Aariste Fischibach Staff Attorney
Heather K. Forney

ShirleenFugitt

‘Mary Giddings CH:dk

e Enc.

Jennifer Kirk
Hob Knadie
Delaing Kolbo
Charlens Lund
Gregory A Rislov
Keith Senger
Folayne Ay Wiest
6.



IN THE MATTER OF THE PETITION OF OTTER
TAIL POWER COMPANY FOR APPROVAL OF
A DEPARTURE FROM ITS FUEL CLAUSE

y

FILING

NTANA-DAKOTA

WAL OF -

IN THE MATTER OF THE P

- The Staff of the South Dakota Public Utilities-¢
companies captioned on this document stip :

consolidated inasmuch as there are common questions-of I

By stipulating to this consolidation, it is u
consolidation is for the purpose of a dr
to this consolidation, shall forfsitany r ‘ may.
Cross-examine witnesses, present argumants:a
act on its own behalf.

Dated this Qﬁf% day of April, 2000.

ToddJ. Guerere
Associate General Counsal
Otter Tail Power Company

Douglas W. Séhulz. -
Senior Attorney
Montana-Dakota Utilitias Co.




‘ABJUSTMENT CLAUSE © CREDIT
CUSTOMERS FOR ARBITRATION AWARD
LESS COSTS

The Staff of the Seuth Dakota Public Utilities. Comir
companies captioned on this document stipulate
consolidated inasmuch as there are common questions of law

By stipulating to this consolidation, it is undé"*t” d @
consolidation is for the purpose of & hearmg and no-elet Litiity
to this consolidation, shall forfeit any rights it may ha
cross-examine witnesses, present arguments and:author
act on its own behalf,

Dated this _25 ﬂl/day of April, 2000.

Todd J. Guerera
Associate General Counsel
Otter Tail Power Company

Senior A*tamey _
Montana-Dakota Utilities Ce.



24/00 MON 15:41 PAX 605 773 3808

StaffAttomey
South'Dakota Public Utilitiss




BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF SOUTH DAKOTA
N THE MATTER OF THE PETITION OF OTTER O or AR
TAIL POWER COMPANY FOR APPROVAL OF

(8

IN THE MATTER OF THE FILING BY
MONTANA-DAKOTA UTILITIES CO. FOR
APPROVAL OF WAIVER OF FUEL CLAUSE
RATE 58 TO INCLUDE ARBITRATION COSTS

IN THE MATTER OF THE PETITION OF )
NORTHWESTERN PUBLIC SERVICE FOR )
APPROVAL OF PLAN TO UTILIZE ITS ) £L00-009 -
ADJUSTMENT CLAUSE TO CREDIT ) '
CUSTOMERS FOR ARBITRATION AWARD )
LESS COS8TS }

On January 27, 2000, the Public Utilities Commission (Commission) received
Otter Tail Power Company (Otter Tail) for permission to depart from the spec
Adjustment Clause to allow the pass-through of litigation expenises that Lt
savings. An intervention deadiine of February 18, 2000, was set by the Comur
to intervene were filed.

On February 10, 2000, the Commission received-a-pelition from Mantar
(MDU) for approval of a waiver of Fuel Clause Rate 58. The petition stat
requested to allow the pass-through, in the fuel cost adjusiment (FCA), of arb
resulted in savings to retail customers.” An intervention deadiine of March 8, 2000,
Commission. No petitions to intervene were filed. .

On March 20, 2000, the Commission received @ petition from NerthWes
(NWPS) for approval of its proposed plan to credit $682,896.65 (o its Sou
customers. The credit is due to an arbitration proceeding involving & ligr
petition stated that the "plan wouid utilize its adjustment clause o credi
customers (all of whom it serves in South Dakota) the retail portion:of the:
and interest, less its costs related to its efforts in receiving not only the dams
ongoing coal price reduction and other favorable Coal Agreement pro
intervention deadline of April 7, 2000, was set by the Commissior. No pelitions:
filed.

On April 27, 2000, the Commission received a Stiputation to Consali
stipulation stated that Otter Tail, MDU, NWPS, and Commission Staff had agreed o
dockets due to common questions of law and fact.



The Commission has jurisdiction in this matter pursuant to SDCL Chapters '
specifically 49-34A-2, 49-34A-3, 40-34A-4, 49-34A-6, 49-34A-8, 48-34A-10, iﬁu
49-34A-19.2, 49-34A-25, 49-34A-26, and 49-34A-27.

The Commission approves the consolidation of the dockets. A heating ¢!
15, 2000, beginning at 10:00 o'clock A.M., CDT, in Room 412, State Capitot
Pierre, South Dakota. All persons testlfymg will be subject to crogs-exsmis

The issue at the hearing is whether the Compmission shall approve, iy whol
petitions filed by Otter Tail, NWPS, and MDU.

The hearing shall be an adversery proceeding conducted pursuant g
All parties have the right to be present and to be represented by an attorriey. The
due process rights shall be forfeited if not exercised at the hearitig.
to appear at the time and place set for the hearing, the Final Degision
testimony and evidence provided, if any, during the hearingof &
defaull pursuant to SDCL 1-26-20. After the-hearing, the Compmissi
testimony that was presented at the hearing. The Coi s Sion
Conclusions of Law, and a Final Decision regarﬁmg this matter,
Commission shall determine whether to approve, in whole of in &
NWPS, and MDU. The Commission's Final Decision may be appadiad by
Gireuit Court and the state Supreme Court as provided by law. ltis th@?@fm‘&

ORDERED, that consolidatiors of the above listed dockets for purposes o
granted; and it is

FURTHER ORDERED, that a consolidated heating shall be held
specified above on the issue of whether the Commission shail approve. inwhdle
petitions filed by Otter Tail, NWPS, and MDU.

Pursuant to the Americans with Disabilities Act; this hogining is bein
accessible location. Please contact the Public Utilities Commission at 180
hours prior to the hearing if you have special needs s arrangements can ke t'em ,
you,

Dated at Pierre, South Dakota, this £/ ﬁé day of May, 2000,

CERTIFICATE OF SERVICE BY ORE}ER QF THE Q R AR
The undersigned hereby certifies that this |t
document has been served today upon all parties of
record in this docket, as listed on the docket service
list, by facsimile or by first class mail, in properly

addressed envelopes, with ch/a;(%jpaid thereory,
By ﬂ%

v Date; 5//‘7// ﬂd

(OFFICIAL SEAL)




THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DARKOTA

IN THE MATTER OF THE PETITION OF OYTER
TAIL POWER COMPANY FOR APPROVAL OF

A DEPARTURE FROM ITS FUEL CLAUSE AUJUSTMENT

IN THE MATTER OF THE FILING BY
MONTANA-DAKOTA UTILITIES CO. FOR
APPROVAL OF WAIVER OF FUEL CLAUSE
RATE 58 TO INCLUDE ARBITRATION cOsTs

IN THE MATTER OF THE PETITION QF
NORTHWESTERN PUBLIC SERVICE FOR
APPROVAL OF PLAN TO UTILIZE ITS
ADJUSTMENT CLAUSE TO CREDIT
CUSTOMERS FOR ARBITRATION AWARD
LESS COSTS

Transcript of Proceedings
May 15, 2000

P S — -

BEFORE THE PUBLIC UTILITIES COMMISSION,
JIM BURG, CHAIRMAN
PAM NELSON, VICE CHAIR
LASKA SCHOENFELDER, COMMISSIONER

COMMISSION STAFF
Rolayne Ailts Wiest
Greg Rislov
William Bullard Jr.
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Reported By Cheri McComsey wittler, RPR
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PRECISION REPORTING, LTD.

105 S. Euclid Ave., Suite E, Pierre, 8p °

(605)

945-0573




CHAIRMAN BURG: Good motr
begin the hearing for Docket ELO0=002Z, EL
and EL00-009 In The Matter Of The Petitis

Otter Tail Power Company For Approval of

Departure From Its Fuel Clause Adjustme
Matter Of The Montana-Dakota Utilitiss &
Approval Of Waiver Of Fuel Clause Rﬁﬁ&éf,_
Arbitration Costs, and In The Matter of 1
Petition Of Northwestern Public Service Fo.

Approval Of Plan To Utilize Its Adjustment

To Credit Customers For Arbitration Awat
Costs.

The time is approximately 10:00 &am»;
is May 15, 2,000, and the location of th
is Room 412, State Capitol, Pierre, South 1
I am Jim Burg, Commission Chairman. Comn
Laska Schoenfelder ana Pam Nelson are alge
present. I am presiding over the h&ﬂ%iﬁ@gb

This hearing was noticed pursuant &g
Commission’s Order for and Notice of Hearing
May 4, 2000. The issue at this hearing ie-
the Commission shall approve in whdlé.mr‘ga
Petitions filed by Otter Tail, Ncrthweg&éﬁﬁ
Service, and MDU.

All parties have the right to be present

PRECISION REPORTING, LTD.
105 5. Euclid Ave., Suite E, Pierre, &b
(605) 945-0573




10
11
1.2
13
14
15
16
17
18
19
20
21
22
23

24

MR. GERDES: I'm Da
May, Adam, Gerdes & Thompgon, P
appearing as counsel for Montans-f

Company .

MS. AILTS WIEST

MR. HOSECK: Camro
of Commission staff. |
we get started? Any partiesg w
opening statementa?

MR. GUERRERO: We're

morning to seek récovery of euyp

arbitration costs invelved w
Big Stone Power Plant 1i
with the Knife‘Rﬁvérrﬁﬁamu@@&ﬁaﬁgg_jyi

The basis of our requs

Otter Tail filed with the Commisel

January 26 of 2000. Otter Tail
witnesses for the Commiggir
morning.

The first is Mr. Dennis Bowna

a manager in our power producticn

Mr. Bowman was involved in the un

The second witness that Otrep !

Ms. Bernadeen Brutlag. Ms. Brutia

PRECISION REP
105 §. Euclid Ave., Sui
(605) 94




12
13
14
15
16
17

18

20
21
22
23
24

25

20 P 0o

MS. AILTS WIEST: ©
do you have anything?

MR. HOSECK: No ope

MS. RILTS WIEST: pe
what I was anticipating is that Ot

present its witnesses, NWES sould |

witnesses, MDY would.pfﬁg&ﬁ&,iﬁ
staff would follow up.

Would that be correct, Mtg'ﬁﬁgé'

want staff to come after eachs

MR. HOSECK: No.

MS. AILTS WIE

ST We

started. Mr. Guerrers, yeu CEn &

witnesses.

Mr. Dennis Bowman to the stand, pl

DENNIS BOWMAN,

called as a witness, being first duly ew

cause, testified under oath as followa:

BY MR. GUERRERO:

Would you state your name and spell it, ple
Dennis Bowman, B-O-W-M-A-N.
Please tell the Commission where YOu wog

I work for Otter Tail Power Company in Fe




[ 2]

10
11

12

21
22
23
24

25

auditing, accounting, traﬁsp@rﬁati@n,=ﬁ§
Could you give us a little bit of your é&ﬂﬁ;v,w
background, please.
T have a B.A. in accounting, and Trm alge a ¢
management accountant .
My . Bowman, are you familiar with the fyets 4
the dispute between the Big gtone partners a
Knife River Company?

Yes, 1 am.

Please describe the Coyote power Plank.

The Coyote Plant is a sister plant to the en

Big Stome City. IE's about the game Sig€.
difference primarily is the Coyote Plant

plant in North Dakota located adi

acent to

Knife River mine. It essen 11y mal

the plant or the life of the plant bed:
location.

MR. GUERRERO: Courige

off the record for just a second;

MS. ATLTS WIEST:

(Discussion off the rec

MR. GUERRERO: If L@

105 S. Euclid Ave., Suite E,

F o AR Y e T




{53

10

11

13
14
15
1s
17
18
19
20
21
22

23

0
i

dispute with the partners and “he

Company?
When the contract was sigried an a&fenﬁu
the same time which essentidlly required

Pricing mechanism within the co

prices that were comparable to g
at similar timeframes. It's the »
pPricing procedurss ebmgﬁrédfﬁﬁ'éﬁ&‘ﬁﬁﬁﬁaf”
that became an issﬁeg

So there’s a provision in the 5da )t

paraphrase, Mr. Bowman, a provision of the

against similar'priciﬁg'ﬁﬁr similar w
That's correct .
And the purpose of that Gﬁ@@&»&gﬁﬁﬁﬁ%&ﬁﬁ;fu

It was a check on the actual pricing mechs

in the industry.
Tell us a little bit about the &ﬁh&ﬁﬁ&ﬁ%@%g&_
itself. How did that begin?

The companies had been meeting for several

number of meetings attempting to negotiat
There was very limited progress on that .,
suit was filed in North Dakota court. The Cou

was to take it to arbitration firee .,

PRECISION RVPQET @,
105 8. Euclig Ave » Suite B, pi




10

11

12

13

14

15

16

17

18

18

20

21

22

23

24

25

through discovery. It wasg cer
process.

Do you know how to spell Donelan, Cleary?
D-O-N-E-L-A-N, C-L-B-A-R-¥.

You mentioned, Mr. Bowmar, that the sy
did ultimately make a decisgion in this pr
describe that decision?
The initial decision in Mareh of *9% &
from the first guarter of == %ﬁﬁmztjd‘w,,,’
'96 through the decision, estabiished ews

o

that time frame. The final pyr
of the filings, was $16.20, approsxi
the price we were charged at that &

The Order alse reguested that &

modify the pricing procedurs within the o

something that would result in

also a profit limitation sectien irn the oo

that was also requested téa be wodifi

modified. It went back to
essentially accepted Knife Rivsvey

modification and accepted the profit 1
recommendations of the plant awness.

Thank you. One of the guestis

%

e that the pa
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you stated that the consolidation was for &}
purposes of the hearing oniy.

I guess my question to ths partiss i

witness has just gone through seme of &

background material arid g0 I'm Just gy

For example, can the testimony
be used in decisions regarding NWEE s

all the witnesses going to sepas

Northwestern, we have:nﬁ,ﬁfﬁﬁ£$Mpﬁ§£ﬁ§fﬁ
testimony from Mr. Bowman &QvQWiﬁéﬁﬁé 
ELO0-009. In fact, iﬁ‘MQY~§E&ﬁ&%ﬁf§ﬁ@ s
that we provide rather than repest the g
pProcedural background. |

MS. AILTS WIEeT- ‘Would
to any of the witnesséﬁlar'jwﬁﬁ‘ﬂf}zﬁék
testimony?

MR. DIETRICH: Certainis
witnesses presenting evidence here.

MS. AILTS WIEST: Mr. Ge

St s

MR. GERDES: I would sgres

PRECISION REPORTING, LTG.
105 8. Euclid ave., Suite E, Piercve, sp
(605) 945-05%3
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questions, Mr. Bowman.

BY MR. HOSECK:

How many partners are there in the Coyote
Four partners.
How many participated in the arbitraticns
Three.

Who did not partiaipate.in:ﬁﬁé<&ﬁ,

Montana-Dakota Utilities did not te
the arbitration casge.

MR. HOSECK:

MR.vkiSﬁﬁﬁti Mes He
referred to that contract as &
contract. Did you mean & life of

THE WITNESS: E@ai,x_ﬁ

MR. RISLOV: Thank W

MS. AILTS WIEST: I had
about the Petition. You gtated cthat y@.
asking our jurisdictions for similar tre
if the decision is inconsistent, tﬁ@%ﬁb
allocate costs would be an g2 snergy

1998, cost of service, and I'm paraphra:

PRECISION REPOR NQ
105 S. Euclid Ave. , Suite B
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was with respect te the sehi
the arbitrator itself sllcests the &

litigation to the partiss invoiv

the arbitratidnz?ﬁﬁﬁi-ﬁ&ﬁ%ﬁ*éﬁ?ﬁ
fees and expert witnessegs

THE WITN

ESE That's ¢
MS. ALLTS wiger:

Kot
those costs comman costs, the thres
mentioned?

THE WITNESS: Certain
them. There were othey &Qﬁﬁ%ﬁﬁﬁ'ﬁ@;@f:r
Otter Tail had that were considersd ;

€xpenses. And I can‘t speak b ok

"PRECISION REBGRSTLL™
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MS. AILTS WIEST: &

understand the point. 1w Just

this out procedurally. &and if thie
out that we camn't use ot}

then, I mean, the solutiofi w

your witness to go through &

side.

think that's cured.

cross-examination -« and the

would like to agk. But if weg

should be entitled o Crogg-ex

way. Not being an attorney, it &g

theirs could be examinatien, nbt €

because they’re taking thew &8 & Wi

was his point, that he wag
witness. _

MR. GUERRERO: @ﬁﬁﬁﬁi
objection.

MS. ALLTS WIEST: £ ¢
be up to Ottexr Tail, it yeou had any
other parties asking questions of y¢

though they’re not technically pa

PRECISION REP
105 8. Euclid Ave., &
{a05)
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the pricing procedure for Otte
$750, 000 a vear.
Why is it an estimate?
We're not calculating what the &
given us. Also the old proce:
granted by the coal supplier,
Is it also true that you don’t krvw how
use?
That’s correct.

MR. GUERBERG:

ME. ArLTE Wi

questions of this witnegas
CHAIRMAN BURG:
You indicated that the A ensor sae
change in how it’e caleulated {n the |
that correct?
THE WITNESS: That'sg e
CHATRMAN

the fact that we got into thie preblem
may not have been adequately -« ig iz
definitive, or just what was thaty
recommendationg?

THE WITNESS:

?ggézgiéﬁAgé;mbmw~a'
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THE WITNESS: During |

procedure what each parﬁy‘@@ﬁﬁiéazgﬁ’@
prices were forwarded, and the panel &
comparable prices. They did nee &
prices on a go-forward basis.
They ordered the chany
procedures so at least at nks Ef
were on a comparable basis. Wie
of those pricing ?ﬁﬁ@éﬁﬁﬁéﬁw?gﬁmﬁ'
result in comparable, we’ 11 lears ¢

future.
MS. AILTS wrier:

pPricing proecedures (=58

MS. AILTS WIEST:

were pricing procedures in the &y

than the prices would just be compar
were actually procedures in tlace in &

THE WITNESS:

was signed that brought f{m the compa
MS. AILTS WIEST: Bue

pProcedures were still in place, and o

PRECISION RBE
105 8. Euclid Ave ., @

{605}
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in the future that's $1U.Z0%

renegotiate, then we’ll have Lo gsg
action is taken from there.

COMMISSTONER NELS

hoping you’ll just be able to neg

flexible number?

THE WITNESS: That's ¢l

MR. RISLOV: IE I coul ‘
the 42 and 30 representesd multipliess:
correct?

THE WITNESS: That's ¢
are multipliers applied to cover cos »
identified, to cover profit. |

MR. RISLOV: &¢ ig vf
this multipliexr?

THE WITNESS: It'e €
component multiplisr.

MR. RISLOV: &And ﬁﬁ&aﬁﬁ
price component multiplier, I aseuwms,
of overhead, or it is desigried to achi
of overhead coverage; is that ﬁﬁﬁfﬁﬁﬁ?

THE WITNESS: That's

MR. RISLOV: Thatk yéi.
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Please briefly state yonrfé&ﬁﬁéﬁiéﬁﬁﬁi@ﬁ
background.

i hold a bachelor’s degree in aocount ing £
Moorhead State University, and I am a €
accountant in Minnesota.
Ms. Brutlag, are yoa,familiaf'w&ﬁﬁzﬁﬁéwim
this dispute?
Yes, 1 am.

Okay. Ms. Brutlag, I want v ask you

questions about the fuel adjustment ¢
the record. Are you ﬁamiliar‘wiﬁhzﬁﬁ%%@
Company Fuel Adjustment Clause?
Yes, 1 am.
Could you explain briéfiy'E§Wiﬁﬁﬁﬁ‘ﬁﬁﬁ%§§” j
Briefly, fuel clause adjustments were plst
that fuel and purchase powezr, w%&ﬁhuiﬁ-k
largest single expense ~- go that %ﬁﬁﬁﬁ-
expense can be passed through té custone
having to go in to change base rates.
Basically, what we do is compa
period of time the total of purchage powe
that's used for serving our retail @ﬁ@ﬁ@mr
calculate that and compare it with ﬁﬁﬁ'ﬁﬁ
our base rates in our last rate case.

The difference either plus or mir

PRECTSION RSPORTING,
105 §. Euclid Ave., Suite E,
(€05) 94%-0873
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filing and then we amended that filiﬁQJuy
adjustments that came to light and this i
those items.
Okay. Who prepared this document?
I did.
Was it prepared by you in the reguiar ¢
employmernt ? |
Yes, 1t was.
And is this a document that is similar
documents that are already part of this
Yes, it is.
MR. GUERRERG: I wil
Otter Tail Exhibit 1.
MS. ﬁﬁB"SﬁWIﬁﬁﬁr* ﬁ@
for the Commissiocnerg?’ -
MR. GUERRERO: ~Yes.
out a copy to all parties.
MS. AILTS WIEST: k ’
any objection?
MR. HOSECK: No obi
MS. AILTS WIEST: If.n
admitted.
Ms. Brutlag, I was wondering if you could
through this Exhibit 1 very brisfly ﬁaﬁfﬁé

the Commissiocners.

- o~ Y E o U P A, SR .
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of the output from the plant during that
gsold into the power pool. They:WE$enft:5
customers.

So we then determined that 1
89 percent that had to do with serving
So in all cases we adjusaedibo&h~thé*a§
and the arbitration award to reflect EH&Q?
line 9 what you see there*isvtﬁe’afb&ﬁréﬁib”
$2.576 million. The arbitraticn costs W
for a net award of $1,692,170.

And of that then I ﬁidﬁhav&.afﬁﬁé
to show an estimated portion of that award tF
to each state. 2And you can see tliere ﬁhﬁﬁ}@
is about 7 percent.

Explain that footnote 3 just a little Eﬁtgﬁ@
could, in terms of,alloeat&answanﬁﬂh@inﬁ;,
allocates for the purposes of three jurisdic
Okay. We develop allocation fa&ﬁdrﬁlaﬁé@ 
demand, energy, and customer count. What
on is actually 1998 allocation fééﬁﬁré”ﬁﬁﬁ,é
energy factors -- there are actually ﬁw&ﬂéﬁé_
factors -- but one of the energy‘ﬁaQEGﬁSﬂwhi
use to allocate fuel in our cost of seﬁvﬁﬁéy”
is related to fuel. These amounts were fé&

change slightly each year.

PRECISION REPORTING, LTD.
105 S. Euclid Ave., Suite E, Piex
(605) 945-0573
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coal during this period of time. -Aﬂﬁyvf
is a cost of fuel and would be requiﬁéﬁ
through the fuel clause aside from &ﬂy‘ﬁ¥ 
Commission.
So the net award actually acts as a credib L
payers; coxrrect?

It will be a credit to rate Pa¥€T$}4¥§$;f°ffyi
Mé. Brutlagp«earlier-yeu'had heard ﬁ“,}
Mr.’Bowmanvregarding>theﬁ$750{Gﬂﬁ*réﬁﬁa
Yes. |
Explain how that amount will aﬁﬁ&qt‘ﬁaﬁaﬁ'
That amount is already affecting rate pa

to the extent that our monthaby»maﬁﬁﬁ»éﬁ$ﬁ v

the Coyote Plant is lower tharn it Wa%*ﬁéﬁﬁﬁ“:
effort. It results in a larger credit to &t

every month.

our fuel clause has been negative e
our last rate case in the mid + 80 . zm~§g?§
the customers every month on their bill, an
means it will be a larger credit. That i &
raking effect today.

MR. GUERRERO: I don't hav

further questions. Thank you.

MS. AILTS WIEST: Mr. Die

MR. DIETRICH: No questioms.

PRECISION REPORTING, LID.
105 5. Euclid Ave., Suite B, Pierre, 8D %
(605) 945-0573 : 
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What we end up doing as a prac
we put the total dollar amount of w
South Dakota would allow as a cré
costs and as a double-check once
through we take a look at ﬁhéAﬁbi'J
actually goes to South Daketa cust
should be this 7 percent factor.

and I have done some-qa&culé
it does work.

MS. AILTS WIEST: A&An

Petition in one of your foothotes
stated that you intended to wait -

orders from each of the Ju

any disposition of'the.award; Has
changed? |
THE WITNESS: 1W€:Wé ;’

do that but Minmesota has already :
North Dakota has had their informal
will not actually have it on,bheir-;
until May 26. But we have a prett
of what it would be.
The reason we said that primaril
if we use that allocation factor, we
all states being -- you know, so we'd’

all the customers would be whole on ©h

i iy e —
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would recognize us as an

same. So we will be able to»da'itAi
Tt really doesn't affect -- the oth

don't have anweffectkgn‘thia.

rule? Can you explain that
the majority of the;ch£Sjw&r§
tﬁey attemptedrtovdofwas-déﬁ.%miﬁew
amount of attorneys fees w€ haag£ﬁT3

when we had our last %ate~6&sef

And they made an adjus

disallow some costs; 18t

MS,,ATE$S'WTESﬁ&
be associated purely with in-house
THE WITNESS: They
which costs they were disallowing. T
more as a percentage, as a ratio.
MS. AILTS WIEST: W
based on?
THE WITNESS: Discus

and trying to come up with a way to
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comfortable with how the Cémmissibﬁss
this. But realistically we don’'t ki
vote until after that hearing.
MS. AILTS WIEST: g’
they’re going to rule? |
THE WITNESS: @ﬁov’v
Commisgioners stated quite cléf‘"v
this, and the third one is still &
MS. AILTS WIEST: Car
of the Minnesota décisian?.“céh y
or file that?
MR. GﬁERRER@f coun:

actually waiting fof:a;wri&ﬁénréﬁ

reserve Exhibitho,?ﬂ~ﬁﬁr ﬁﬁgﬁ;
the Commission is going to make -
could we have a copy of thedeﬁ&ﬁf:
as soon as that is filed?

MR. GUERRERO: Exh:

MS. AILTS WIEST: Ok
thing I was going to mention is I- kr
referenced the application in the ﬁe
just wanted to state that right now no

applications or the amendments, amende

PRECISION REPORTING, LTD. .
105 8. Euclid Ave., Suite E, Pier
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outside counsel? Could we get thaﬁfi
record? M
THE WITNESS: I think I
yes, I have a list of costsst”Veﬂﬁ 
have to make copies of, but we can Sf:
MS. AILTS WIEST: Okay

would it be clear as to which were i

THE WITNESS: Ther

Smail.del'arvaméuﬂt<bfﬁ$33»*'*

power labor. I don't know:
fees or‘sbmezét,érglabﬁrf@
involved in that case. By fax

vendors on here .are ocutside ver

attorneys or other consult

discuss. I'm not familiar en

various entities are.

‘MS. AILTS
copies made of that. Can we
Exhibit 67 Besides the coste 1
additional costs are you seeking

THE'WITNESS:‘ This is’
the cost.
MS. AILTS WIEST: Thi
cost?

THE WITNESS: This &'

PRECISION REPORTING, LID.
105 S. Euclid Ave., Suite E, Pierte



share?
THE WITNESS: That's
COMMISSTONER SCHOENFE

you.

by the arbitraubryéanyaqf~the

cémpanies‘justvassignéd=@hem‘ba§e
percentage of sharing --

THE WITNESS: For the

were shared, which is' the maj
they are in line with wyour share o

the plant.

separated out, the-coétsfﬁhaﬁ¥WérEq;:
individual costs on there?
THE WI! NESS . Not:on
no. -
MS. AiLaSNWIﬁsi£ fc?
explain which are shared costs and whic
shared costs?
THE WITNESS: I'm ndtfé
have those numbers in front of me. TG
exactly the split. Perhaps he doesi‘
MS. AILTS WIEST: Do y@u

vedirect, Mr. Guerrero?

PRECISION REPORTING, LTD.
105 8. Euclid Ave., Suite E, .Pierre, 8D
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hearing with witnesses and testimony?

No, it did not. We had reached a settlemeén
with them prior to coming before the Commiss
Commission ruled very quickly on it. In fag
remember if there were even any questions.
Commisgion Counsel also agked you +ab
eéxpense, I believe?

Yes,

Is it your understanding that is alse sut

negotiation or discussion with the  Conmi
present?
Yes. We've had'some discussionswwiﬁhsééﬁ
here on some of these specific GoStSzthat 
sorts of costs, particularly labor. And;v
discussion about reaching an agreement for u
include certain of those costs.
MR. GUERRERO: 1I dnﬁﬁ&
any further questions, Counsel. T woi

opportunity to the extent it is neces

the record open to supplement this re

of the invoices that Otter Tail h&s_if
this matter, if it’'s necessary to do
for Otter Tail to show extensively the ¢
it incurred in this matter.

MS. AILTS WIEST: Okay.

PRECISION REPORTING  Trm s
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MR. RISLOV: Do you hav
among the parties showing the'assignmé¢w
eosts? I would think there would be a me
gach company or an agreement reached for
company on a source document.

THE WITNESS: I don't.
again, I wasn't there at thé-be} }
lawsuit. Mr. Bowman was. DPerh
that .

MR, RISLOV: That'm?;
these questiors a{litﬁle~gasié?ﬁﬁ ’d
there isg a docUment~aséigningvthés
common costs. |

THE WITNESS : Gkéym,”

MR. RISLOV: I have a
other questions. To the extent t
included these labor césts, h&é«ﬁhe e
showing that thesge costs-arerndﬁ"tm
costs that would appear in cost ser
cagse setting?

Are these considered to befextﬁ_'
cogts?  Is there a showing these are%é&

costs?

THE WITNESS: Are you spe:

talking about the labor costs?

PRECISION REPORTING, LID.
105 8. Euclid Ave., Suite E, Pierre, 8D
(605) 945-057%




is used within the cost of service to:
and purchase power. And that’s why that
seemed to be an appropriate factor tof&*

MR. RISLOV: So if I app
percentages found in footnote 3 to'ﬁhé al

listed on line 9, I can gene:

Otter Tail is signing to-each ind

serve.

~MR¢:R¢SLov;vffhaﬁkey

Ms],ALstwwasi: |
questions of this witness?

MR. GUERRERO: ~One or
questions regarding yeurﬁEﬁH~5itﬁi}fgﬂ

BY MR. GUERRERO:

Ms. Brutlag, is it your understanding tha

subject to some change depéndingfon;9£f
and recommendation in thiS‘proceéﬁing?i”
Yes. The numbers may change slightly.
And the purposes of submitting and goiﬁgvﬁh
Exhibit 1 was to provide background inferm
Otter Tail’s cost it’s incurred?
Yes. That’s right.

As well as how it proposed to alloeatevthéf

PRECISION REPORTING, LTD.
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MR. GUERRERO: Thank yo
Otter Tail would like to propose& a § v
it has reached with Mr. Hoseck and Ms. :
regarding certain costs that Havaﬁbé*
of some discussion this morniﬁgé. ih
of the stipulation is $139,635. |
Those dollars represent essent
things. The first;andvthéhbulkfof
roughly $103,000, repréééﬁts césbsft
incurred that the other partners in t g
Coyote Plant did not incur. ‘?hésérg
litigation costs, attotneys,ﬁEes,»@Imm
attorneys fees for outside law firm; t
Cleary Law Firm andvone.ar’twaaﬁ er
Essentially 33,000 of that also represe
internal labor costs that Ottexr ?aj }
proposed as part of its Januaryﬁ@6;§
So essentially what the.stipulaﬁ:
Otter Tail is stipulating that $139f
comes off the top of its costs that it
obtain a benefit to rate payers of son
$13 million.
That essentially reduces our Gc@tsf:
seeking to pass through the Fuel Clause

Adjustment. And I believe staff will go
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used to accumulate costs associated with the
negotiations and arbitration of the coal con
Who prepared that document?
It was proposed by someone within~otter'Tail@z
Not by you?
No.

MS. AILTS WIEST: 1Is th

objection to Exhibit 67
MR. HOSECK: None.
MS. AILTS WIEST: If not,

admitted. Mr. Bowman, I believe there

mentioned labor costs of $33,000, Baged &b

stipulation that would no longer be a cos!
you're seeking to recover? You don’t
answer to that?

THE WITNESS: I don’t.

MR. GUERRERO: Again, Counse

believe that that was really a quesﬁianai

maybe Ms. Brutlag would be better to ad

question, but it was a stipulation that 1°

sure testimony’s necessary on that, s

through counsel.

MS. AILTS WIEST: Well, do

else have any gquestions?

CHAIRMAN BURG: Can that ong
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system operations.
Okay. What are then your arsas of responsib
Among other things, the responsibility T h&
representing Northwestern in our effo S}%ﬁf

joint-owned power plants including the '

included in my area of responsibility .

Okay. Have you alSD-been‘a'm&mbé%féﬁfﬁﬁﬁ

set up at Northwestern to négdﬁi&ﬁéi
Coal Mining Company?
Yes, I am, have been.
And actually you were a repreﬁéﬁ&ﬁh?ﬁéﬁﬁﬁé
to Big Stone and Coyote?
That'’'s correct.

o you’re familiar with_thewﬁegaﬁiat£¢n w~¥?
North Dakota court suit, and ﬁhémaﬁ__
that was followed?

Yes, I am.

Okay. And you were present andzhéaﬁ&kﬂﬁg”
as to quite a bit of the background ﬁﬁ\@h-
proceedings, were you not?

Yes.

and do you agree with his explanation afeﬁaé

proceedings were conducted?

“RECISION REPORTING,
105 8. Euclid Ave., Suite E, Pierxe;
(605) 945-0873
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Yes, we did.

Okay. And that was through filings W
clause?

That’s correct. The fuel ©ost ag
changes in the cost, of éﬁﬁﬁﬁﬁ??
through the clause.

Okay. Northwestern fileg i&&f@ﬁﬁﬁ%&l”i‘ﬁ

quartexrly?

I believe that’s correct. Im not i

that part of it.

Okay. And so the price of $16.30

effective with the spring of 1338, &
period of time that would have be % pa
adjustment clause?
That'’s correct.
For Coyote?

That'’s correct. |
And they are quarterly adjustments, &% T G
that Knife River makes to the price ﬁf”%@ '
agreement?

Yes. We receive each quarter apn adi
mechanism tabulation that all the swhers res
indicates the price going forward for the 0&
Okay. All of Northwestern's electric cugtoms

South Dakota, are they not?
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of the implemerntation I dew’t th

arbitration. It svenbugy
award. That's the ma
have heard elsewhers, it wmay not b

what we’ve geen yecently.

addendum oo

price of coal from &

facility wag &ﬁJﬁﬁ'ﬁﬁﬂ@@ B
comparable te cther simils

contracts thabt werse Eoprm
period of time under sis

in the North Dakots sves.

HRTRMAN

reductions since 1981 until now?
reductions other than thy onue crd
arbitration?

THE WITNESS: Yes. ¥

Mining Company did a voluntary reduc
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stipulation. I was wondering if this was g
hold true.

MR. DIETRICH:

through the adjustment ¢lauge mechanism
next witness, Mr. Decker.

CHATRMAR

| BURG: You've guois
another witness. Okay.
COMMISSICRER SCHOENFELDER:
you’re the right witness to ﬁﬁﬂ%@f*}fiH‘
Exhibit C; is that right? That'e your

THE WIT

NESS: That's curee

COMMISSIONER SCHOENFELDE

confused because I had three copies, ohne
didn’'t loock at previcusly. Do you have
stipulation that's going te deal with these
exhibits, or do I ask guestions abour it

MR. DIETRICH: We have 6
work with staff with regard te the cost
in Exhibit C and the revised -+ we have
revised filing which we have lsbeled ke
Exhibit 7 which is a Revised Periticn wh

contains all the information in the pri

along with revised exhibite and Exhibic € &

Exhibit C is actually the breskdowes

costs for the various parties for whom sset

PRECISION REPORTING. LG,
(605) 94E-BEFE
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MR. DIETRICH:

Mr. Green may be able to suswer & &
regard to the footnote.
COMMISSTONER SCHOENE

just says first ﬁﬁéyipﬁi&-wu T deste
contributed 13.3 percent Tepr
the 75 percert interest Coyote But -
10 percent ownership.

Is that because of MDU b

That s out and thewn ift.

does not contain any in-house &t
all; correct?

THE WITNESS: s,

M&. MNILTS
questions of thig witnesg?

CHATRMAN

 BURG: B
explanation I might want then. ¥
any in-house atlorneys faan, byt do

travel expensesg?

THE WITNESS: That's

“PRECISION REVOR.
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interest less costs through the ad

Our adjustment clause is see gp 4

that are distributed over &

As we’ve discussed

the other cdmﬁ&&iésfﬁﬁé»§&g3
adjustment clause by ite terwm

12-month pass-back.

12 months, &t that point woul

some sort dffW&ivéﬁfﬁfﬁﬁﬁY;wa'

crediting that Qm&i&*&&&é:iﬁ&@_gﬁgﬁﬁ
or modification of provisions G arnog
basis for this partiﬁalﬁf‘ﬁﬂﬁéﬁﬁﬁiﬂgr

MS. RILTS wiggr:

possibly need some -« my point is vou w
be using that tariff, bus ie wouldn‘e &

12 months. There would be soMeE BXCEpt:

"PRECISION REPORTING
105 8. Euclid Ave., Suite &
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would think.

Okay. 1In fact, the parties had reyueete

adjustment mecharnist get ehanged 80 ¢

would be implemented; ig
That is correct. Unfortu
in the final order from the &arb
Okay. But we do have the Addendum
compatabilit?“iﬁiﬁﬁﬁ ﬁﬁéﬁ%@
the fuﬁura‘wiﬁﬁﬁﬁhéfﬁﬁa
parties ééﬁi& &gb

the prices ==

future.
Okay. As an overall resu
with the results the arbi

Yes, they were.
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not apply the Addendum the way ¥ou
have been applied is what led e

THE WITNESS: The

little confused about, betause
changing of factor & @@ﬁpiéfﬁﬁ
because they determined the faet

original Addendum were wrong, 6f W

used to make the necessary adjusts

THE WITNESS: The £

s

changed at the ﬁiﬁé’&£~%ﬁ§;§ﬁ;
result in the price of ﬁhﬁsméﬁ_

they agreed to be & comparable pr
that time, and it was just & back &a’

you will, to get that result.

to say if they‘wﬁuid&hayee@yﬁixaa~@n§§

properly, there wozzmn“t: need to be ar

changes? ‘
THE WITNESS: ﬁﬁa

CHAIRMAN BURG: S$o !

going forward, the Addendum, it's ne

another reason to sue or to changs?

is to actually set the price right ant

you’ll never need to do thieg again? Hel

" PRECISION REBORTI
105 S. Euclid Ave., Suite E, Fierre,
(605) 9450873
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It was the partners’ aﬁﬁﬁéﬁﬁi@ﬁﬂﬁ
that the price that Knife River wae chat
partners was not fair and reasonable; os:
That'’s correct.

and the arbitraﬁidﬁﬁpﬁﬁélliﬁ
ruling that ﬁﬁééﬂh ;
Knife River_wéé-ﬁﬁéj
That's correct.

and the decision by the arbitration pan
ensure a fair and ﬁé&gﬁﬁﬁﬁiékﬁﬁi@ﬁvk.i~

That’s coxrrect.

questions?
(No audible responss)
MS. AILTS WIEST:

you.

ME. DIETRICH: Je

JEFF DECKER,
called as a witness, being firet duly @Li
cause, testified under oath ag folleows:

MR. DIETRICH: My T &p

witnesg?




10

i1

12

13

14

15

16

17

18

19

20

21

22

23

24

25

the costs incurred by the owners related to
Yes. That is right.

Okay. So the footnote that spoke to the 13.3

dealt with billings during the pericd of time &
case which has now be en reconciled te 10 pe
Yes. The final result was 10 pereent.

Okay. Turning to Exhibit D which carries for

costs and also includes other iﬁﬁ@%ﬁﬁﬁiﬁﬁf‘%ﬁjﬁv
this particular exhibit portray?

This portrays the final damage award plusg iﬁﬁg:
in addition to that subtracting out the gbs
costs for Northwestern Public Serviece resy
net refund to the customers both wholesale and
Okay. Now the interest, there's & iiﬁﬁr@&,E%@ ,

g

says Plus Northwestern Interest Through Bpril -

This was meant to add the coet or the caleuls
interest for the time that Nerthwestern held
from the damage award in interegt?
That is correct.

All right. Until april 30, and then that iﬁ%@l

continue to grow until its distributed?

Until the money ig passed back to the custemer.
Okay. Do these cost numbersg, &g you've regearche
accurately reflect the costs asztuslly Lfrcurred

Northwestern?

105 S. Euclid Ave., Suite E, Plerre, &5

g
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So it’s based on the actual generaticn that
did during the period of time that the damage
calculated?

Right.

Okay. And the allocation of the wholesale and z
portions for Northwestern, how was that @&1@@@_2
That was derived by the volumss used on whele
retail.
Okay. And that's shown on Exhibit B of cur B
that correct?
That is correct. And as you can see, ﬁ@%&£ﬁ 
with over 99 percent of this award.

Okay. And with regard to the wholesale ;‘;mm :
Northwestern proposging toe do there?

I'm not sure. I would assume we would paas t
well as the retail.
But that would be under a tariff subject to ¢
Energy Regulatory Commission?

Okay. Correct.

Okay. There’s no allocation of any :irfﬁ@m@i@
for any of the cost calculatione fﬁﬁ‘ﬁﬁxﬁhW§§ﬁ
That’s right. There is rnone.

Okay. So essentially Northwsetern is ﬁ&%&%‘ﬁ 
damage award in interest less its out-of-pocker

complete?

105 €. Puelid Ave. . Siptire (&
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convenience and clarification, we can make
available. I have copies here today. I j
have enough of them at the moment. ’
MS. AILTS WIEST: There w@
of those? |
MR. GUERRERO: Twm‘dé@i
MS. AILTS WIEST: Can we
Exhibit 8 and 9?
MR. DIETRICH: 1 have ne
to that information being presented t¢ i
Commission pursuant to a Commission Ord
However, one of the reasons we've been
in some of the information is ﬁh&r&‘ﬁﬁév‘
Confidentiality Agreement which gﬁ@h“;“
sharing of some of the éetaiiediiﬁﬁﬁy*
that proceeding other than asfréguimg
But if the Commission would cr;-r:eiiév
documents would be provided, then I Ehi
would be appropriate. I have the terms ©
Confidentiality Agreement that I 6&ﬁ.§ﬁ”
Counsel today.
MR. GUERRERO: I‘ll adjust
accordingly. That's correct. Mr. Eiéﬁﬁﬁy
correct.

MR. GERDES: T would think

Ly Ll i el L o ad e aio ol i e i e i ey el s
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It's a fairlecdeliCaﬁedﬂaﬂ

It was made on the amount of fuel that’g-
each of the partners in the plant; corre

Yeas,

true statement?

correct?
That is corréct.
MR. GUERRERO: No £

questions. Thank you.

quick ones.
Do you know if all'thEﬁéompaQiéé
expenses or calculated eXPEHQES'EHémg
did?
THE WITNESS: I guess I

CHAIRMAN BURG: I‘m ng

you’d have to know that, but if you d

asking you. Okay. And I think I had -

TIOTS TV T £ T MORM T pmy g et aiss i i ih e
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Price Waterhouse, the“totalvﬁill é;‘
has a document that says this is»a76¢
Price Waterhouse and NorthwesternLSTQé,
Otter Tail’s is a different numbgrvand
different number, do you have'that;dj
available?

individual invoices; and .go T cou

Service as theiruproéértibnaf'
all four?

_4THEtWI$N338:»QS7
all four,?ahdsfhéhgi7ﬁoék;

to come upﬁwithftheﬁﬁﬁmb

COMMISSTONER
possible to see those, to prbauﬁk

THE WTTNESSE‘ Yéé;
can,

MR. DIETRICH: #weﬁhavu
those with staff. |

COMMISSIONER SCHOENFEL

But I don’'t.

PRECISION REPORTING, LID.
105 Sv EUClid Ave., Suite E,}Pierré#
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THE WITNESS: I guess I umn

fully why we would use usage to allocate
award. As far as using usage to alloqagé/
percentage of expense, that may be a reas
approach. |

MS. AILTS WIEST: What wa
percentage of usage?

THE WITNESS: That, I am-~

of. Possibly Witness Green would have t

MS. AILTS WIEST: Andudgwﬂ
the allocation of fees based on ownersh
because of an agreement among a Ccmplai
that your understanding, or don’'t you;kn

THE WIT&ESS: I don’t kno

MS. AILTS WIEST: You're:
that the arbitrator set any of thOSelﬁé,
wards -- I mean, allocation of cost?

THE WITNESS: No. I'm not
with that.

MS. AILTS WIEST: Mr. Di
there somebody that could answer that qﬁ
me?

MR. DIETRICH: Yeah. I this

Mr. Green can.

PRECISION REPORTING, LTD.
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than fuel ownership basis, fuel cost on us

ige it can make a big difference in.

bwhers if we did it some other way.

your share of the. damages to. our retai

represent something larger than- ownersh/,
Gkay,
MR. DIETRICH: Does

MS. AILTS WIEST: g

you know then -- 1 guess your point:

10 percent and 11 perdent=Were¢ﬁa€f v
percentages, usagenand»the.amﬁuﬁt? f»

THE WITNESS : Yeahff”,

MS. AILTS WIEST: Do yo

that’s true for MDU and Otter Ta11°’%‘

THE WITNESS: I'm not f

their exact numbers, no.

MS. AILTS WIEST: You'r

you referenced -- was there ever any ‘se

 PRECISION REPORTING, LTD.
105 S. Euclid Ave., Suite E, Pierre, St
(605) 945-0573
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CHAIRMAN BURG: Just one that f
not be directly pertinent to the case. How:
the fuel cost compare to the amount of pow
from the plant?

THE WITNESS: I guess I"m not
sure --

CHAIRMAN BURG: Well, I fi“ 
thought to me it would be allocated 6
where the damages would be allocated,ﬁI
compared to the power taken from the pla

THE WITNESS: Yes. It'sa
complicated, but, yes, basically the ‘amo
power taken is directly correlated to th
fuel burned.

CHATRMAN BURG: I was just
if that was a direct correlation or not.?

THE WITNESS: It is very i
direct. There is efficiency gains as th
loaded more heavily. »a party who loads:
may get a little more efficiency out of -
of fuel.

CHAIRMAN BURG: That’'s a ‘
you. »

MS. ATLTS WIEST: Any furthe

questions of this witness?

PRECISION REPORTING, LTD. )
105 &§. Euclid Ave., Suite E, Pierre, 8D
(605) 945-0573
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MS. AILTS WIBST:
(WitneSSséxcuséﬂ)
MS. AILTS WIEST: Do’

further witnesSesiaMr.'DiEtrich?'

it possible to call one of your w
what the percentage‘éffusageaWav

raceived?

'Mépﬁﬁmswﬁﬁﬁh; 
would that be? | .
*MR-’GHEHRER@%lfg
likély be*MrnprwmanﬁviffhEﬁ
that question, CbunSeifE
Mr. BowﬁanQ c@ﬁld%youﬂwn
(Mr. Bowman takeﬁﬁﬁheqsf
MR. GUERRERO: You'vi
SWOrnm. |
MS. AILTS WIEST: vﬁb .

My . Bowman?
THE WITNESS: I~donf&f.j

exact percentage is. It is relativéiyg‘

ownership percentage.

MS. AILTS WIEST: Relatiy

PRECISION REPORTING, LTD.
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My name is Donald R. Ball.
Where do you reside?
I live in Bismarck, North Dakota.
What ig& your occupation?
I'm employed by Montana-Dakota Utilities GGQ;_
director of regulatory affairs.
What's your edueationalnbacfgﬁbnmd3 
I hold a B.S. Degree in biisi .
accemntiﬁg-emphaSis5  m
Spearfish, South Dakota.

(Exhibit 1Qwis*mﬁr¥edﬁﬁbrjidé_,,
Mr. Ball, I'll Showiyéuww.ét?has;béé_f.
Exhibit 10 and ask ycu;Whétzéﬁat~i§; f”;
Exhibit 10 is our filing with ﬁhis,é@m'
February 9, 2000. E

(Exhibit 11 iS marked’£Qrgid$ﬁﬂ‘
And then I'11 show you Exhibit 11,
identify that. |
Exhibit 11 is an Amended Attachment &, w
attached to our filing February 9. It x
correction in the amount of arbitraﬁidnﬁ_q
billed.

It was discovered that one of tI

rendered was in error, and this simplyiréf,__

corrected invoice received. And in addition.:

PRECISION REPORTING, L1
105 S. Euclid Ave., Suite E, Pierre
(605) 945-0573
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billed by the Coyote operator for Montana-D

costs related to retail operations. 'Tﬁgse;”

28 percent ownership of the Coyote stat
it is proper to net the incurred'cogfs?
arbitration against theusaviﬁgs.in
| We think that, Ydu~knéw,;?7
arbitration progeéding ﬁhét?theiﬁét.
have materializédkéndﬁtﬁat*therériéﬁd
cauge and effect here. We belieyesﬁﬁ
waiver thét:we%vé~s®ughﬁfwill¢bE<i"”
interest. |
First of all,'thegcuSEomé¢é~ﬁﬁﬁ

the pass~-through of a rather’subsﬁan«iJlf

they also benefit by the ongoing coa

‘Montana-Dakota'’s and iEsthaﬁéhbldé£S{~
upheld through the ability to reccverﬁ“
in obtaining those benefits for the:ix

The total net benefit applicab

electric customers is $2,742,000. That £
on the Amended Attachment A, which I bel
Exhibit 11. For Montana-Dakota there isf

related to the Heskett Station. The Hesgke

coal prices -- while under their own coal pu:
gontract the prices that Heskett were‘tied »

prices at Coyote and, therefore, the arbitratic

PRECISION REPORTING, LID.
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questions?

MR. GERDES: No further

MS. AILTS WIEST: Mr. Guerr

MR. GUERRERO: None.

MS. AILTS WIEST: Mr. Di

MR. DIETRICH: No.

MS. AILTS WIEST: Mr. Hos

MR. HOSECK: No.

MS. AILTS WIEST: Commig

COMMISSIONER NELSON: Ik

Why did you pay in protest?

THE WITNESS: Why did we

protest? We were billed for the arbit

and because we had been‘dismiasé&‘ﬁram~

arbitration by the arbitration panel. we

arbitration costs undexr protest.

1f you look at the Coyote operat it

if one of the owners does not pay. thern

could be subject to not being able to s

capacity in energy from the unit. 8o in

with the agreement, we pai&-und&r‘pr&ﬁé,

kind of a long answer to a short questi
COMMISSIONER NELSON: We:

else was thinking they were paying toc mu

their product. Why weren't you concerned

PRECISION REPORTING, LID.
105 S. Euclid Ave., Suite E, Pierre,
(605) 945-0573
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CHAIRMAN BURG: That was goi
my question. It was not in your initial
That is an agreement that’s been reached w
staff?

THE WITNESS: That'’s right;
MS. AILTS WIEST: Any ot
questions?

I just had a couple. Damages were ba
usage. What was your usage, or what was
percentages?

THE WITNESS: Well, appro:
25 percent. |
MS. AILTS WIEST: Eppr@ﬁ%’”
THE WITNESS: Ag we've t
here with other witnesses, fuel itsgelf &]
based upon the actual use by'th&’vaxiﬁus‘f

In looking at our particular sim&&a
analysis indicated that based on the fue
type, we were very close to our 25 p&reéﬂé
ownership interest. I don’t think it Wagg
1 percent off either way.

MS. AILTS WIEST: BAnd then I
you were here when Otter Tail was testif:
you stated that the South Dakotavpcrtidnﬂéﬁ

Exhibit 11 Interconnected System Percentag

PRECISION REPORTING, LTD.
105 S. Euclid Ave., Suite E, Pierre, SO §
(605) 945-0573 L



10
11
12
13
14
15
16
17

18

19

20

21

23
24

25

you've seen about 22 péxceﬁt of our
for what we call pool sales. These a
opportunity sales in the poolk.

I guess to the extent Coyote
running, I think most of the ow

schedule all of thechWErfav&ilabié

getting at is if there's ever
that’'s sold off, how is that 2
supply and~alsosthé sa&ﬁs ““ ﬁ,
become a factoxr ---

I mean, I can see two ways

is if you have'exces$f¢§§ 
the grid, that you eﬁﬁa.@ft.
from it. ’Orithe~6ﬁﬁéﬁ;dﬁﬁﬁ
take their sharé,'dﬁ&fﬁﬁéﬁ:ﬁﬁé
surplus there:wouldmbe; |

And I was wondering how tha

whether that even becomes a fﬁ&ﬁ
like this.
THE WITNESS: I'm
the latter situation where each ©
schedules its own availability. In
25 percent so we will take our 25

interest. We may be in a situation

T T o A ﬁiﬁ%ﬁ("}
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MS. AILTS WIEST: Any fur

guestions of this witness?
(No audible response) »
MS. AILTS WIEST: If nat;.V

you.

(Witness excused)

MS. AILTS WIEST: Do you hs
other witnesses?

MR. GERDES: We have no
witnesses.

MS. AILTS WIEST: Mr@zﬁms

MR. HOSECK: I would call
Michelé Farris to the stand, please. |

MICHELE FAR

I8,
called as a witness, being first duly sworn i
cause, testified under ocath as follows:

DIRECT EXAMINATION

BY MR. HOSECK:

Would you state your name for the record, pl

Michele Farris.

And what is your job?
I'm a utility analyst with the Public UtiliﬁiéﬁQ
Commission.

How long have you been there?

Approximately a year and a half.

PRECISION REPORTING, LTD.
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dockets attempt tO accomplish.

EL00-002 is a Petition from Otter Tail Power L&
allowed to net out their litigation expensss £
refund and pass it through the Fuel Adjustme
EL00-003 was a Petition from Montaza-Dakota U
also net out the litigation expenses and passg t
through the Fuel Adjustment Clause. And ELOG=U
the Petition from,Northwesﬁexﬁ.Pﬂbli& ﬁﬁﬁ?iﬁ&@r
and did that have a similar objective?
Yes, it did.

Would you just briefly describe the work LHaL ¥
processing these dockets?

Originally, 002 and 003, the Ottex Tail and M
came in first. 1 reviewsd choge dockets %ﬁﬁ?g@w

request together and sent it ocut asking gu
notified Northwestern Publie service of what T

looking for in the docket pricr to th

they filed their docket .

did you have verbal convergations with repre
of all three of these utilities in the procest
working on these dockets?
Yes, I did.

and did you research the neating and cooling d

days?

SRECTSION REPORTING, LTD.
2ne @ Euclid Ave., Suite E, Plerve,
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Yes, it was.

Okay. 1I'm going to show you what has been mark

record, please. |
It's an Exhibit that I prepared that summarize
information contained in the three filings.
And this would be information that was furnis
through the processes of discovery and with
from the three utilities that we're visiting &b
today; is that correct?
That’s correct.

I1'm going to ask you to go through Exkibit ﬁwéﬁ;,
to the Commissioners what this documernt shows .
Okay. The first line, the damage award, sHowg
amount that each of the three companies rece:
You’'ll see there’s an asterisk that indicates
not include any of the interest. I left the ‘
that is accruing now off to keep the exhibit =
Because the interest would be accruing as we wa

also you’ll see that on Montana-Dakota Utilit

PRECISION REPORTING, LiD.
(605) 945-0573
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MDU’s damage award includes $2,373,71ii fer
Coyote Plant and an additional &1,68885.
Heskett Station. And, as Mr. Ball testi
100 percent of the Heskett Station, anéd th
operates under the same c¢oal contract. |
Okay. And also in the‘Mﬁ§ §6iﬁ“‘i°”‘

reconcile the amounts under the ¢

MDU in the amount of litigaticn expe

MDU paid to Otter Tail $250,930. . They ps

litigation generally?
My understanding i8>th&t»éﬁﬁéﬁ'%ﬁiiﬂﬁﬁ;
company. There's one thing I would 14

The difference on the numbe

testify to-are‘&iﬁﬁ&ﬁéﬁﬁfﬁhﬁﬁ”ﬁﬁﬁﬁlff
I -- I put them back up to the total aws
retail portion.

I waﬁtedito;shaw*ihﬁiﬁﬁﬁé&¢§§§ 
And his numbers were bagsd aaﬁﬁh&-ﬁﬁagq'
retail.
Is there anything fuxther that you would

about this exhibiz?

(605) 945-0573
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34,
o

entered into between the st&ﬁf.aﬁ&:§°ééf5%
the record with regard to the réMQQ&l.éﬁﬁéul
Would you explain to the Commis
origin of that figure? Iﬁfﬁﬁﬁéﬁ'@ﬁﬁﬁiﬁff@
$139,635 come from?
When I was reviewing the three dif
that the numbers diﬁ~n@t.ﬁiﬁpbﬁﬁ~aﬁﬁ
that Otter”Tail”WQSAagkiﬁg~£%r“iﬁ,ﬁhw;ﬂ
expenses that was noﬁ‘shaﬁéﬁfbynﬁhﬁ.@ﬁé
company .

And Otter Tail haw -agreed to -vemo

costs. There was approximately $33,600 1
power labor that is not included & :

$3,300 of miscellanecus expenses for a to

Now is that $139,635 factored inte Hxh
Yes, it is. This eﬁhibiﬁ-w@&*ﬁﬁﬁﬁwﬁﬁ
that Otter Tail WaS’gding,ﬁﬁ‘&gﬁé§ §éw£§'
if you look at Exhibit h»un&ew>@mﬁwﬁyk
litigation expenses, the Sifl@i*ﬁgﬁgﬁéﬁa
difference between what they had £iled &
Now are any of the litigationr costs, ﬁﬁ~§@_;
adjusted them in Exhibit B and in thege do
any of those recovered by thesge t&té&‘ﬁﬁ
rate cases?

No. The last time any of these compenies wer

[N

8. Buclid Ave., &Su3
o g g

b
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should recover the amounts as shows in B
litigation costs through the Fauel Adjust

Yes.

It’'s my opinion that thig refund would ast b

that.
Now you testified earlier Ehst you Hag den
research with regard to heating snd cool
did you do that research?

I wanted to determine wﬁiﬁ&wﬁ@ﬁﬁﬁﬁmha_
heating and coolityg usage.

And how did yoa,&a.yaﬁ$'ﬁ@§é§%@ﬁ§

I went out to the Mational Cesani
Administration website and pulled off a
State of South,ﬁak@ﬁ&«ﬁ@r-%ﬁ@ﬁz@%-ﬁﬁﬁﬁﬁwﬁihﬂ
And what years did you logk &t ﬁﬁi@f@@@&”
For the cooling degree days I locked at %
1999.
and what did this research demonsirate %kaQ

cooling days?

In general it showed that June, July, and &

e o o g PR P
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three different utilities, as to their gbi
implement this adjustment?

Yes.

And what is that difference?

Otter Tail Power arid Montana-Dakots Ukiists

monthly calculation, and Northwestern B
does theirs quarterly.

And as a part of the handling of these doe

visit with repxeéeﬂﬁatiVéswﬁﬁ-ﬁk@@éﬂwﬁﬁﬁ_
regard to this issue? |
Yes, 1 did.

And did you modify your ﬁ?ﬁ?i@ﬁAiﬁeﬁﬁgﬂﬁé
those conversationsg that yﬁﬁfﬁﬁﬁbﬁiﬁhnﬁﬁﬁ
I'm not sure I understand yﬁﬁf‘gﬁﬁﬁéiﬁﬁg

In other words, have you modified yes

when would be the»mﬁstm&égiﬁﬁﬁiéwﬁim@?@i
fuel adjustment changes ags & %&ﬁﬁiﬁfdﬁ:
with any of these individuale? |
Only to the extent that if & decision ifeu’
for the June month, that we could go into &
based on the cool degree day iﬁﬁ@ﬁmﬁiiﬁﬁﬁ 
received.
MR. HOSECH: Okay. I wog
Exhibit B.

MS. BILTS WIEST:
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25

shouldn’t there have been in

their damage award after -- they rse

February.

their since -~ when did ie sts

another issue and it wasg

So Otter Tail and

September. So they réceived im

CHAIRMAN BURG: What al

They didn’t have the same situationy

weren't a party to the arbitration te s
CHAIRMAN BURG: Okaw.

making a recommendation on the time

" PRECISION REPOR

T 0 O Toe s e T £ 3 Nowpan

g, ]
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16
17
18

is

22
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25

wondering whether all customers w

benefit or if there are some why &re-

peeking, for example, WHﬁ-d@ﬁfﬁvﬁﬁéi;
summer who will not»geﬁ'téﬁﬂﬁﬁg“i‘”'
in thé.summer‘ Or am I &ﬁﬁ@ﬁiﬁﬁi>
wrong? |
THE WITNESS: I don
answer that question. The ind
should have a flat amount of ﬁéﬁgé

slight inCEéase'éﬁringﬁﬁﬁ&;sﬂmﬂ

space cooling. A&nd other tha

MS. AILTS WIEST: Ar
questions for\ﬁﬁé-ﬁémm_,

MR. RISLOV:
Could you contrast y&ﬁﬁwﬁéﬁﬁnﬁﬁm¢
the companies have laid out? ‘ﬁﬁ“,m,
not so sure I understand any comp:
position on refund.

THE WITNESS: ﬁﬁwﬁﬁrk
request, I received copieg of hﬁw*ﬁﬁﬁﬂ“'
be refunded and I had requested a 12«m

calculation and then a three-month ave
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1l
12
13
14
15
16
17
18

19

21
22
23
24

25

should be done on ownership.

MS. H?h@g}Wiﬁg?ﬁ. §§ 
wondering with respect ﬁﬁfﬁ§@}§1§%
allocation to South Dakota and T
came up with a 7 percent allocat
compare the methods they used te ¢
those?

THE WITNESS:

have .any problem w

two?

further witneﬁsegf
MS. AILTS WIEST: = Tha
rebuttal witnesses? B
MR. GUERRERO: No.
CHAIRMAN BURG:

question. Do we have any late
everything been filed now?
MS. AILTS WIEST: We had

some additional documents.

CHAIRMAN BURG: That i€

PRECISION BEPOS
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25

cool their living space invth&gsgmm
be one group that ysu’re‘talkiﬁgiaﬁ
a smaller portion of the r&ﬁunﬁ@ger
compared to what they paid invaﬁéri
three-year_périad.
| CHAlRﬁﬁN”EUR@t “33 
I would see some mismatch wqﬁ%
there’s any rﬁrigatign,fpécpi,ft
irrigation, They’ﬁe'cnlYVQQ
three months. So they're ¢
because:it'ﬁagﬁéﬁsﬁﬁpn ‘
whereas thevrestrcf~year’ﬁhﬁyfwé
at all. |
Thatfsswhyweven«thaﬁgh&szaé

c@ncerned.abouﬁﬁspréaﬂfﬁg;ﬁﬁ’ﬁﬁé

of time rather tﬁanwgéﬁfﬁh&“méﬁé
people, if we do it on a 12-mont
Northwestern_does.it,“igfsyg&'w
equally because yauwﬁigﬁregégdh:
should be approximately ﬁhe_éam”;

I am concerned abcut&péép&e:
they pay 12 months over the peris
settlement, but they’re-OﬂEYQQQQ,
a three-month period.

MR. DIETRICH: IE

PRECISION REPORT
105 S. Euclid Ave., Suite
(GUSEf.y,
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B
ke

Now, granted, a number1o£ ﬁher
customers will -- they have average use @V’
12 ménths, they're fine. But thexre aﬁeﬁﬁ
groups, as you've discussed, that will n
benefit they should andlotherS-thit*Wr
that they didn’t pay for to begin.wi
not -~ theyfreggaingttQ bé,ﬁéT

didn't pay for due towﬁhéwparibda

CGM&}‘
assumed, though, since the ir
been irrig&ting7in-thEsyea}
and the people who didn’t haQE«a
wouldn’t have beén;paying~s¢'it
woﬁld kind of all eﬁénwcutmfﬂ

THE~WITNESS: ﬁBé§
customer over-EME‘thrEe?m@hﬁﬁfﬁe
receiving a full benefit in actus
paid three-twelfths of.

COMMISSI@NERﬁﬁEﬁS@ﬁ
have paid three-twelfths of the yé
problem overcharging the coal?

THE WITNESS: They pa;
three-twelfths but will be receiv£ﬁ§
paid for it. They're receiving a re

percent of the time we’re giving it b

PRECISION REPORTING, |
105 8. Euclid Ave., Suite E,

P . A PR e
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year, whichever way you're looking at 1

THE WITNESS: So the

residential customer, whether ib's OVEY

three months, is not going to make ar

Those who don’t have electric heat oF

GOnditioningj>theyfre gQiHQWtQQﬁ*
amount .

Just on average I take the

less thealiﬁigéﬁienaeoﬁisi
cust c>merbase We' re ot
customer.  Néw<iﬁQ$‘gQinQ*#
 COMMISSIONER SCHOE!
period, not per month?. |
THE WITNESS: :ﬁerfoM
not based on usage. That s go ‘glt‘*
residential customer number :
much leSS»than‘that. 'Soﬁﬁ_}
idea.
COMMISSEOﬁERfSGHQEN

you. |
(Witnessvexcuﬁédy
CHAIRMAN*BURG; Cortr
other two companies?
MR. GUERRERO: Ottexr

Ms. Brutlag.

~PRECISION REPORTING, LID
105 §. Buclid Ave., Suite E, Pierr
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[ &E]

it gets to be a lot of work to spread it oVerj
period of time.
Does Otter Tail have a preference, three mont
12 months?
We'd very much prefer three months becaus§%@;
it through the way we normally do‘our'fuéifv

it should work pretty much automatically.

CHAIRMAN BURG: You do you
MR. GUERRERO: I'm done. I
CHAIRMAN BURG: Do you do
clause on a monthly or quarterly‘basis? 
THE WITNESS: We do it mo
it’s a three-month average so once it ge
particular month it takes three months £
dollar amount to completely.gc.back'tﬁf;
customers.
CHAIRMAN BURG: Okay.
MS. AILTS WIEST: Any th
questions of this witness? Thank-ybﬁu
(Witness excused)
DIRECT EXAMINATION

BY MR. GERDES:

Mr. Ball has a couple of comments.
I guess from MDU’s perspective, we would.pxefer

three-month period rather than the 12-month pe

PRECISION REPORTING, LID.
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THE WITNESS: I do
customer group that wé%re 9oing%tDf
completely. Because this is nqt l
In the natural gas side of the busir

have customers that cut out during t

months. They use noth
Most peﬁp$Eﬂne?”¥'Sx
They're:Still:runniﬁgi*
watching TV. They're ¢
somebody on electric heatGWHé?dian
electricity.
would be less than winter bill. Bu
they're running fans.

MS. AT

questions of this witness? If net
(Witress excused)
MS. AILTSWIEST ‘ M
MR. HOSECK: Ifaéhav
motion if it's appropriate at this t
of staff, I would move the Commission
litigation costs consistent with the::
opinion and to do it through the Fuel

Clause and to do it in the time frame 4

PRECISION REPORTING, LID.
105 8. Euclid Ave,, Suite E, Pierre,
(605) 945-0573
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MS. AILTS WIEST: Any coll

statements, Mr. Guerrero? |
MR. GUERREROC: Thank you,
Members of the Commission, I want to th
behalf of Otter Tail Power Company and:
my thanks to staff. Throughout this tim
been nothing but diligent in their invéégg
Otter Tail’s Petition.
Briefly, just to clarify Otter Tail 
on the legal question of a waiver,-we*xe
necessarily hung up on whether or not wé
waiver or not. We took the position tha
the rules strictly it appeared that 1it g

arbitration costs could not be directly

to the cost of fuel. That was based on
that we had read, most notably dealing-
cases. |
We thought those cases provided gu
the State Commissions as well since t}
as well as the Minnesota and NOrth>Dakp
Commission have adopted the Uniform S&éﬁ
Accounts. But to the extent that Mr.:Hé»
believes that and your Counsel believes a
not necessary, we would defer to that ieg_

interpretation.

PRECISION REPORTING, LTD.
105 S. Euclid Ave., Suite E, Pierre, 8D -



for the months requested by staff,

Jufie, July, and August months with a

MR . DIET]
special filing other than ol

Eilimgﬁoncatéh,Junéﬁbgéaﬁgé[g

bélieve,-was'May, Juﬁe;.Jﬁly. 

MR. DECKER: Ma s

our filings.. :

‘{;MS'

but you'd have to do.a:sp

850,

Mr. Gerdes.

MR. GERDES: Not:
ground alreadygpiowed, Wefg@°
wonld appreciate the Cbmmi

its Petition and bel 1eve tha “

reviewed it and ask that the Commiss

Petition as suggested by staﬁf;
MS. AILTS ‘WIEST: Are

seeking a waiver of Fuel Clause R&

PRECISION RE
(605) !

et



appeared in front of the M

May 4 of this month. They i
Qritten:@pinion»withfnzzb-d@'
ﬁhﬁibéﬁ@h;‘

They made a motion, an

unaniméusiy; ;mzi
But to the ex
pass-through, our b

June pass-through:

Otherwise, as P

would be looking at Jul
cHAiRMANHEUR@g“
staggered three-month? I ﬁﬁbﬁgj"'
it in one quarter? .
MR. GUERRERO: On
basis.
CHAIRMAN BURG: Just :

months? It can be whatever thrée@mi

PRECISION REPOR
105 8. Euclid Ave., Suite |
(605) 94
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it

informed that those expenseS»had-beenfﬁf
staff.
CHAIRMAN BURG: I'm asking

go ahead and withdraw the request for a

filed? I think we need to do thétvi!
to make that a quicker deﬁision,janéﬁ%”
MS. AILTSwWIESTﬁY Rigﬁﬁw
CHAIRMAN BURG: I have
to not getting those. |
COMMISSIONER SCHOENFELDER
still file it after the decisionAis«mﬁdg
information. -
CHAIRMAN BURG: But nﬁég;
decision on it.
COMMISSIONER,SCH@ENFEBDER:
wasn’t going to base my decision on Min

anyway .

CHAIRMAN BURG: I wasn't

were going to get it.
COMMISSIONER NELSON: Ro

to see it.
CHAIRMAN BURG: I think-

enough yet that we've got a hearing 65‘
right?

MS. AILTS WIEST: He said’

TRECISION REPORTING, LTD.
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12
13
14
15
16
17
18
19

20

§13,218.22.
Did you justify those trav

THE WITNESS: 1

inveices and it was coded to &

miscellaneous. | |
coMMIssfeﬁgRg
you!re:vﬁ&YJGQﬁv ,‘
travel exPEﬂSQéﬁf¢r~§W
and I do NorthWésterh,

travel expenses.

see it itemized. 1 don”t

E

number it waSﬁmapkedg,;Itﬁ
the vehicle]plaﬁe;_14adﬂﬁ? -
THE;WETNESS#.,:&f
comMmsszgﬁg_f"m“
T had missed that part of .it.
Northwestern's were.iﬁemizééaéﬁt'
THE WITNESS: MDU d

but the other two did.

PRECISION REPORTING,
105 S. Euclid Ave., Suite E, I
(E65) 945-0573
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16
7

18

clause and this is not a,preeédé:ﬁ

I'm going to second Commissicner B

I want it to be very, very clear tﬁékv,

one-time only thing from my perspec

COMMISSIONER NELSON: = 1
MS. AILTS WIEST: imxﬁ b
MR. HOSECK: Bo

clarification.

an indication that ﬁ[
account .
MS. ﬁARRXS:
on the exhibit.
you. |
MS. AILTS
else? Thank you. |

(The hearing concluded -at 2

PRECISION REPORTING, ]
105 S. Euclid Ave., Suite E, Plerre
(enEY G4E-HE5TS
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IN THE MATTER OF THE FILING OF
MONTANA-DAKOTA UTILITIES CO. FOR
APPROVAL OF WAIVER OF FUEL CLAUSE
RATE 58 TO INCLUDE ARBITRATION COSTS

On February 10, 2000, the Public Utilities Commission (Commission) rag
Montana-Dakota Utilities Co. (MDU) for approval of a waiver of its Fuet Ci
stated that "[t]he waiver is requested to allow the pass-through, ir th St
of arbitration costs that have resulted in savings to retail customers.” An intervention
March 3, 2000, was set by the Commission. No petitions to interviene were filad.

8t
virig:

On March 20, 2000, the Commission received a petition from NortsWi
(NWPS) for approval of its proposed plan to credit $682,996.65 o its South £
customers, Docket EL00-009. The credit is due to an arbitratio ceeding inve
contract. The petition stated that the "plan would utilize its int clav
electric customers (all of whom it serves in South Dakota) the r
award and interest, less its costs related to its efforts iri rece
also ongoing coal price reduction and other favorable Coal Agreurnent pros
intervention deadline of April 7, 2000, was set by the Commission. No peti
filed,

On April 27, 2000, the Commission received a Stiputation to Consolid
EL00-003, and ELO0-009. The stipulation stated that Otter Tail, MDU, NWPS, ar
had agreed to consolidate the dockets due to common questions of law and’

The Commission approved the consolidation of the dockets fo
hearing was held as scheduled on May 15, 2000, beginning at 10:00
412, State Capitol Building, 500 E. Capitol, Pierre, South Dakota, The

Gk
isgue
whether the Commission should approve, in whole or in patt, the pefitions filed &
and NWPS. With respect to MDU's petition, the Commission vote
Commission Staff's recommendation that allowed for the deduction f
incurred during an arbitration proceeding. The arbitration decisior iow |
resulting in a refund being issued to MDU. The Commission also granted |
requested by MDU, and required MDU to issue the refund during the months
August, 2000.

Based on the evidence of record, the Commission makes the foliowirig firdirigs
conclusions of law:

FINDINGS OF FACT

1. On February 10, 2000, the Commission received a petition from MOU for approval 6
of its Fuel Clause Rate 58. The petition stated that "[tjhe waiver is requested to giie
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2. Otter Tail, NWPS, the Northemn Municipal Power Agency, and MDU own:
Tr. at 12. They entered into a 35-year contract with the Knife River Co.
delivery of coal. /d. MDU Resources is the parent company of K &r,
determine the price of the coal, the contract uses various indexed price cotripsner
cost price components, with quarterly price adjustments. Id. An addendum to the cor
that the pricing mechanism within the contract would result in prices that were comparst

mines developed at similar time frames. Tr. at 13.

Knife River and, thus, there was a possible conflict of interest. Tr. at 166, TH
decision in March of 1999, lowered the coal prices charged by Knife River, be
quarter of 1996 up until the time of decision. Tr. at 15. The arbitrativn decision &
the parties modify the pricing procedure within the coniract. /d. The parties we
to an agreement so that issue went back to arbitration and the decision of the g
to essentially accept Knife River's pricing procedure modification and to sceept the
recommendations of the Coyote Power Plant owners. Id

4. The prices were adjusted downward and the retroactive adjustrient of the prices s
refund to the owners. Tr. at 16. MDU's share of the award was $4.069.587 ¢
to $3,158,000.00 to reflect the amount of the award associated w
Exhibits 11, B. The costs of the arbitration were allocated to the swns
plant ownership percentage. Tr. at 21. Even though it did not pa
proceeding, MDU was assigned, and paid under protest, 8536 17500, of w
related to its retail operations. Tr. at 96-97; Exhibit B. MDU's South Dakota rel
of the award was around 6.7% of MDU's retail share. Exhibits 11, & M0

allowed to deduct its arbitration costs from its share of the refund ant ther pas
its customers through the fuel clause. Tr. at 96-97. MDU agreed to pay interesty
at the rate of interest for a three-month treasury bill untif the amount is floweit
clause. Tr. at 98.

5. MDU also estimated that, on a going-forward basis, e resuft of the arbitration de
result in additional fuel cost savings to retail customers of around 5519.000.00 per ye
at2.

6. Michele Farris, utility analyst for the Commission, recommended that MDU be gl
its litigation expenses of $536,175.00 from its total damage award of $4,06% 587 09
net damage award was further reduced by excluding wholasale sales, for
$2,741,928.00. /d. The amount allocated to MDU's South Dakota cusiormers was
based on its percentage of sales to its South Dakota electric retail customers. Tr. ot
B. The total amount of the refund to MDU's South Dakota custamers would be $183 766.0
the interest earned on the refund. Exhibit B

7. Ms. Farris also recommended that MDU issue the refund 1o customers through its fust
during the months of June, July, and August. Tr. at 116,

8. The Commission finds that Staff's recommendatior is fair and reasonable and wil alic
deduct its litigation expenses from its total damage award of $4.069 567 .06
further finds that MDU shall refund an amount of $183,709.00, plus interest earned
of the refund, to its South Dakota customers during the momths of June. J . &t
The Commission further grants to MDU a waiver from its Fuel Clause Rate 58 f& shaw i
of litigation expenses from the refund.

9. The Commission further finds that this allowance of the deduction of litigation ex
to be interpreted as allowing future litigation expenses to be recoverss theough the fust ol



Commission's decision in this case is based on the facts: of this case- and an
litigation-expenses must be approved by the: Commlssmn »

CONCLUSINSGFLAW

1. The Commission has jurisdiction in this matter pursuantto: SDCL Chapters ;
specifically 49-34A-2, 49-34A-3, 49-34A-4, 49-34A-6, 49-34A-8, 49-34
48-34A-19.2, 49-34A-25, 49-34A-26, and 49-34A-27.

2. The Commission finds that Staff's recommendatior is fair and réason
deduct its litigation expenses from its total damage award
further finds that MBU shall-refund an-amount-of $183,70
of the refund, to-its South Dakota customers:during:the:mon
The Comimission further grants to MDU a-waiver fromits Fuel Clau
of litigation expenses from the refund.

3. The Commission further finds that this allowance of the deduction: of litig:
to be interpreted-as allowing future litigation expenses to-be recoveréd throl
Commission's decision in this case is-based on the facts of this-casé-an
litigation expenses must be approved by the Commission.

1t is therefore

ORDERED, that MDU may deduct its litigation expenses from: its tot:
$4,069,587.00 and shall refund an amount of ‘$183,709:00, plus interest-earne
the refund, to its South Dakota customers during the months of June, July,-an
itis

FURTHER ORDERED, that MDU is granted a waiver from its-Fuet Clause Rate' S
the deduction of litigation expenses from the refund.

NOTICE OF ENTRY OF ORDER
PLEASE TAKE NOTICE that this Order was duly entered on the
Pursuant to SDCL 1-26-32, this Order will take effect 10 days after the-date oF e
accept delivery of the decision by the parties.

Dated at Pierre, South Dakota, this 2 =~ ﬂf’ day of June, 2000.

CERTIFICATE OF SERVICE BY ORBER OF THE C‘MM[SS;
The undersigned hereby certifies that this T

dogument has been served today upon all parties of

. tecord.im this docket, as listed on the docket service

list, by facsimile or by first class mail, in properly

addressed enyelopes, with charges prepaid thereon.

(OFFICIAL SEAL)






