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April 28,2004 

HOMESTAKE MINING COMPANY 
630 E. Summit Street 

Lead, South Dakota 57754-1700 

Pam Boarud, Executive Director 
South Dakota Public Utilities Colninission 
Capital B~~ilding, 1st floor 
400 East Capital Avenue 
Pierre, SD 75701-5070 

Re: Request for Mediation 

Dear Ms. Bollrud: 

On or about Janiiary 9, 2000, Black Hills Corporation ("Black Hills") and Homestake 
Mining Co~npany of California ("Homestake") entered into an electric sellrice agreement 
identified as Contract No. 1295 1. The purpose of the contract was to provide electric service for 
the Hoinestake property and its mine, located in Lawrence County, South Dakota. The mine is 
now in closun-e. 

Paragraph 5.5 of the colltract provides in pertinent part that if there should be a 
substantial decrease in load, the parties will renegotiate a new contract capacity, subject to the 
PUC to resolve disputes, for every 12 montll period during which the measured demand reinains 
below 8,000 kVa. 

Homestake and Black Hills have negotiated for several ~nonths to establish a new level of 
power contract capacity but have been u~nable to agsee. Homestake now requests resol~~tion of the 
dispute by the PUC. 

A copy of the complete contract is attached to this letter as Appendix A. Paragraph 5.5 
of the contract provides: 

5.5 Substantial Decrease in Load. If Homestake's System 
Demand ("Measured Deina~d") is 8,000 kVA or less during any 12 
consecu~tive months, the Contract Capacity shall be 8,000 kVA thereafter; and 
the Industrial Contract Service tariff shall no longer be applicable to 
Holnestake thereafter; and the Billing Capacity ~ ~ n d e r  the hd~tstrial Contract 
Service (Transmission Service) tariff shall no longer be applicable; and 
Hoinestake shall become subject to a tariff then in effect wllich is applicable to 
that smaller size load. After the initial 12 month period that the 8,000 kVA 
Contract Capacity is applicable, the parties shall renegotiate a new Contract 
Capacity, subject to the PUC to resolve disputes, for every subsequent 12 
month period d~~r ing  which the Measured Demand remains below 8,000 kVA. 
If, however, at any time after the Homestake service is not under the Industrial 
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Contract Service (Transmission Service) tariff and Homestake's Measured 
Demand for any three (3) consecutive months (or a period agreed to by the 
parties) is higher than 8,000 kVA, the Contract Capacity shall again be 12,500 
kVA and Homestake shall again be subject to the Industrial Contract Service 
(Transmission Service) tariff then in effect. This provision shall continue to 
be applicable to any subsequent 12-inoi~th consecutive periods of 8,000 kVA 
or less. Exhibit D to this Agreement consists of five graphs and accomnpanyiilg 
narrative which is intended to demonstrate the applicability of this Section 5.5. 

In February 2002, Homestake's demand dropped below 8,000 kVa. Homestake was 
served ~ ~ n d e r  the industrial contract service ("ICGS Tariff') until February of 2003. In February 
2003 Homestake was placed on the general service-large ("GS-L Tariffy) with a contract capacity 
established at 8,000 kVa. Service since that time has been billed at the GS-L Tariff rate. 

Ho~nestake's load has continued to decline a ~ d  Homestake expects its total load over the 
next 12 nloi~ths to average less than 1,500 kVa, with a range of between 1,000-2,000 1cVa. 

Pursuant to the terms of the contract, Homestake has repeatedly requested a new contract 
capacity from Black Hills at a level reflecting its level of actual usage. Black Hills has declined 
and insisted on a contract capacity tied to Homestalce's historic usage. 

Hoinestake respectfully requests the Coinmission intervene and call a mediation to 
attempt to establish a new contract capacity under the contract. 

The present contract is unreasonably complicated and burdensome for a project that is in 
closure with a very low load. Hoinestake has proposed to Black Hills that the existing contract be 
terminated and replaced with an agreement that reflects the mine's current status. We would 
appreciate the Commission's assistance to that end. 

Would you please advise us of dates that the Coinmission or the Commission's staff may 
be available for mediation so that we might arrange our schedules to meet. 

Very truly yours, 

Karl D. Burlce 
General Manager - Closure 
Hoinestake Mine 

Enclosure 
cc W/O Enclosure: Jim Keck 





Bob Sahr, Chair 
Gary Hanson, Vice-Chair 
Jim Burg, Commissioner 

SOUTH DAKOTA 
PUBLIC UTILITIES COMMISSION 

500 East Capitol Avenue 
Pierre, South Dakota 57501-5070 

www.state.sd.us/puc 
Consumer Hotline 

1-800-332-1782 

May 13,2004 

Karl D. Burke 
General Manager - Closure 
Homestake Mine 
630 E. Summit Street 
Lead, South Dakota 57754-1 700 

Dear Mr. Burke: 

The South Dakota Public Utilities Commission has received your request for mediation 
dated April 28, 2004 and Docket EL04-017 has been opened. As discussed with Max 
Main, representing Homestake and Jim Keck, representing Black Hills Power, 
Commission Staff would propose that each party submit to the Commission, and to the 
other party, a filing which would include; 1. A detailed explanation of the issues to be 
decided by the Commission, and 2. Any evidence andlor testimony supporting that 
position. I would propose that this information be submitted by May 28, 2004. Following 
receipt of that information, the parties could submit data requests and answers would 
be due June 11. Given a short period of time to review responses to data requests, the 
parties could then come before the Commission in a hearing type setting and present 
their arguments, followed by a Commission decision. Please understand that the above 
schedule is only a suggestion and the Commission and Staff would be open to any 
other mutually agreed to procedure Black Hills and Homestake would prefer. 

If you have any questions regarding the above, please contact me at the Commission. 

/ Dave Jacobson 

cc: Max Main 
Jim Keck 
Rolayne Wiest 



South Dakota Public Utilities Commission 
WEEKLY FILINGS 

For the Period of May 13,2004 through May 19,2004 

If you need a complete copy  of a filing faxed, overnight expressed, or mailed to  you, please contact 
Delaine Kolbo within five.business days of this report. Phone: 605-773-3201 

ELECTRIC 

EL04-017 In the Matter of the Filing by Homestake Mining Company of California 
Regarding a Request for Mediation between Homestake Mining Company 
of California and Black Hills Corporation. 

Filing by Homestake Mining Company of a request for mediation regarding determination of 
the appropriate capacity of Homestake's load for billing purposes. 

Staff Analyst: Dave Jacobson 
Staff Attorney: Rolayne Wiest 
Date Filed: 05/06/04 
Intervention Deadline: 05/28/04 

EL04-018 In the Matter of the Filing by Basin Electric Power Cooperative, Inc. 
Regarding its Notification of Intent to Apply for a Permit for an Energy 
Conversion Facility. 

The Commission has received a notification of intent to submit an application for a Permit for 
an Energy Conversion Facility from Basin Electric Power Cooperative. The Notice of Intent 
describes the proposed facility, the projected costs, a list of the chairpersons in the affected 
area, and the timeline of the project. 

Staff Analyst: Michele Farris 
Staff Attorney: Karen Cremer 
Date Filed: 0511 3104 
Intervention Deadline: 06/04/04 

EL04-019 In the Matter of the Filing by Otter Tail Power Company for Approval of 
Tariff Revisions. 

On May 19, 2004, Otter Tail Power Company filed for Commission approval Otter Tail Power 
Company's Summary List of Contracts with Deviations Sheet No. 3. Otter Tail Power is 
proposing to remove the City of South Shore from the Summary List of Contracts with 
Deviations. In support of the removal, Otter Tail has submitted a copy of the Municipal 
Service Agreement for the City of South Shore, SD. The agreement was updated because the 
old contract will expire on July 1, 2004. The new agreement does not contain any rates, 
terms, or conditions that would be considered a deviation from Otter Tail Power Company's 
tariff. 



Staff Analyst: Michele Farris 
Staff Attorney: Karen Cremer 
Date Filed: 0511 9/04 
Intervention Deadline: 06/04/04 

TELECOMMUNICATIONS 

TC04-096 In the Matter of the Filing for Approval of an Amendment to an 
lnterconnection Agreement between Qwest Corporation and DlECA 
Communications, Inc. dlbla Covad Communications Company. 

On May 17, 2004, the Commission received a filing for approval of a Commercial Line-Sharing 
Amendment to the lnterconnection Agreement between Qwest Corporation and DlECA 
Communications, Inc. dlbla Covad Communications Company. According to the parties, the 
Amendment "is made in order to add to the Agreement the terms, conditions and rates for 
Commercial Line-Sharing." Any party wishing to comment on the Amendment may do so by 
filing written comments with the Commission and the parties to the Amendment no later than 
June 7, 2004. Parties to the Amendment may file written responses to the comments no later 
than twenty days after the service of the initial comments. 

Staff Attorney: Rolayne Ailts Wiest 
Date Filed: 0511 7/04 
Initial Comments Due: 06/07/04 

You may receive this listing and other PUC publications via our website or via internet e-mail. 
You may subscribe or unsubscribe to the PUC mailing lists at http:llwww.state.sd.uslpuc 



Black Hills C m i o n  - 
Steven J. Helmers 625 Ninth Street P.O. Box 1400 
General Counsel & Rapid City, SD 57709-1400 
Corporate Secretary Telephone: (605) 721-2303 
E-mail: shelmersQ bh-corp.com FAX: (605) 721-2550 

May 26,2004 

Belle Fo~u-che, SD 5771 7 

David Jacobson 
P ~ ~ b l i c  Utilities Convnission 
Capitol Building, lSt Floor 
500 East Capitol Aven~le 
Piell-e, SD 57501-5070 

Re: Black Hills Powel; Inc. /Honzestake Mining Cornparzy 
Request for MerEintiorz 
File No: ELO4-017 

Dear Max and Dave: 

This will confilm om agreement yesterday for a11 extension of time set for the filing of 
Black Hills Power's response in this matter. We have agreed that Black Hills Power may 
file its response before the close of business ho~u-s on June 7,2004. 

Thank you for yo~lr co~lstesy in response to this request. 

Sincerely, 

BLACK HILLS CORPORATION 

Steven J. Helmers 

s JHG 
Via Facsimile and First Class Mail 



MAY-27-2004 THU 01 :21 PM BENNETT MAIN & GUBBRUD FAX NO, 16058924084 

LAW OFFICES OF 
I3ENNETT, MAlN & GUBBRUD 

A PROFESSIONAL CORPORATION 
61 8 STATE STREET 

BELLE FOURCHE, SOUTH DAKOTA 57'71 7-1489 
TEL 605.892.201 1 

MAX 5. MAIN FAX 605.8924084 
DWIGHT A, GUBBRUD EMAIL: bellelaw@bellelaw.com DONN BENNETT (RETIRED) 

1 FAX TRANSMITTAL SHEET I 

DATE: May 27,2004 TIME: 

TO: Steve Helmers FAX: 721.2550 - 
Pave Jacobson 605.773-3809 

FROM: Max Main 0 Dwight A- Gubbrud 

a Gerry Heinbaugh n Renk Anderson 0 Nikki O'Brien 

RE: OUR FlLE NO. HMC 2365.099004 

NUMBER OF PAGES TRANSMITTED (INCLUDING TRANSMITTAL SHEET); &z 6L 
IF YOU DO NOT PECEIVE ALL PAGES, PLEASE CALL (608) 892-2011 IMMEDIATELY. 

rELECOP Y OPERATOR; 

MESSAGE: 

CONFtREMlALlTY NOTE: ME INFORMATION CONTAINED IN THIS FACSIMILE MESSAGE IS LEGALLY PRI'JILEOED AND 
CONFlOENnAL INFORMATION IWENDED ONLY FOR THE USE OF THE INDIVIDUAL OR ENTITY NAMEPABCWE. IFTHE RMClllR OF THIS 
MESSAGE IS NOTTHE INTENDED RECIPIENT, YOU ARE HEREBY NOTlFlED THAT ANY U6E, DISSEMINATION, DISTRIBUTION OR COPY OF 
THlS TELECOPY IS STRICTLY PROHIBITED. IF YOU HAVE RECENEb THIS ELECOPY IN ERROR, PLEASE: IMMEDIATELY NOTIFY US BY 
TELEPHONE AND RETURN THE ORIGINAL MESWGE TO US ATTHE ADDRESS ABOVE VIATHE UNITED STATES POSTAL SERL1~CE, f HANK 
YOU. 



MAY-27-2004 THU 01:21 PM BENNETT MAIN & GUBBRUD FAX NO, 16058924084 

MAX f i r  MAIN* 

LAW ClFFlCES CIF 

BENNETT, MAIN & GGEERUD 
A PRtlFESSlbNAL CURPaRATlPN 

6 1 8 -ATE STREET 
BELLE FQURCME, St3MTH DAKOTA 577 1 7 - 1  48 '3  

TEL (61353 B S Z - Z P l  1 

Steven J. Helmers 
VIA FAX ONLY 721.2550 
Black Hills Corporation 
P O Box 1400 
Rapid City, SD 57709- 1400 

May 27,2004 

Dave Jacobson 
VIA FAX ONLY 605,773.3.UO9 
S. D. Public Utilities Commission 
Capitol Building, First Floor 
500 East Capitol Avenue 
Pierre, SD 5750 l-5OXl 

RE: Docket EL04-017, 

Dear Steve and Dave: 

In response to Steve's May 26 letter, and in confirmation of my .telephone 
messages to bath of you, Homestake will also be submitting its detailed explanation 
of the issues to be decided by the Commission, with supporting evidence, by the 
agreed-upon extension date of June 7, 2004. Based on the proposed schedule in 
Dave's May 13 letter, it would appear that the parties could thereafter submit data 
requests, with the answers due by June 2 1. 

With the foregoing schedule, i s  it possible to estimate when the matter may 
come before the Commission for hearing? The reason I ask is that I haw conflicts 
with the dates of June 30 and July 20-23. 

If there are questions, please advise. 

Sincerely, 

B E N T T ,  M A N  & GUBBRUD, P.C. 

NNIxa 
cc: Client 

Max Main 



HOMESTAKE MINING COMPANY 
630 E. Summit Street 

Lead, South Dakota 57754-1700 
605-584-GOLD (4653) 

Ms. Dave Jacobson 
South Dakota Public Utilities Coinlnission 
500 East Capitol Avenue 
Pien-e, SD 57501-5070 

Re: Docket # EL04-017 
Filing Submittal by Homestake Mining Company 

Dear Mr. Jacobson: 

P~usuant to yotu letter dated May 13, 2004, Homestake Mining Company 
("Homestake") hereby submits its position statement with supporting documents relative 
to Docket # EL04-017. A copy is also being mailed to Ms. Jim Keck of Black Hills 
Power ("Black Hills"). 

BACKGROUND 

Black Hills and Homestake entered into an Electric Power Sewice Agseement 
("Agreement"), Contract No. 12951, dated effective January 1, 2000. A copy of the 
Agseeinent is submitted herewith as Attachment No. 1. Section 5.5 of the Agreement 
provides that if Homestake's Measured Demand is 8,000 1tVA or less d~uing any 12 
consecutive months, the Contract Capacity shall then be 8,000 kVA. Beginning in 
February 2002, Hoinestalte's Meas~ued Demand did h o p  below 8,000 kVA, and it 
remained below that level for 12 consecutive months. Pursuant to the terms of Section 
5.5, the Contract Capacity therefore became 8,000 IVA as of Febsuary 2003, and it 
remained at 8,000 lcVA through January 2004. Section 5.5 goes on to provide that after 
the initial 12 month period that the 8,000 1VA Contract Capacity is applicable, "the 
parties shall renegotiate a new Contract Capacity, subject to the PUC to resolve disputes 

'7 .... 

Homestake proposes a new Contract Capacity reflective of its forecasted actual 
demands, which will be in the range of 500 to 1,500 1VA. Homestalte's Peak Electrical 
Demand Forecast is submitted herewith as Attaclunent No. 2. Black Hills proposes a 
Contract Capacity of 5,000 lVA, based on the fact that Homestake's highest one-month 
demand for the time period of February 2003 tl~sough January 2004 was 5,300 kVA. For 
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this same time period, Homestake's monthly demand averaged only 1,949 1VA. 
Homestale will never again come close to a demand level of 5,300 1VA. See 
Attachment No. 2. 

Tying Contract Capacity to historical demand levels as Black Hills proposes has 
already resulted in Homestake paying Black Hills almost $900,000 in minim~un demand 
charges, for electricity it did not use. See Attachment No. 4. For example, the 
minim~lm demand charge to Homestake for January 2004 was $35,581, when 
Homestake's total Measured Demand was only $2,879.50. See Attachment No. 6. 

SUMMARY OF ISSUES FOR MEDIATION 

Section 5.5 of the Agreement states, in part: 

If Homestake's System Demand ("Measured Demand") is 8,000 1VA or 
less during any 12 consecutive months, the Contract Capacity shall be 
8,000 kVA thereafter; and the Industrial Contract Service tariff shall no 
longer be applicable to Homestake thereafter; and the Billing Capacity 
under the Ind~lstrial Contract Service (Transmission Service) tariff shall no 
longer be applicable; and Homestake shall become s~bject  to a tariff then 
in effect which is applicable to that smaller size load. After the initial 12 
month period that the 8,000 kVA Contract Capacity is applicable, the 
parties shall renegotiate a new Contract Capacity, subject to the PUC to 
resolve disputes, for every subsequent 12 month period during which the 
Measured Demand remains below 8,000 kVA. 

1. Issue # 1 - New Contract Capacity. 

Status: The initial 12 month period that the 8,000 kVA Contract Capacity 
was applicable expired as of February 1,2004, and p ~ ~ s u a n t  to Section 5.5 
of the Agreement, Homestake and Black Hills are now to renegotiate a 
new Contract Capacity, to be effective as of February 1, 2004, s~lbject to 
mediation by the PUC if the parties are not able to agree. To date, the 
parties have been unsuccessful in renegotiating a new Contract Capacity. 
Black Hills proposes a new Contract Capacity of 5,000 kVA, based on 
Homestake's past demands. Homestake proposes a new Contract 
Capacity of 1,500 lVA, based on its forecasted actual demands as set forth 
in Attachment No. 2. 

Resolution: Homestake requests mediation by the PUC to establish a new 
Contract Capacity of 1,500 lVA, effective February 1,2004. 
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2. Issue #2 - Substation Ownership Discount. 

Status: As of February 1, 2003, when Homestake became subject to the 
GL-13 tariff pursuant to the Agreement, Homestake sl~ould have begun 
receiving a credit for the "Substation Ownership Discount" as provided in 
the GL-13 tariff. A copy of the GL-13 tariff is submitted herewith as 
Attaclmeilt No. 3. Honlestake spent approximately $7.5 MM to construct 
substations and distribution systems to enable Black Hills to supply all of 
its power to Homestake at a transmission voltage of 69 I*. Therefore, 
Homestale believes it qualifies for the discount. Black Hills refuses to 
honor the Substation Ownerslip Discount. Homestalte does not believe 
that Black Hills has the o mi lateral authority to select those portions of the 
GL- 13 tariff that sl~ould apply to the Agreement. 

Resolution: Homestalte requests mediation by the PUC to enable 
Homestake to receive the Substation Ownerslip Discount retroactive to 
February 1,2003. 

DETAILED EXPLANATION OF ISSUES 

A. Load History 

1. In September 2000, Homestake announced its decision to close the mine 
by December 3 1, 2001. This decision ultimately evoked the "Substantial 
Decrease in Load" provisions of Section 5.5 of the current Agreement. 

2. In 2000 and 2001, the Contract Capacity was 12,500 IVA, and the 
Measured Demand was approximately 14,000 to 22,000 1VA. The IC-14 
rate tariff was in effect during this period of time. 

3. In Jan~~ary 2002, production and inilling operations largely ceased at the 
mine and Measured Demand decreased significantly. The highest 
applicable Billing Capacity was based on 80% of the 12-month Average 
Billing Capacity pursuant to Paragraph 5.1.2 of the Agreement. The initial 
12-consecutive-1not1 period in which the Measured Demand was 8,000 
kVA or less was Febixary 2002 through January 2003 (Refer to Section 
5.5 of the Agreement for the coi~esponding contract language). 

4. Since Homestake's Measured Demand did not exceed 8,000 kVA fiom 
February 2002 through January 2003, the Contract Capacity was reduced 
fiom 12,500 kVA to 8,000 1VA in February 2003, pursuant to Section 5.5. 
The GL-13 rate tariff also took effect starting in February 2003. 
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5. The 12-month period from February 1, 2003 tlzrough January 3 1, 2004 
constitutes the "...initial 12-month period that the 8,000 kVA Contract 
Capacity is applicable.. . " and after which ". . .the parties shall renegotiate 
a new Contract Capacity, subject to the PUC to resolve disputes.. . ." 

B. Status of Homestake-Black Hills Negotiations 

After several months of negotiations, Homestake and Black Hills have been 
unable to resolve Issues #1 and #2. 

Issue # 1 - New Contract Capacity. Homestakeys Measured Demand averaged 
approximately 1,949 kVA in the 12-month period beginning February 1,2003. The peak 
month was April 2003, when the Measured Demand was 5,300 kVA. The Measured 
Demand was higher than 3,000 1VA in only two of the twelve months of this period. 

In Black Hills' letter to Homestake dated April 19, 2004 (Refer to Attachment 
No. 5), Black Hills states, "Our offer of a 5000 1VA Contract Capacity between February 
1, 2004 and January 31, 2005 is based on the actual peak demand measured over the 
last twelve months." (Emphasis in original). Homestake does not agree that 5,000 1VA 
is a reasonable Contract Capacity for the following reasons: 

1. In 2000 and 2001, the Contract Capacity was 12,500 lVA, which was 
approximately 70-85% of the average Measured Demand in those two 
years. Black Hills is now proposing a Contract Capacity that is 157% 
higher tllan the average Measured Demand for the 12-month period 
beginning Febnlary 1, 2003 and 742% higher than Homestake's 
actual/forecasted average Measured Demand of 594 1VA for the cument 
12-month period beginning Febn~ary 1, 2004. See Attaclment No. 2. 
Homestake believes the Contract Capacity should be comparable to the 
ratios that existed in 2000 and 2001 (i.e., approximately 70-85% of the 
Measured Demand). Homestake has attempted to negotiate a new 
Contract Capacity that approxin~ates the forecasted Meas~xed Demand for 
the cw-sent 12-month period. 

2. Black Hills states in its April 19, 2004, letter "the negotiated contract 
capacities are to be based on the peak demand meas~red during the 
previous 12-month period, not based ~ p o n  Homestake's forecast of 
requirements for the upcoming 12 month period." (Enzphasis in original). 

Homestake disagrees. The language in Section 5.5 states only that "the 
parties shall renegotiate a new Contract Capacity." There is no 
req~~irement that the new Contract Capacity "be based on the peak demand 
measured d~xing the previous 12-month period." 
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Issue # 2 - Substation Ownership Discount. At the negotiations meeting on 
Jamary 29, 2004, Homestake indicated to Black Hills that Homestake believed it should 
have been receiving a credit for the "Substation Ownership Discount" as provided for in 
the GL-13 tariff. Homestake spent approximately $7.5 MM of its own money to 
construct substations and distribution systems to enable Black Hills to supply all of its 
power to Homestake at a transmission voltage of 69 1cV. Based on the expenditure 
Homestake has made, Hoinestake believes it is eligible for the Substation Ownership 
Discount under the GL-13 tariff retroactive to Febn~ary 1, 2003. The amount of 
Substation Ownership credit due Homestake for the period February 1, 2003 through 
January 31,2004 is estimated by Homestake to be $30,712, excluding the sales tax credit. 
In addition, Homestake should continue to receive this Substation Ownership credit from 
and after Jan~~ary 3 1,2004. 

REQUEST for RELIEF 

Based on the foregoing, Homestake requests that: 

1. The new Contract Capacity under the Agreement be 1,500 kVAy effective 
February 1,2004, and that such new Contract Capacity be the determining 
factor for the new Billing Capacity under the Agreement; 

2. Homestake be awarded its Substation Ownership Discount as set fort11 
above; and 

3. It be awarded such other and further relief as may be just and equitable. 

Respectfully submitted, 

Karl D. B~r l te  
General Manager - Closure 
Homestake Mine 

cc: Max Main 
Jim Keck 
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LIST OF ATTACHMENTS 

Attachment No. Description 
1 Current Agreement dated effective January 2,2000 
2 Homestake Mine - Peak Electrical Demand Forecast 
3 General Service - Large Rate Tariff GL- 13 
4 Homestake Mine - BHP Billing Charges 
5 BHP Letter from Jim Keck to Karl Burke dated April 19, 

2004 
6 BHPYs January 2004 Billing to Homestake 
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SETTLEblEiJT STIPULATION 

On.April26, 1999, Black Hills Power and Light Compmy-("B hTL") filed w i h  the South 
Dakota Public Utilities C o d s s i o n  ( "Cohss ion")  a conridentid e!ec.tric power service 
contracr: wik5 ddeviation between itself md h e  South Dakota State Cement Plmt Commission 
("Dacotah Cement"). Tnat7conmct wi& deviation was intended to replace and supersede the 
Electric Power Service ~ g & & , e ~ r :  - ben~een the paries dated May 1, 1937, as amended by 
;t?;enc!men~ No. I to t\e I n d u s ~ a l  Conxacr: Service :%geemeor daied June 23, ! 995. 

The Staff of the Cornmission ( " S h y 1 )  and S P L ,  collectivery referred to as "Parties," 
upon the execution of h s  S t i ~ u l ~ t i ~ n ,  azee  - that this Stipdation resolves d l  issues iii this docker: 
and otherwise as addressed herein. n e  Pu ies  stipulate and agree that the Commission may 
enrer an Order consistent v,ii_-& the terms a d  conditions of -Lhis Stipulation, as set forth below: 

1. C~nfidentialiw. The terns and conditions of the conizact with deviation between 
BKPL and Dacotah Cement shall receive "confidential treament, " consiitent with the provisions 
of ARSD 20: 10: 13 :09, et sq., and consistent with the terns and conditions of the filing made by 
B W L  on April 26, 1999, except &at it coocens the Stipulation relative to the extension of the 
rate freeze identified herein, which may be made public by BHPL, the Staff, or the Comroission, 
as any of them deem it appropriate. 

2- Safety Net. In Docket EL99-001, BHPL sought the approval of a new general 
service large optional combined account billing rate schedule. In that docket, the Staff made 
significant inquiry relative to BWL1s plan to offer benefits to some of its gemrd servicc large 
account customers and the potentid impact that these reductions to its general s e ~ c e  luge  
customers may potsntialIy have on B ~ L ' s  "captive customers" and. the resulting need for a 
safety net for such captive'cwomers; BWL's residentid and sinall business customers. 
As a part of Docket No. EL99-00 1, the Order entered by the Commission specifically 

e a we to -achowledged the recornmended "cautioned aoproval" of the Cornmission Staff r I t' 
providing benefits to large customers and h e  potential impact on captive customers. In this 
docket, BHPL has proposed rate chages, ' ~ s  time for a large industrial customer, and the Staff 
h a  raised additions1 questions relarive to &e potential impact on BHPL's czptive customers a d  



rare proceeding, provide compaeson class cost of service studies for general service lvge 
customen, reflecting revenues before and d3er the Implernen~ation of the chase s  under 
EL99-001, which s a d y  was intended ro =sure t h t  BKPL was not sh i fhg  costs bemeen its 
respective classes of service for the benefit of general service large class cusromers. Tne Parries 
agez  that this n2y be construed as a general rzte proceedkg and, therefore, request that the 

4. Extension of Rate Freeze and Abevace of Fuel aid Purchased Power Adimtme~t 
T a r 5  The rate freeze entered by an Order of rhe Commission in EL95003 on Jdy  19, 1995, 
shall be eflended froln December ; 1, 1999, subject to the terms and conditions set for&. below. 

@) StaEenters into this Stipulation in the public interest and in the interest of 
BHPL1s Soutj.7 Dakota &cnic customers in order.to provide for the continued . 

protection of rate stability during the Rate Freeze Period, and Staff agrees that 
BHPL should continue to pursue and realize the benefits of those opportunities 
available to B W L  and its unregulated-affiliates and subsidiaries, to make BHPL 
more eEcient and competitive over the long term, to the benefit of BHPL1s South 
Ddcota customers. 

(c) BHTL shall not include a fuel and purchased power adjustment tariff, nor shd1 
B W L  make any application to reinstate a he1 and purchased power adjustment . 

t2sib to t&s effect prior to January 1,2005; however, in the event an 
E ~ b 0 r d i n a - y  Event arises, this restriction shall not apply, subject to the terms 

. and conditions of the Extiaordinary Event. 

(d) In consideration for the commitment to forgo the fuel and purchased power 
adjustment t ~ f f ,  except as otherwise provided herein, and consistent with the 
Order Approving Seri-ement Ascement and Lhat certain Settlement Stipulation in 



-- 
k~95-QO3, B EyL shall condnue to re** ~&lout  a d j m e x  to rztes char;rgeri to 
its SOIL& D&ot3. cusxoners d l  reveeues and b e ~ f i ~  realized by it 60rn the sale 
of  wholes& canx iq  and ez.ergy, inc!uChg, w i h u ~  h t ~ ~ o n ,  sales to iMDU for 
i s  Sheridan, ~y0-u l o d  md any ant! d orher sales of wholesale cqacity or 
energy by BWL. B W L  may effect a transfer and/c-r ~s ignment  of aoy right 
wbkh B W L  h a  in my sale of whoIesak ca~acity 2nd ezergy, including, wirhout 
limitaiion, sales to hDU for its Sheridan, W y o h g  load, sales to the Ciry of 
Gillene, Wyoming, or any other sde  of wholesale cz?aciry or energy without a 
review of the considerxion, if any, bemeen BHPL and any affiliate or subsidiary 
of B lack Hills Corporarion, subject to the Staff md Commission reviewing the 
reasonableness and prudency of such actions in any subszquent general rate 
proceedin,a w ~ c h  is initi&ed with the intent to raise or reduce ~ t e s  when 
compared to those h eEect as a result of th~s  Stipulation. This provision shall 
continue to anply to BWL's tariEs until modized by a lawful Oraer of &e 
Comnission. 

(e) BHF'L has in&ated that during the h t e  Freeze Period, it may enter into power 
purchae pansactions or power resource transfers with its af51iated exempt 
wholesde generator ("EWG"), as defmed and regdared in Szction 32(k) of h e  
PubIic Utility Holding Conpany Act ("Act"), %id for ihe purposes of h e  Act, 
Siaff m d  8aTL agec i&ai the Cornmission h2s suf~ciem regula~oqf z u h o r i ~ ,  
resources, aqd acc2s.s to rhe books "and records of B W L  a d  ics asociatzs, 
~5- i ia tcs ,  m-d subsidiaries to exercisc its duties under ~ 'ae refzrenced provisions of 
the Acr. Staff and B W L  agiee that Staff and Commission nay  review the 
reasonableness and pruaency of such purchases between BHPL and i~ a l i a r e d  
EWG in any general raa proceding which is initiated with the intent to raise or 
reduce rates when compared to hose in eEect as a result of this Stipulation. 

. . 

(f) h Emaordinary Event is the occurrence of one of those items enumerated 
below: 

New fzderal, state or locd governmental requirements or 
governmental charges, including, but not limited to, income taxes, 
taxes or charges imposed on energy, emissions, environmental 
ex~analities or reclamation obligations, imposed after Januarj 1, 
2000, upon BiEPL or Wyodak R=ources Development Corp. that 
project to cause BHPL's cost of service to its South Dakota 
customers to increase in a material amount. Increases in the cost of 
service of less than ~2,000,000 will be presumed not to be m a t e d  
for the purposes of this paragraph. 

(2) Forced outages, caused by an act of nature or criminal activity or 
resulting from fire or explosion from any cause, occurring to 6 0 ~ 5  



(3) Forced outage o c c ~ g  to eirher the Wyodak P l a t  or 
NS $2 whch has continued for a period of three m~nth ,~  
and is projected to be nine months or more. 

(4) Tne Consumers Price Index, -All Urban, as compiled by the United 
Sates Deparment of Labor increases to a monrtrly rate for six 
comecutive months which if continuing for the following six 
months would resdt in a 10 percznr: or more a n n d  inrlauon rate. 

(5) The loss of a South Dakota customer or revenue from a existing - 
South Dakota customer that, ifprojected, would result in a loss of 
revcnrle to BE'L of S2,000,000 or more during any 12-month 
period. , 

(6 )  If BWL's cost of cod to its South Dakota customers incr~ases md 
. . is projected to increasc by more than S2,000,000 over the! cost for 
. .the mosi recenr cdendv ye=. 

(7) E I e c ~ c  deregda~on a a ies;dt of eirher f~deia l  or sMe iiimdatc 
which allows my customer of B W L  to choose its provider of 
~Iectj-jciry zt any- time during the Rate Freeze Period. 

(,o) BH?L represents b z t  d u r i ~ g  the Rate Freeze Period it will not purchase fuel a d  
electric power which will be intentiondy priced artificially low during the Rate 
Freeze Period and artificially high following the Rzte Ereeze Period, with the 
result that cutome& foll'owing the Rate Freeze Period wodd  be subsidizing 
power corn  of customers during the Rate Freeze Period. 

5. Reduction in Taxes TJu-rin? Rate Freeze Period. 

If any material reduction in federal, state, or local taxes occurs which is projected to 
materially reduce BHPLYs cost of service for its South Dakota customers, the Commission shall 
have the right in its discretion to rnodi& the stipulation to adjust the rates to reflect the tax 
changes. Decreases in the cost of service of less than % 1.,000,000 would be presumed not to be 
materid for purposes of this paragraph. 

6. General Conditions. 

(a) Except for ratsmd&g principles set forth herein, this Stipulation shdl not 
be deemed to constitute any precedential value after the Rate Freeze 



' (b) The approval of-his Stipulation by the C~ammission shall nor b my 
respect constitute a determination by the Ccmaission as to the merits of 
any allegations or contentions made in this proceeding. 

(c) The Stipulation is expressly condidoned upon the Commission's 
acceptance of dl the provisions hereof, wirhout c l h g e  or a condition 
which is unacceptable to any Party. 

(d) Discussions m n z  B K P ~  and S M  which produced this Stipdation have 
been conducted with the cus to rnq  understvlding that aU offzrs 0 f 
settlement and discussions relating thereto are privileged and shall not be 
used in any m-er in connecrion with this proceeding or otherwise, 
except as required by law. . 

(5) This Stipuiation includes dl terms of Settlement and is sxbrnitted on the 
condition that in h e  event  he Commission imposes my chmge in or 
coidiiion to &is Stipuiation ~ h i c h  IS maccepiztble io any Party, this 
~ i i~u l a t i on  shall be deraed WlrfiGi.~~ and she11 nor consdmte m y  pur of 
the record '1 i j s  proc,-eding or any orher procteding fior be 11~ed for 
other purpose. 

(3 This Stipula~on shdl  be binding upon the paties hereto a d  upon their 
rcspecuve successors, assigns, agents and representztives. 

(2) It is understood that Staff snters into this Stipulation for the benefit of 
BHPL's South Dakota customers af5ected hereby mc! in the public interest; 

7. Statement R. For informationaI purposes, BHPL shall continue to make annual 
filings with the Commission of the Statement R computation as presented in Docket EL95-003 to 
monitor earnings derived from affiIiated coal sales to B W L .  

8. C~mrnission A~uroval. Each of the Parties request the Commissiori to enter its 
order approving this Stipulation and gr,rant the waiver requested in paragraph 3. Failure of the 
Commission to enter such order shall cause this Stipulation to become null and void. 





C Q N r n C T  WIT'+ 
D EVUTONS, WAIVING A 

C U S S  CQST OF SE3VlCE 
STUDY AND AFFFTOVTNG A 

CONDITIONAL RAE 
FREEZE 
EL99405 . 

Or\ Aqi i  26, 1%9, the Public Utiiiiies ~crnrn iss ion  (Commission) received a fiiing by 
Bla& Hills Fower and Light Company (BHPL) for apprsval of. a contract with deviations with 
the S o u t h  Dzkotz S G t e  Cement P l a t  Commissian dlbla Damtah Cement (Dacohh). The 
C ~ n b c t  sat ,E-;SS far e(e&cal servie fur an approxirnzte five year period subject to several 
conditiom. BHFL filed the fcllowing tariff sneets for Commission approvzl: 

a. 

Becase t j 7 ~  C~mmjssion Order in Docket EL%-301 provided far a c3r;ipzrison class 
cast d servicz study for gene rd  sewice lage cus iom~rs  reflecting revenues  before znd after 
the implsment~3on of me tzr5 dianges under Docket E L S d O l  in BHPCs next general rzte 
p r c c ~ e d i n ~ ,  ccmmissi& and BHPL entered into a stipulation to rques:  the wsiver af 
Ihst r ecz i r smen t  ts the stjpuiztian and accornpanyin~ rsto freezs could b e  construed ss a 
Genera! fete pracssbing- 

Sesar;dly, Ccmmijsion Stzff and BHPL stipulat~@ to an ext~nsian of the mte freeze 
ordered  in Dackat EL95403 for a period between January 1, 2000, through Dec~mber 31, 
2004, subject to cer'iain conditions. 

On J u n e  22. 1890, zt iis reauiady sdieduled meeting. the Comrnis~ian considered the 
request far zpprovsl of the Contra2 with Deviations, the r q u e s t  for waiver af the requiwrnent 
for a c ~ n p e r i r o n  c!zss cost ssrvici. study for general service k r g e  cus:anets, and for 
approval of the stipulation extending [he conditionai rate freeze 2s described above. 
Ccnmis~ion St&? sled a Stzff riccnrnendiicn which recommended approvzl o i  the C O ~ ~ Y Z C ~  
with Devis~ions, the waivsr and the stipulation descriced ebavs. BHPL zppearod 2s a 
proponent cf these items. 



Tine Commission finds it hzs ju&dic$cn over This m-zkr punuant to  SO& 49- 
344, specin'caliy, 49-3444, AWA43, 49-34A-10, and 49-34A-11. Funher, the Cornmission 
finds that BHP t 's request far  approval of a Conirzcl YM'm oeviaiicns is just a d  reasonstb[e 
and shall be rpproued. The requested waiver of the class mst of ssrvice study shall be 
appravd.  The Stipuistjon beween Commission Sbf f  a d  BHPL is just and feasonabIe and 
shall be zpproved. As the Commission's final decision in this nstter, it. is therefore 

ORDERED, #2t the request seeking approval of a Cantnct wiih Deviztions is in tne 
public interest and is hereby granted. It is further 

ORDERED, that the above-reierencsd taM sheets are effective for semi= rendered 
on and afler the d a t ~  of this Order. It is f~rtt7ef 

ORDERED, that the request for waiver of the requirement far z comparison class cost 
of servics siuay fcr genera/ semi= large customers, reflect-ng revenues before and after the 
implementation of thetariff changes under Do&& EL99-001, which study was intended to 
assure that RHPL was nat shifting cosis between its respedive classes of service for U7e 
benefit of general service large clrss customers is granted. It is further 

ORDERED, #at the Stipulation between Cammission Staff and BHPL setting forth the  
cznditians a i  a rzte frGzs' is qqx-cved and is inmrpcrated by reference the same as if it wes 
fully recited herein. It is further 

ORDEREO, that this Order shzll be efiedive on the dzte of issilance. 

Dzted at Pierre, South Dakota, tnis d gd day of June, 1999. 

Tha mdersigned hereby -&s Mat this dcwrnent 
has  k n  served tDday upon all panls af r d  in lhiS 
k h e t  as Ik;& on me dbcket service la. by facsirnfle 
at L-1 fkS dass md,  in properly addressed envelopes. 

(CFFIC!AL SEAL) 

BY ORDER OF THE COMMISS 
n f-7 







PUBLIC UTILITIES COMMISSION OF SOUTH DAKOTA 

GENERAL SERVICE - LARGE EitATE NO. GL-13 (T) 
Page 1 of 3 

AVAILABLE 

A t  points on the Company's existing transmission and 
distribution facilities supplied by its interconnected 
transmission system within Butte, Custer ,  Fa l l  R i v e r ,  Lawrence, 
Meade, and ~ e n n i n g t o n  counties of South D d k o t a .  

To large power users for their entire electric service 
requirements supplied at one point of delivery and who agree to 
a ~ i l l i n g  Capacity of 125  kilovolt-amperes (kVA) or more. This 
schedule is not  applicable for .temporary, standby, 
supplementary, emergency, resale, or shared service. 

CHARACTER OF SERVICE 

~ltenIating current, 60 h e r t z ,  three phase, a t  a single standard 
utilization voltage most available to the lacation of the 
cus torner . 

NET MONTHLY BILL 
Rate 

Capacity Charue - On Peak 
$900.00 for the first 125 kVA or less of Billing Capacity 
$ 5.75 for each additional kVA of Billing Capacity 

Capacity Charge - Off Peak 
Customers having .a Contract Capacity of 250 kVA or greater 
may elect to receive Off-Peak service of up to 1.5 t i m e s  
their Billing Capacity a t  no additional capacity charge 
abbve the On-Peak' Capacity Charge. OffLPeak Serwice  grea te r  
than 1.5.times Billing Capacity will be charged at regular  
rates and appliedin det'ermination of' Bil l ing,Capaci ty .  

Enerw Charqe , 
4 . 3 7 $  per kWh for  the first 50,000 kwh 
4..27+, per. kWh fo r .  the .next. 4.50., 000 kWli 
3.998 per  kWh.for each additional kWh 

Minimum 
The Capacity Charge b u t  not  less than $2.00 per kVA Limes  the 
highest  Billing Capacity applicable in the twelve months 
errding with and irrclucling the current month, plus any tax 
adjustment . 

DATE FILED : June 2 0, 1 9  9 5 EFFECTIVE DATE: For service on and 
after August 1, 1995 

ISSUER BY : 



PWELIC UTILITIES COMMISSIORi OF SOGTH DAKOTA 

GEhElUL SERVICE - LARGE RATE NO. GL-13 ( T )  
Page 2 of 3 

BILLING - CAPACITY 

period of maxim& use during the month determined by 
dividing the maximum capacity in kilowatts (kwl by the 
power factor .  

) EigQ,$y percent of the highest Billing Capacity in any 
i, of the preceding eleven months. 
c. Eighty percent of the Contract Capacity as stated in 

the ~ l e c t r i c  Service Agreement. 

The Billing Capacity in any month shall be the highest of the 
following: 
a. The kilovolt -ampere (kMA) load durinq the f if keen-minute 

The power factor will be determined at the Company's option by a 
test of not less than fifteen-minute duration under conditions 
which the Company determines to be normal or by permanent 
measurement. The power factor is defined to be the quotient 
obtained by dividing the kilowatlt-hours used during the test . 
period by the square root of the sum of the squares of the 
kilowatt -hours used and the lagging reactive kilovolt - ampere - 
hpurs supplied during the same period. Any leading ki lovol t -  
ampere-hours supplied during the period will not be ctinsrdered. 

Should the customer7s measured Billing Capacity exceed the 
current Contract Capacity during three ( 3 )  or more Silling 
months in any calendar year, a new Contract Capacity equal 
to the  average of the three (31 highest measured Billing 
Capacities during the year will be established and the customer 
will be notified in writing prior to implementation. 

SUBSTATION O W R S H I P  DISCOUNT 

Customers who furnish and maintain a transformer substation with 
controlling and protective equipment, with the exception of 
metering equipment, for the purpose of transforming service from 
the Company's most available transmission voltage (47,000 volts 
and above) or primary distribution voltage (2,400 volts to 
24,900 volts) to the customer's utilization voltages, shall 
receive a monthly credit of $0.25 per kVA of ~illing Capacity 
for transmission service and $0.15 per LVA of Billing Capacity 
for primary distribution s e n i c e .  

DATE FILED: June 20, 1995 EFFECTJVE DATE: For service on and 
after August 1, 1995 

ISSUED BY: 
Kyle D .  White 
Rates and  ema and - Side Managmen t 



P U 7 L I C  UTILITIES ' COMMISSION OF' SOUTH' DAKOTA 

BLACK HILLS POWER PJUL) LIGXT COMPANY SECTION NO. 3 
RAPID CITY, S3UTH DAKOTA NIh"fH REVISED SHEET NO. 1 3  
BILLING COOES 21 Ik"v'i) 30 REPLACZS EIGETH REVISED S-aET NO. 1 3  

GENEmL SERVICE - LARGE RATE NO. GL-13 IT)  
Page 3 of 3 

~ e t  monthly b i l l s  a r e  due and payable twenty days from the d a t e  
of t h e  b i l l ,  and a f te r  that date the account becomes de l inquen t .  
A late payment charge of 1,5% on the current unpaid balance 
s h a l l  apply to delinquent accounts. A nonsuff ic ient  funds  ( T )  
check charge of $15 -00 shall apply for returned checks.  I f  ( I )  
a b i l l  is not  pa id ,  t h e  Company s h a l l  have the  r i g h t  . to  suspend 
service,  providing ten days w r i t t e n  notice of such suspens ion  
h a s  been given.  When s e r v i c e  i s  suspended f o r  nonpayment of a 
bill, a Customer Service Charge w i l l  apply. (TI 

11 CONTRACT PERIOD,, 

A period of n o t  l e s s  than t h r e e  years and i f  not then ( C )  
terminated by a t  l e a s t  two years  p r i o r  wr i t t en  no t i ce  by 
e i t h e r  pa r ty ,  s h a l l  continue u n t i l  so terminated. Where 

J 
service i s  be ing i n i t i a t e d  or  enlarged and requires s p e c i a l  
investment on the p a r t  of t h e  Company, a longer per iod  may be 
required and s h a l l  b e  as s t a t e d  i n  the E l e c t r i c  Service Agreement. 

1, Service: provicfed he rn rnder  s h a l l  be on a continucus basis. 
If service i s  discontinued and then res~amed within twzlve 
months a£ ter service wzs f i r s t  discontinued, the  customer 
s h a l l  pay a l l  charges t h a t  would have been b i l l e d  i f  serv ice  
had not been discontinued.  

2. Service w i l l  be rendered under the  Company's General Rules 
and Regula t ions  . 

TAX ADJUSTMENT 
I 

B i l l s  computed under the  above r a t e  s h a l l  be adjusted by the ICI 
appl icable  p ropor t iona te  p a r t  of any impost, assessment o r  charge 

-imposed o r  l e v i e d  by any governmental au thor i ty  a s  a result of laws 
or ordinances enacted,  which is  assessed o r  levied  on the b a s i s  of 
revenue for e l e c t r i c  energy o r  s e r v i c e  so ld ,  and/or t h e  volume of 
energy generated and s o l d .  

3 -  Notice w i l l  be provided de f in ing  On-Peak hours and a t h i r t y  
days written notice will be provided of .any change i n  O n - P e a k  
hours. 

DATE FILED: June 2 0, 1 9  9 5 EFFISCTTVE DATE: For service on and 
a£ ter August 1, 1 9 9 5  

ISSUED BY: 



Jim Keck 
Energy Services Engineer 
jvkeck@blackhillspower.com 

April 19,2004 

Icarl Burke 
General Manager 
Homestake Mining Company 
63 0 E. Summit Street 
Lead, SD 57754 

Subject: Contract Capacity Revision - Contract #I295 1 

Dear Karl, 

This letter is in response to the conversation I had with Steve Mitchell, where Steve 
indicated that Homestake is not willing to pay any additional minimum demand charges going 
forward. Black Hills Power stands finn on our offer to Homestake for a 5,000 INA contract 
capacity for the upcoming year (Feb. 1,2004 - Jan. 31,2005) and here are the reasons why: 

Our offer of a 5000 kVA contract capacity between February 1,2004 and January 
3 1,2005 is based on the actual peak demand measured over the last 12 months. 
The minimum billed demand .for this contract year will be SO% of the contract 
capacity or 4,000 kVA. 

Homestake used 5,300 kVA during its peak month last year. Black Hills Power has - 

and is providing, in effect, standby service for the Homestake Hydros (another 3 to 
5 MW). h addition, the Contract provides for significant relief to Homestake, in 
not ratcheting off of this actual demand, beyond the 12-month billing period in 
which it occurred. Ethe actual demand was allowed to ratchet down at a rate of 
20% per year, Homestake would end up paying an additional $450,000 in 
minimum demand charges, based on a 5000 kVA contract capacity in 2004 and a 
1000 lcVA contract capacity from 2005-2009. 

The graphs and associated explanations in the contract demonstrate that the 
negotiated contract capacities are to be based on the peak demand measured during 
the previous 12-month period, not based upon Homestake's forecast of 
requirements for the upcoming 12 month period. 

a Steve had indicated that he believed tlxs year's negotiation would be the final 
contract capacity for the remainder of the Contract. This is not true. The contract 
capacity will be negotiated for each remaining 12-month period, based on the 

409 Deadwood Avenue PO Box 1400 m Rapid City, South Dakota 57709 w.blackhiIlspower.com 
ATTAC-YT 5 



preceding 12-month billing period, for the term of the Contract. TIerefore, if 
Homestake's actual peak demand during the current year is 1000 kVA, for 
example, then next year's contract capacitjr will drop froin 5000 kVA to 1 000 kVA 
and the minimum billed demand would be 800 kVA. 

The billed demand will not ratchet off of minimum billed demands that occurred 
before the effective date of a new contract capacity. This allows Homestake to 
avoid minimum billed demands of 5120 kVA for the new 12 month billing period. 

In addition to the major concessions made by Black Hills Power in the event of a 
mine closure, Homestake received a special rate discount of over $600,000 as a 
result of the tenns of the current contract. The discount was negotiated to assist 
Homestake in keeping the mine open. The announcement of the mine closure came 
only 9 months afier the 10-year contract became effective. 

As a result of the failure to negotiate a replacement contract capacity, the contract capacity 
for this year remains at 8,000 kVA as specified in Section 5.5 of our agreement and will be billed 
at ths  level until a replacement contract capacity has been put into effect. 

Karl, I trust Homestake will reconsider Black Hills Power's offer. If not, I suggest 
Homestake submit its dispute to the South Dakota Public Utilities Commission for resolution. 

Sincerely, 

Jim Keck 

xc: Kyle White - BHP 



Customer Account Number 
20-04-05691 1 -O2 

HORilESTAKE MINING CO. 
do Wmne Coc%m 
630 ~ ~ u r n r n i t  PO Box 1440 
Lead, SD 57754 Rapid Cty, SD 5709-1440 
FaxNumber: 1-605-5-5 

- 4 

Date of Bin Due Date Sefvice from: 
212/2,004 2/2212004 01101ib to 02101104 

Rate Scheduie Meter # Cpntract 3 
GL-13 - 99893 '12951 - 

Enem Use 

indicated kW (1430,1/231C4) 
Power Factor 
Metered Capadiy-kYA 

Ind~cated W (I:&. .1/416j) 
Power Factor 
Metered Capacity-kYA 
L s s :  150% of On-Peak 

Additional Capacity 

E n e w  Chame: 

Enem Purchase Credit 

On-Peak 
340.0 
1 .ooo 

' 340.0 

: 1) M e t e r e d  Capcity-kWA= 450.3 
2) Contrast Capacity @ 80% 

8 , ~ 0  x BQ% = S,4QB.Q 
3) Past -I I months peak kYA 

6,400.0 x 80% = 5,12!l3.8 
(Eeginning Februarj 2CQ3) 

BiIling Capam (WA): s#a.D 

Billing Capacity Meiersd Capacity Additional Min. Demand 
6,400.0 450-0 ~ , s s ~ . n  

x Cau Chams 
$ 2.768-75 

x 4%tax x 4%'& 

$ 1,479.25 $ 1 10-75 

kVA @ $ 900.00 = $ : 900.C:O 
kVA @ $ 5.75 per kVR' 8 36,08125 
kwh @ $ 0.0437 per kWh = $ 1 2.1 85.00 
kwh @ $ 0.0427 per kwh = $ : 1,621 .' 1 
kwh @ $ 0.0399 per kwh = 5 f - 
kwh@ $ (0.02)perkWh=$ ' .(15.00) 



Black Hills Corporation 
Kyle D. White 625 Ninth Street P.o. Box 1400 
Vice President Rapid City, SD 57709-1400 
Corporate Affairs P (605) 721 -231 3 
E-mail: kwhiteQ bh-corp.com June 7,2004 F (605) 721-2599 

BY FACSIMILE 605-773-3809 
Pam Boiu-ud, Executive Director 
South Dakota Public Utilities Commission 
500 East Capitol Avenu~e 
Pierre, South Dakota 57501-5070 

Re: Docket No. EL04-017 

Dear Ms. Bonr~ld: 

Thank you for the opportunity to respond to Homestake Milling Company's 
("Homestake") request for mediation by the South Dakota Public Utilities Commission 
(the ccCommission"). Before I address the issue that is before the Commission, I would 
like to clarify Homestake's request to the Commission for mediation. The Electric Power 
Service Agreement (the "Agreement") actually provides that the parties shall renegotiate 
a new Contract Capacity, "subject to the PUC to resolve disputes." In as much, we are 
proceeding in accordance with the Commissions' complaint resolution processes. I also 
think it is impoi-tant to provide a brief hstory of the negotiations of the Agreement. 

History 

In late 1999 and early 2000, Black Hills Power, Inc. ("Black Hills") and 
Homestake negotiated a long term ten year agreement. The Agreement had many 
deviations from the standard terms of Black Hills' Industrial Contract Service tariff 
approved by the Conmission. Consequently, the Agreement was filed as a contract with 
deviations and approved by the Commission in docket no. EL00-008. 

During the negotiations, Homestakeys main focus was to obtain significant rate 
concessions from Black Hills that were supportive of keeping the mine open. Homestake 
also requested the inclusion of provisions that would address a substantial decrease in its 
electricity requirements due to changing operations at the gold mine. An important part 
of this request was the ability to estimate the costs associated with the lower electricity 
purchases thereby allowing a comparison of the phase-out charges with the significant 
discounts agreed to by Black Hills. After lengthy negotiations and considerable 
allowances on the part of Black Hills, the Agreement provided this balance. In return for 
the substantial rate concessions that would allow the mine to continue to operate, Black 
Hills requested a long term agreement so that it would have a stable revenue source to 
make up for the significant rate reductions given Homestake. 



Surprisingly, less than nine months after the Agreement was executed by the 
parties, and less than four months after it was approved by the Commission, Homestake 
gave notice of the closme of the mine. To Black Hills' detriment, t h s  has resulted in 
significantly lower electricity purchases than had been expected based upon the parties' 
negotiations. As noted herein, Black Hills has made a good faith effort to negotiate a fair 
and reasonable solution. In fact, our offer was significantly better than the strict 
requirements of the Agreement. Homestake's approach, on the other hand, has been to 
ignore the terms of the Agreement, as well as the manner in whch Black Hills, and the 
public utility industry as a whole, does business. 

Issue 

The issue is whether Homestake should be allowed to forecast its "expected" 
electricity use and make payments based upon tlis "expected" use. Homestake believes 
that it should be allowed to consider only "expected" capacity requirements in the near 
term and ignore previous capacity req~lirements. However, this approach is inconsistent 
with (1) the Agreement; (2) the parties' past practices, (3) billing capacity principles of 
all Black Hills' service tariffs applicable to industrial loads of this size; and (4) customs 
in the ~h l i t y  industry. 

The Agreement 

Parties' Intent 

I was involved in the parties' negotiations of the Agreement, including the terms 
of paragraph 5.5. The parties' intent in drafting paragraph 5.5 was to: 

(0 limit the charges that could result fi-om the use of a Billing Capacity 
ratchet in the Industrial Contract Service and General Service - Large 
tariffs; 

(ii) address reductions in measured demand; 
(iii) specify new conditions for determining capacity charges by reviewing 

the previous twelve (12) months usage ("'Ratchet"); and 
(iv) require the parties to negotiate a new Contract Capacity annually. 

Due to the unusual conditions associated with the mine's operations, the Ratchet 
was modified fi-om the provisions included in the tariffs to allow Homestake to avoid 
ratchets based upon previous Billing Capacities. Please note that the Agreement does 
not, however, except the use of ratchets altogether. Also, Contract Capacity was 
substituted for the Billing Capacity ratchet that is provided for in the tariff. Therefore, in 
negotiating the new Contract Capacity, the actual measured monthly demands during the 
prior twelve months are one of the primary considerations for establishing the minim~~m 
Billing Capacity for the next Contract Capacity year. 



With that said, a strict reading of the Agreement supports an outcome that neither 
party contemplated as it would substantially increase the charges that Black Hills can 
include in its billings to Homestake. 

Application of the Paragraph 5.5 to the Current Situation 

Homestake's System Demand ("Measured Demand") has been less than 8,000 
1VA during any 12 consecutive months. Accordingly, paragraph 5.5 required that: 

1. the Contract Capacity be changed to 8,000 kVA; 
2. the Industrial Contract Service tariff, and the Billing Capacity under the 

Industrial Service tariff, no longer applies; and 
3. Hoinestake is now subject to the "tariff then in effect" that was applicable 

to the smaller size load, which is the General Service Large tariff. 

Once paragraph 5.5 was implemented, the Agreement does not further invalidate 
or modify the tariff charges or conditions. Accordingly, the provisions of the General 
Service Large tariff, including the Billing Capacity provisions, must be followed. The 
relevant part of General Service Large tariff provides: 

BILLING CAPACITY 

The Billing Capacity in any month shall be the highest of the following: 
a. The kilovolt-ampere (kVA) load during the fifteen-minute period 

of maximum use during the month determined by dividing the 
maximum capacity in kilowatts (kW) by the power factor. 

b. Eighty percent of the highest Billing Capacity in any of the 
preceding eleven months. 

c. Eighty percent of the Contract Capacity as stated in the Electric 
Service Agreement. 

Should the customer's measured Billing Capacity exceed the current 
Contract Capacity during three (3) or more billing months in any calendar 
year, a new Contract Capacity equal to the average of the three (3) highest 
measmed Billing Capacities d~uing the year will be established and the 
customer will be notified in writing prior to implementation. 

Based upon a strict reading of the Agreement and the General Service Large 
tariff, the Billing Capacity should now be 5,1201cVA, wlich is eighty percent of the 
highest Billing Capacity (6,4001VA) in any of the preceding eleven months. 
Homestake's position has been that the Agreement acted to remove both subsections a. 
and b. fioin the determination of Billing Capacity provisions under the General Service 
Large tariff. If we were to follow this illogical interpretation, after the first year of using 
an 8,000 kVA Contract Capacity only the "expected" demands should be used for 
purposes of determining the appropriate rate. Not only was this not the parties' intent, it 
is sometling that no other Industrial Contract Service or General Service Large customer 



has the benefit of. It is a practice that has never been used in Homestake's previous 
billings. And it is contrary to utility industry customs. 

Hypothetical Graphs Do Not Accurately Reflect the Actual Shutdown 

The five graphs and accompanying narratives were included to demonstrate the 
applicability of Section 5.5 of the Agreement. As noted very clearly in the Agreement 
and the narratives, the graphs were hypothetical. Further, the graphs do not accurately 
match the actual shutdown of the operations and related reductions in electricity 
requirements that have occurred. The graphs assume that the reduced demand dropped 
instantaneously and remained flat at the lower level; however, this has not occurred. The 
challenge at the time we were negotiating the Agreement was that only the periods prior 
to Homestake qualifying for a new "most applicable tariff' and reduced Contract 
Capacity and Billing Capacities could be accurately represented. Because the 2,000 kVA 
was a l~ypothetical only and not an actual "negotiated" usage, no tariff was or could have 
been ass~uned for the "after" period. In fact, at one point, a draft of the Agreement and 
the graphs included a specific reference to the applicability of Black Hills' General 
Service Large tariff; however, the references were removed at Homestake's specific 
request as they wanted to be able to avail themselves of a better tariff should one be 
approved at a later time. 

Conclusion 

Annual renegotiation of the Contract Capacity was a compromise designed to 
recognize the interests of both parties. One of the chief goals of the negotiations was to 
derive a method that allowed a compromise with regard to Contract Capacity and Billing 
Capacity minimums. Due to the ~mcertainty of future mining operations and electric 
power service tariffs, the parties determined that an annual Contract Capacity 
renegotiation would provide greater flexibility and more equitable results. 

The Billing Capacity provisions of the tariffs applicable to large customers 
include minimums in order to ensure at least partial recovery of the significant fixed costs 
that can be incurred to meet large customer's needs for electricity (generation, purchased 
power, transmission and distribution costs). Without these provisions, these costs will 
become the responsibility of our other customers when large customers significantly (and 
unexpectedly) reduce their loads. 

If the intent of the parties was to accept the provisions of the General Service 
Large tariff as the most applicable tariff, then the reduction of the Contract Capacity is 
critical to allow the Billing Capacity to trend downward toward the lower measured 
demands. Without a reduction in Contract Capacity, the minimum Billing Capacity for 
the remainder of the agreement would be 6,400 BVA, which is most consistent with the 
language of the Agreement, as well as being the most appropriate for a customer that was 
purchasing nearly six million dollars ($6,000,000.00) in electricity at the time the 
contract was signed. 



To put this matter into perspective, five years ago when we were negotiating the 
agreement it had a contracted value of $35,000,000 in electricity sales over ten years. 
Instead, we now hope that the contract will reach $12,000,000 in value. Homestake 
demanded two things from the new agreement; near term rate discounts, and savings in 
the long-term if loads significantly decreased. In the near term, they received rate 
discounts of over $610,000 while paying capacity minimums of $775,000, which were 
offset by the sale to Black Hills of Homestake's hydroelectric generation in the amount of 
$53,000. In addition, for nearly ten years Homestake has enjoyed the benefits of a rate 
freeze that kept its price of electricity constant when prices were fluctuating wildly. Not 
that long ago, Homestake was our largest customer at thu2y-two megawatts. At the time 
the Agreement was signed, Homestake was still our largest customer at twenty 
megawatts. Today, its load will range from zero to possibly two megawatts. For this 
s~ubstantial decrease in load they have paid a little more than $100,000 in phase-out 
capacity charges. 

Om proposal to Homestake was to set the Contract Capacity at a level that would 
pay Black Hills approximately $200,000 this year and the subsequent year's contract 
capacities would be based on this year's loads. This was significantly lower than the 
amount Black Hills was entitled to demand under the Agreement and was made in good 
faith. However, even this reasonable suggestion was rejected by Homestake. 

We appreciate the oppoi-hmity to respond and look forward to meeting with you. 
In the meantime, please feel free to contact me should you have any questions regarding 
our position. 

cc: Steve Helmers 
Jim Keck 
Max Main 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE FILING BY ) ORDER FORAND NOTICE 
HOMESTAKE MINING COMPANY OF ) OF HEARING 
CALIFORNIA REGARDING A REQUEST FOR ) 
MEDIATION BETWEEN HOMESTAKE MINING ) EL04-017 
COMPANY OF CALIFORNIA AND BLACK ) 
HILLS CORPORATION 1 

On May 6, 2004, the Public Utilities Commission (Commission) received a filing by 
Homestake Mining Company of California (Homestake) of a Request for Mediation 
between Homestake and Black Hills Corporation d/b/a Black Hills Power and Light 
Company (Black Hills). The filing requests "resolution" by the Commission of the dispute 
which has arisen in the course of the parties' efforts to renegotiate the Contract Capacity 
under Paragraph 5.5, "Substantial Decrease in Load," of the Electric Power Service 
Agreement between Homestake and Black Hills. By stipulation of the parties, the date for 
Black Hills to file a response to Homestake's Request for Mediation was June 7, 2004, and 
on June 7, 2004, Black Hills filed its response in this matter. On June 7, 2004, Homestake 
also filed a submittal which included an additional claim that it was entitled to the 
Substation Ownership Discount under Black Hills's filed Rate No. GL-13. 

The Commission finds that it has jurisdiction over this matter pursuant to SDCL 
Chapters 1-26 and 49-34A, specifically, 49-34A-4, 49-34A-6, 49-34A-8, 49-34A-8.3, 49- 
34A-10, 49-34A-11, 49-34A-26 and 49-34A-27 and ARSD Chapter 20: 10:Ol and 20: 1 0: 1 3, 
particularly 20: 10: 13:09 and 20: 10: 13: 10. 

A hearing shall be held on July 19, 2004, beginning at 10:30 A.M., in Room 412 of 
the State Capitol Building, 500 E. Capitol, Pierre, South Dakota. All persons testifying will 
be subject to cross examination by the parties. 

The issues at the hearing will be: (i) what is the appropriate "Contract Capacity" 
under Paragraph 5.5, "Substantial Decrease in Load," of the Electric Power Service 
Agreement between Homestake and Black Hills filed and approved by the Commission as 
a tariffed contract with deviations on May 23, 2000, in Docket EL00-008 (Contract); (ii) 
what is the relationship between such determined Contract Capacity under the Contract 
and the Billing Capacity under Black Hills's filed Rate No. GL-13; (iii) whether Homestake 
is entitled to the Substation Ownership Discount under Black Hills's filed Rate No. GL-13; 
and (iv) what relief should be granted based upon the Commission's findings and 
conclusions on the issues. 

Although Homestake has characterized its request as a request for "mediation," 
Paragraph 5.5 of the Contract provides for the Commission "to resolve disputes" and the 
relief requested by Homestake is a definitive decision on the two issues it raises. The 
Commission accordingly deems this proceeding to be in the nature of a complaint or 



petition for a dispositive order under the contested case procedures of SDCL 1-26 and 
ARSD 20: 10:Ol. 

The hearing will therefore be an adversary proceeding conducted pursuant to SDCL 
Chapter 1-26. All parties have the right to be present and to be represented by an 
attorney. These rights and other due process rights shall be forfeited if not exercised at 
the hearing. If a party or its representative fails to appear at the time and place set for the 
hearing, the Final Decision will be based solely on the testimony and evidence provided, 
if any, during the hearing or a Final Decision may be issued by default pursuant to SDCL 
1-26-20. After the hearing, the Commission will consider all evidence and testimony that 
was presented at the hearing. The Commission will then enter Findings of Fact, 
Conclusions of Law, and a Final Decision regarding this matter. As a result of the hearing, 
the Commission will determine the issues as set forth above. The Commission's Final 
Decision may be appealed by the parties to the state Circuit Court and the state Supreme 
Court as provided by law. It is therefore 

ORDERED, that a hearing will be held at the time and place specified above on the 
above-stated issues and the determination of what relief is appropriate. 

Pursuant to the Americans with Disabilities Act, this hearing is being held in a 
physically accessible location. Please contact the Public Utilities Commission at 1-800 
332-1 782 at least 48 hours prior to the hearing if you have special needs so arrangements 
can be made to accommodate you. 

Dated at Pierre, South Dakota, this qd day of July, 2004. 

CERTIFICATE OF SERVICE 

The undersigned hereby certifies that this 
document has been served today upon all parties of 
record in this docket, as listed on the dacket service 
list, by facsimile or by first class mail, in properly 
addressed envelopes, with charges prepaic! thereon. 

(OFFICIAL SEAL) 

BY ORDER OF THE COMMISSION: 

dJU/ 
S C R ,  chairman & 
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Smith, John (PUC) 

From: MTruhe@blackhillscorp.com 

Sent: Friday, July 09, 2004 5 5 9  PM 

To: rolayne.wiest@state.sd.us; john.j.smith@state.sd.us 

Cc: max@bellelaw.com 

Subject: EL04-017 

This will confirm that Black Hills Power is requesting a continuance of the hearing in the above referenced 
mediation matter between Black Hills Power and Homestake Mining Company. We have a potential conflict with 
that date and just sent out some discovery to Homestake this week. We'll visit with Max Main next week about a 
proposed later date and then get back to you. Thanks. Marv 



Mr. Dave Jacobson 

HOMESTAKE MINING COMPANY 
630  E. Summit Street 

Lead, South Dakota 57754-1700 
605-584-GOLD (4653) 

Soutl.1 Dakota Public Utilities Commission 
500 East Capitol Avenue 
Pierre, SD 57501-5070 

RE: Docket No. EL04-017. 

Dear Mr. Jacobson: 

TlGs letter supplements Homestake Mining Company's ("Homestalce") J~me 7, 2004 
filing in this matter. 

Black Hills Power ("Black Hills") continues to assert tllat Homestake's "measured 
montldy demands during the prior 12 montlls" must be used to determine a new Contract 
Capacity and a new minimum Billing Capacity. Specifically, Black Hills asgues that the Electric 
Power Service Agreement ("Agreement") and the General Service Large tariff dictate a new 
minimum Billing Capacity of 5,120 lVA, which is 80% of Homestake's highest Billing Capacity 
(6,400 kVA) in the 11 months preceding February 2004. It must be noted here that Homestake's 
Metered Capacity (for the electricity it actually used) during tlGs same time period never was as 
high as 6,400 kVA, and its average Metered Capacity during the time period was only 1,949 
1VA. The 6,400 kVA is the result of multiplying 80% times 8,000 kVA - the "ratchet approach" 
in the General Service Large tariff. Black Hills argues for the continued application of this 
ratchet approach. 

Black Hills' arg~ment ignores the tesms of the Agreement, and the intent of the pasties 
when they entered into the Agreement. Section 5.1.2 of the Agreement eliminates the ratchet 
approach of using 80% of the highest Billing Capacity in the preceding 11 montlls, and instead 
uses the factor of 80% of the twelve month Average Billing Capacity. Three separate factors 
show that this twelve-month average approach was to continue to be used, rather tl~an reverting 
back to the ratchet approach of using the highest Billing Capacity in the preceding 11 months, 
even wl~en Homestalce experienced a substantial decrease in load and became subject to a 
different tariff: 

b Section 5.5 of the Agreement sets forth the procedures to be followed in the event 
of a s~lbstantial decrease in load. Section 5.5 refers to Exhibit D to the 
Agreement, which consists of five graphs and accompanying narratives. The 



Dave Jacobson 
July 8,2004 
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graphs and narratives "indicate how Section 5.5 of the Agreement shall be 
interpreted." Graph 1 and the narrative for it are attached hereto as Exhibit A. 
Graph 1 closely parallels the history of Homestake's substantial decrease in load. 
Year 1 on the graph would approximate 2001, year 2 would approximate 2002, 
year 3 would approximate 2003, and year 4 would approximate 2004. Year 2 
(2002) is the first full year of shutdown of the Mine, and the Measured Demand is 
8,000 kVA or less each month. The Billing Capacity is 16,000 kVA, which is 
80% of the Average Billing Capacity for 2001. In year 3 (2003), the Contract 
Capacity becomes 8,000 1VA pursuant to Section 5.5, and the Billing Capacity is 
6,400 kVA, which is 80% of the 8,000 kVA Contract Capacity. This is in fact 
how Black Hills billed Homestalce in 2003. The average Metered Capacity in 
2003 on Graph 1 is 2,000 1cVA. For year 4 (2004), the Contract Capacity is 
renegotiated to the 2,000 kVA average for 2003, and the "billed demand [Billing 
Capacity] in year 4 is equal to the measured demand." (Emphasis added). This 
is exactly the approach Homestake says the parties should take to determine the 
renegotiated Contract and Billing Capacities. Graph 1 and the narrative for it 
were prepared by Black Hills. Black Hills should honor the methodology it told 
Homestalce it would follow four years ago. 

b While the Agreement was being negotiated, Jim Keck of Black Hills wrote a 
September 8, 1999 letter to Dave McDowall of Homestalte. A copy of the letter 
(without enclosures) is attached hereto as Exhibit B. In the second paragraph on 
page 2 of his letter, Mr. Keck proposes the use of "average billing capacity (12 
months) when determining the minimum billing capacity." Mr. Keck points out 
the substantial savings Homestake will realize by using average billing capacity. 
Mr. Keck states that the savings will continue under the General Service Large 
rate. However, if Black Hills is allowed to return to the ratchet approach as 
proposed by Mr. White in his June 7, 2004 letter, Homestake will not realize any 
savings, and instead will continue to be penalized for electrical power it does not 
and can not use. 

b Steve Mitchell of Homestalce was a member of Homestake's negotiating team 
when the Agreement was being negotiated. He states that Homestake's two 
principal reasons for negotiating the Agreement were (1) to lower its operating 
costs by obtaining lower electrical rates, and (2) to avoid being burdened with a 
high Billing Capacity month for a year or more if its Hydroelectric Plants tripped 
offline for more than 15 minutes because of a tree falling on the Hydroelectric 
transmission lines. The 12-month average approach helped tremendously to 
reduce the burden of one high month. 

The above factors demonstrate that it was not the intent of the parties to revert back to a ratchet 
approach of using the highest Billing Capacity ir, the preceding 11 months, when renegotiating a 
new Contract Capacity and a new minimum Billing Capacity. 
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On another point, the General Service Large tariff Black Hills is now applying to 
Homestake contains a "SUBSTATION OWNERSHIP DISCOUNT" provision. Homestake has 
spent approximately $7,500,000 to construct substations and distribution systems to enable Black 
Hills to supply all power to Homestake at a transmission voltage of 69 kV. Homestake has 
therefore qualified for the discount from and after the date when the GL-13 tariff was applied, 
which was February 1, 2003. The accrued amount of t l~e discount through January 3 1, 2004 is 
estimated to be $30,712, exclusive of sales tax credit. 

As required by the Agreement, Homestake has compensated Black Hills in an amount of 
almost $900,000 in minimum demand charges for power it did not and could not use. At this 
time of renegotiation, the new Contract Capacity and the new minimum Billing Capacity should 
be based on Homestake's actual measured demand, as is expressly stated in the narrative for 
Graph 1. Homestake should also receive the GL-13 substation owner discount for which it is 
qualified. 

Respectfully submitted, 

Karl D. Burke 
General Manager-Closure 
Homestake Mine 

cc: Max Main 
Kyle White 





S t A  CK M L L S  POWER AIVD LIGHT COMPANY 
P.O. BOX 1400 409 DEADWOOD AVENUE 

RAPID CITY, SOUTH DAKOTA 57709 
http:llwww.blackhillscorp.corn 

JIM KECK 
ENERGY SEXVICES ENGINEER 

Mr. Dave McDowall 
Homestake Mining Company 
630 East Summit 
Lead SD 57754 

September 8, 1999 

TELEPHONE 
(605) 342-3200 

FAX (605) 342-0945 

Subject: Contract Proposal 

Dear Dave: 

Attached is a revised contract proposal for your negotiating team's review. The 
contract is structured to benefit Homestake when mining below the 4850' level, where 
the operating costs are the highest. During a period of transition to the upper levels of 
the mine or when Homestake's hydroelectric plants are off line, the contract allows for a 
significant reduction in the billing capacity ratchet. The substantial decrease in load 
benefit is again included in the proposal. 

The significant difference in the proposal, compared to our July 16fh proposal, is 
an annual discount for energy use above 6,000,000 kwh per month. We propose to 
phase in a $320,000 discount (6.2%) over two years. The discount is based on 
current operating levels of 115,000,000 kwh per year. The first year, all energy use 
above 6,000,000 kwh per month will be billed at 3.O$ per kwh, a $200,000 savings. In 
year two, the off-peak portion of the energy use above 6,000,000 kwh per month will 
be billed at 2.5$ per kwh, an additional $120,000 savings. 

.The 6,000,000 k w h  per month threshold, provided to us by Lynn Hardy in early 
1998, represents the mine's estimated energy use if all mining activities were moved 
above the 4850' level. Any energy use above 6,000,000 kwh per month is assumed to 
be used in the lower levels of the mine. Fifty-eight percent of Homestake's energy,yse 
during the past year has been used during off-peak times. When we developed the 
energy cost tables, the current off-peak percentage was used to determine how much 
of the 6,000,000 kwh was off-peak. We set 3,500,000 kwh as the base off-peak 
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portion of power. Any off-peak energy use above that figure will be billed at 3.0$ per 
kwh in year I and 2.5$ per kwh in year 2 and thereafter. 

We propose to use the average billing capacity (12 months) when determining 
the minimum billing capacity. Beginning with the effective date of the contract, the 
average billing capacity will be calculated every 12 months by averaging Homestake's 
previous 12 months' billing capacities. When compared to the existing way we 
determine Homestake's minimum billing demand, the 12-month average billing capacity 
could potentially save Homestake $190,000 over a two year period, should all mining 
operations be shut down below the 4850' level. A spreadsheet is attached showing 
how the billing capacity ratchet is affected by several different operating scenarios. 

The substantial decrease in load provision is again included in our proposal. 
Should the mine be forced to shut down and loads drop below 8,000 kVA for 18 
consecutive months, the substantial decrease in load provision becomes effective and 
could save Homestake as much as $140,000 per year. The savings are accomplished 
by moving Homestake off the Industrial Contract Service tariff, which has a 10,000 kVA 
billing minimum to the most applicable rate, most likely the General Service Large rate. 
The savings are based on shutdown load levels 4,500 kVA and 2,000,000 kwh per 
month. 

The remaining changes in the contract are listed below: 

Section 1 .I : The definition of Average Billing Capacity was changed from six 
months to 12 months. 

Section 2.1 : The part of the first sentence that referenced previous contracts 
was removed. 

Section 4.1 : A sentence dealing with the resale of excess power to the 
Company at non-firm market prices was added (tenth line down). 

Section 5.4.1 : The contract renegotiations notice deadline, when the 
specified conditions are met, was changed from May 1 to April 1. Our intent was 
to allow for a three-month notice before the end of the contract year. 

Section 5.6: Company was capitalized on the third line down. 

Section 7: A change was made to show that the Company was responsible for 
providing, testing and inspecting the meters. 
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7.  Sectition 8: Resale of power is prohibited. The change allows Homestake to 
resell power to the Ck~umpany as noted in Section 4.1. 

8. Section 10: The mailing address of Homestake was changed. 

All other sections in the proposed contract remain the same as were given to you 
in our July 1 6th proposal. 

A s  w e  discussed previously, BHP will file this contract with the SDPUC as a 
contract with deviation and it shall be subject io the approval of the PUC. If this 
proposal is acceptable to you, we will make the contract retroactive to July 1, 1999. We 
ask that these negotiations and this agreement remain confidential. 

Dave, in summary, our contract proposal offers a $320,000 annual discount 
phased in over two years if energy use remains at current levels. The contract proposal 
also offers up, to $1 90,000 savings over a two-year period shoul.d the hydro plants 
unexpectedly trip off line 6.r all mining activities are moved above the 4850' level. 
Finally, should the mine shut down, the substantial decrease in load benefit is worth an 
additional $140,000 per year to Homestake. 

\ 

We believe the contract proposal addresses Homestake's needs under several 
different operating scenarios. We look forward to our meeting on September 13'. 

Enclosure I I 

cc: Ev Hoyt 
Kyle White 
Don Martinez 
Jim Jeffery 

Sincerely, 

f Jim Keck 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE FILING BY ) AMENDED ORDER FOR 
HOMESTAKE MINING COMPANY OF ) AND NOTICE OF HEARING 
CALIFORNIA REGARDING A REQUEST FOR ) 
MEDIATION BETWEEN HOMESTAKE MINING ) EL04-0A 7 
COMPANY OF CALIFORNIA AND BLACK ) 
HILLS CORPORATION 1 

On May 6, 2004, the Public Utilities Commission (Commission) received a filing by 
Homestake Mining Company of California (Homestake) of a Request for Mediation 
between Homestake and Black Hills Corporation dlbla Black Hills Power and Light 
Company (Black Hills). The filing requests "resolution" by the Commission of the dispute 
which has arisen in the course of the parties' efforts to renegotiate the Contract Capacity 
under Paragraph 5.5, "Substantial Decrease in Load," of the Electric Power Service 
Agreement between Homestake and Black Hills. By stipulation of the parties, the date for 
Black Hills to file a response to Homestake's Request for Mediation was June 7, 2004, and 
on June 7, 2004, Black Hills filed its response in this matter. On June 7, 2004, Homestake 
also filed a submittal which included an additional claim that it was entitled to the 
Substation Ownership Discount under Black Hills's filed Rate No. GL-13. 

The Commission finds that it has jurisdiction over this matter pursuant to SDCL 
Chapters 1-26 and 49-34A, specifically, 49-34A-4, 49-34A-6, 49-34A-8, 49-34A-8.3, 49- 
34A-10, 49-34A-11, 49-34A-26 and 49-34A-27 and ARSD Chapter 20: 10:Ol and 20: 10: 1 3, 
particularly 20: 1 0: 1 3:09 and 20: 1 0: 1 3: 1 0. 

A hearing shall be held on juiyd-3 Auaust 17, 2004, beginning at 46-38 11 100 A.M., 
in Room 412 of the State Capitol Building, 500 E. Capitol, Pierre, South Dakota. All 
persons testifying will be subject to cross examination by the parties. 

The issues at the hearing will be: (i) what is the appropriate "Contract Capacity" 
under Paragraph 5.5, "Substantial Decrease in Load," of the Electric Power service 
Agreement between Homestake and Black Hills filed and approved by the Commission as 
a tariffed contract with deviations on May 23, 2000, in Docket EL00-008 (Contract); (ii) 
what is the relationship between such determined Contract Capacity under the Contract 
and the Billing Capacity under Black Hills's filed Rate No. GL-13; (iii) whether Homestake 
is entitled to the Substation Ownership Discount under Black Hills's filed Rate No. GL-I 3; 
and (iv) what relief should be granted based upon the Commission's findings and 
conclusions on the issues. 

Although Homestake has characterized its request as a request for "mediation," 
Paragraph 5.5 of the Contract provides for the Commission "to resolve disputes" and the 
relief requested by Homestake is a definitive decision on the two issues it raises. The 
Commission accordingly deems this proceeding to be in the nature of a complaint or 



petition for a dispositive order under the contested case procedures of SDCL 1-26 and 
ARSD 20:10:01. 

The hearing will therefore be an adversary proceeding conducted pursuant to SDCL 
Chapter 1-26. All parties have the right to be present and to be represented by an 
attorney. These rights and other due process rights shall be forfeited if not exercised at 
the hearing. If a party or its representative fails to appear at the time and place set for the 
hearing, the Final Decision will be based solely on the testimony and evidence provided, 
if any, during the hearing or a Final Decision may be issued by default pursuant to SDCL 
1-26-20. After the hearing, the Commission will consider all evidence and testimony that 
was presented at the hearing. The Commission will then enter Findings of Fact, 
Conclusions of Law, and a Final Decision regarding this matter. As a result of the hearing, 
the Commission will determine the issues as set forth above. The Commission's Final 
Decision may be appealed by the parties to the state Circuit Court and the state Supreme 
Court as provided by law. It is therefore 

ORDERED, that a hearing will be held at the time and place specified above on the 
above-stated issues and the determination of what relief is appropriate. 

Pursuant to the Americans with Disabilities Act, this hearing is being held in a 
physically accessible location. Please contact the Public Utilities Commission at 1-800 
332-1 782 at least 48 hours prior to the hearing if you have special needs so arrangements 
can be made to accommodate you. 

Dated at Pierre, South Dakota, this 1 5  day of July, 2004. 

II CERTIFICATE OF SERVICE 

The undersigned hereby certifies that this 
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 charges prepaid thereon. 

BY ORDER OF THE COMMISSION: 

ROBERT K. SAHR, Chairman & 



LAW OFFICES O F  

BENNETT, MAIN & GUBBRUD 
A PROFESSIONAL CORPORATION 

6 1 8 STATE STREET 
BELLE FOURCHE, SOUTH DAKOTA 57717-1489 

TEL (605) a g z - z o  1 1 
FAX (6051 9 9 2 - 4 0 8 4  

EMAIL: bellelaw@bellelaw,com 
MAX S. MAIN* RETIRED 

- DWIGHT A. G U B B R U D  D O N N  BENNETT 
*ALSO LICENSED IN WYOMINO 

Via Mail & Fax Only 721-2550 1 'v 
August 2,2004 

Scott Ahrendt & Marv Truhe 
Counsel for Black Hills Power 
P.O. Box 1400 
Rapid City, SD 57709 

Dear ScottIMarv: 

Transmitted herewith is copy of HOMESTAKE'S MOTION FOR ORDER 
COMPELLING DISCOVERY. This is intended as service upon you. 

MMInj o 
Enc. 
cc(inai1 & fax): 

Sincerely, 

BENNETT, MAIN & GUBBRUD, P.C. 

Max Main 

John Smith, General Counsel PUC 
Karl BurkeISteve Mitchell 
Rich Haddock 
Bob Reeder 



BEFORE THE PUBLIC UTILITIES COMMISSTO 
OF THE STATE OF SOUTH DAKOTA 

mAII L T L b  b"hH V ( 7  ' h f.-.gg)JC 
W # # S  U r ' % E % h d * .  

BES CO!4b51:2SIQb 
IN THE MATTER OF THE FILING BY ) 
HOMESTAKE MINING COMPANY OF ) 
CALIFORNIA REGARDING A REQUEST ) EL04-017 
FOR MEDIATION BETWEEN HOMESTAKE) 
MINING COMPANY OF CALIFORNIA 1 FAX Received AUG 0 2 ZXf4 
AND BLACK HILLS POWER, INC. ) 

HOMESTAKE'S MOTION FOR ORDER COMPELLING DISCOVERY 

COMES NOW, Homestake Mining Company of California ("Homestake") 
and pursuant to ARSD 20: 10:O 1 :22.0 1 and SDCL 15-6-37(a) hereby moves for an 
order compelling Black Hills Power, Inc. ("Black Hills Power") to respond to 
Homestake's discovery requests. This motion is made on the following grounds 
and for the following reasons: 

1. In its responses to Homestake's First Set of Discovery Requests, Black Hills 
Power has objected to and failed to respond to the following discovery requests: 
Interrogatory Nos. 4, 5, 7, 8, 9, 10, 1 1, 12, 15, 16, 18, 19, 20, 2 1, 22, 23, 27, and 
28; and Request for Production No. 2. 

2. The foregoing discovery requests seek information which is relevant and 
material to the pending matter. Black Hills Power seems to be alleging that it 
suffered some type of "harm" as a result of the closure of the Homestake Mine. It 
willingly provides discovery responses indicating such LLharm," but it selectively 
refuses to provide responses to discovery requests that would show how that 
"harm" was offset, mitigated or otherwise alleviated. Black Hills Power's ability to 
market the power and capacity it did not, and will not, sell to Homestake is directly 
relevant to the new Contract Capacity to be determined in this matter. Black Hills 
Power should be compelled to respond to all of Homestake's discovery requests, so 
that the Public Utilities Commission has all the information on the issue, not just 
information that is favorable to Black Hills Power. 



HOMESTAKE'S MOTION FOR ORDER COMPELLING DISCOVERY 

Dated this 2nd day of August, 2004. 

BENNETT, MAIN & GUBBRUD, P.C. 
Attorneys for Homestake 

By: 7 x " ( ~  
 ax Main ' 
6 18 State Street 
Belle Fourche, SD 577 17 
605.892.201 1 

CERTIFICATE OF SERVICE 

I, MAX MAIN, do hereby certify that on the 2nd day of August, 2004, I 
caused a full, true and complete copy of the foregoing to be sewed upon: 

Scott Ahrendt & Maw Truhe (via mail and fax 605.72 1.2550) 
Counsel for Black Hills Power 
P.O. Box 1400 
Rapid City, South Dakota 57709-1400 

John Smith, General Counsel (via mail and fax 605.773.3 809) 
S.D. Public Utilities Commission 
500 East Capitol Ave. 
Pierre, SD 5750 1-5070 

by depositing the same in the United States Mail, with first-class postage thereon 
fully prepaid, in envelopes addressed as above. 

MAX  MA^ 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE FILING BY ) ORDER CANCELLING 
HOMESTAKE MINING COMPANY OF ) HEARING 
CALIFORNIA REGARDING A REQUEST FOR ) 
MEDIATION BETWEEN HOMESTAKE MINING ) EL04-017 
COMPANY OF CALIFORNIA AND BLACK ) 
HILLS CORPORATION 1 

On May 6, 2004, the Public Utilities Commission (Commission) received a filing by 
Homestake Mining Company of California (Homestake) of a Request for Mediation between 
Homestake and Black Hills Corporation d/b/a Black Hills Power and Light Company (Black Hills). 
The filing requests "resolution" by the Commission of the dispute which has arisen in the course of 
the parties' efforts to renegotiate the Contract Capacity under Paragraph 5.5, "Substantial Decrease 
in Load," of the Electric Power Service Agreement between Homestake and Black Hills. By 
stipulation of the parties, the date for Black Hills to file a response to Homestake's Request for 
Mediation was June 7, 2004, and on June 7, 2004, Black Hills filed its response in this matter. On 
June 7, 2004, Homestake also filed a submittal which included an additional claim that it was entitled 
to the Substation Ownership Discount under Black Hills's filed Rate No. GL-13. 

The Commission finds that it has jurisdiction over this matter pursuant to SDCL Chapters 
1-26 and 49-34A, specifically, 49-34A-4, 49-34A-6, 49-34A-8, 49-34A-8.3, 49-34A-10, 49-34A-11, 
49-34A-26 and 49-34A-27 and ARSD Chapter 20: 10:01 and 20: 10: 13, particularly 20: 10: I3:Og and 
20:10:13:10. 

By order dated July 15, 2004, a hearing was scheduled for August 17, 2004, beginning at 
11:OO A.M., in Room 412 of the State Capitol Building, 500 E. Capitol, Pierre, South Dakota. By 
agreement of the parties to accommodate additional discovery and case preparation, the hearing 
is cancelled and will be rescheduled at a later date. It is therefore 

ORDERED, that the hearing scheduled for August 17, 2004, is cancelled and will be 
rescheduled at a later date. 

d 
Dated at Pierre, South Dakota, this /C day of August, 2004. 

II CERTIFICATE OF SERVICE 

The undersigned hereby certifies that this 
document has been served today upon all parties of 
record in this docket, as listed on the docket service 
list, by facsimile or by fits: class mail, in properly 
addressed envelopes, with charges prepaid thereon. 

By: 

Date:- 

(OFFICIAL SEAL) 

BY ORDER OF THE COMMISSION: 
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SopH Ahrendt 
As~oclato Counsel 

Telephone: (605) 721-2241 
Facsimile; (605) 721-2650 

Email; sahmfldt@bh-corp.com 

August 11,2004 

BY PACSIMTLE (60S) 773-3809 & REGULAR MAXZl 
Dave Jacobson, Analyst 
Public Utilities Commission 
Capitol Building, 1st floor 
500 East Capitol Avenue 
Pierre, SD 57501-5070 

Re: Settlement of PUC Complaint EL04-017 

Dear Mr. Jacobson: 

T11ank you for speaking with us yesterday. 

Included with this letter is the Letter A~gre~ment between Black Hills Power, Inc. and Homestake 
Mining Company of California settling the above referenced complaint. Please note that the document 
includes a chart, which idet-~tifies the agreed 20 Contract Capacity amounts for 2004 through f l~e end of 
the Electric Power Service Agreement ("Apement") in 2009. You may recall that paragraph 5.5 of the 
Agreement, as approved by the Commission in docket no. EL00-008, provides that the parties are to 
negotiate the Contract Capacity mount on annual basis. Given the closute status of the mine, both 
Black Hills Power and I-Xornestake fell it would be simpler and more appropriate to negotiate the , 
Contract Capacity az~munts through the md of the Agreernenl. 

Please let LIS know if any f~lrther information or action is necessary on the party of eithcr party. 
Thank you for you assistance. 

Sincerely, 

cc: Max Main - Bennett, Majn & Gubbrud 
Maw Truhe 
Kyle White 

625 Ninth Street * P.O. Box 1400 Rapid Clty, South DalcQta 57709 * w.blackhill$corp.com 
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Black Hills 
David R, Emery, PE 626 Ninth street - P.O. BPX 1400 

Prgsldent avd Rspld City. SD 57109~1400 
Chief Executive OfFicer P (605) 721-251 1 
E-Mail; dtemeryei bh-carp.com F(E05) 721 -2599 

August 6,2004 

LETTER AGREEMENT 

BY FACSIlWLE (605) 722-4624 
Karl Burke, General Manager of Closure 
Homeslakc Mining Company of California 
630 E. Summit Street 
Lead, South Dakota 57754 

Re: Sedlernent or PUC Complaint EL04-017 

Dear Karl: 

Thank you lor speaking with me this past Wednesday. Attached to this Letter 
Ageemcnt is a chart (Homestake Minimum Billing Charges) that shows the Contract 
Capacity amounts for 2004 lhougl-r the end of tl1c Electric Power Service Agreement in 
2009, along with certain explanatory notes at the bottom of the chart. 

As we discussed, Black Hills Power will bill Homcstake for its electrical usage 
based upon the agreed to Contract Capacity amo~nt  with tbe caveat that if actual usage is 
seater than the Contract Capacity, Black Hills Power wj11 bill at the actual usage 
amount, and the parties will reopen discussions to set the following year's Contract 
Cap acit y . 

Karl, if this Letter Agreement summarizes your under-statding of the parties' 
agreement regarding the contract capacity, plcase sign below and return one executed copy 
to my attention, at (605) 721 -2599. 

David Emery 
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Wug bs 04 12:24p HMC Reclamakian 6057224624 
3 

Acbowledged and Agreed to: 

Karl Burke, Homestake; Mine 
General M w g m  - Closure 

Homestake Mining Company of 
Cmomia 

(Fa~simile s i g n a m  shall. be deemed originals for all purposes.) 
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- . . - - -. - . ... 
Black H i l l s  Power 

- . . .- - . .-- .- . . - - - - -. - . . - . . . - - . . .- .- 

'2 .. 
- ..... - 

Momestake Minimum Billing Charges 

Contract 80% CC Minimum 
Capacity Minimum Billing 

Year (kVA) (kVA) Charge 
2004 4500 3600 $ 250,575 

The contract capacities for each of the contract years are fixed. Should the  
actual demands for a particular year excsed the contract capacity during that 
year, discussions will reopen to set the following year's contract capacity. 

The contract years shown above bogin on February I of that year 
and end on January 310f the following year. 

The Contract capa~ity is ravlsed on February 1 of each year. 

Without an agreement on the 2004 contract capacity, BHP cantinued to bill 
Momestake at 80% of 2003's 8,000 kVA contrad capacity (6,400 kVA) from 
February 'I - July 31,2004. As a result ~f the agreed upon 2004 contract coapac;lty 
of 4,500 kVA, BHP will &edit Homestake for the diffemhce between t he  billed 
demands as shown below: 

Credit 2,800 kVA per month (6400 kVA - 3600 kVA) 

Credit $1 6,100 per month for 6 months 

$96,600 Total (excluding sales tax) 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE FILING BY ) ORDERCLOSING DOCKET 
HOMESTAKE MINING COMPANY OF ) 
CALIFORNIA REGARDING A REQUEST FOR ) EL04-017 
MEDIATION BETWEEN HOMESTAKE MINING ) 
COMPANY OF CALIFORNIA AND BLACK ) 
HILLS CORPORATION 1 

On May 6, 2004, the Public Utilities Commission (Commission) received a filing by 
Homestake Mining Company of California (Homestake) of a Request for Mediation between 
Homestake and Black Hills Corporation d/b/a Black Hills Power and Light Company (Black Hills). 
The filing requests "resolution" by the Commission of the dispute which has arisen in the course of 
the parties' efforts to renegotiate the Contract Capacity under Paragraph 5.5, "Substantial Decrease 
in Load," of the Electric Power Service Agreement between Homestake and Black Hills. By 
stipulation of the parties, the date for Black Hills to file a response to Homestake's Request for 
Mediation was June 7, 2004, and on June 7, 2004, Black Hills filed its response in this matter. On 
June 7, 2004, Homestake also filed a submittal which included an additional claim that it was entitled 
to the Substation Ownership Discount under Black Hills's filed Rate No. GL-13. 

On May 20, 2004, the Commission electronically transmitted notice of the filing and the 
intervention deadline of May 28, 2004, to interested individuals and entities. No petitions to intervene 
or comments were filed. 

By letter dated August 11, 2004, Black Hills informed Commission Staff that the parties had 
reached a resolution pursuant to the existing contract and have requested the docket be closed. The 
parties submitted a letter agreement dated August 6, 2004, explaining the resolution. 

The Commission finds that it has jurisdiction over this matter pursuant to SDCL Chapters 
1-26 and 49-34A, specifically, 49-34A-4, 49-34A-6, 49-3414-8, 49-34A-8.3, 49-34A-10, 49-34A-11, 
49-34A-26 and 49-34A-27 and ARSD Chapters 20:lO:Ol and 20: 10: 13, particularly ARSD 
20: 10: I3:Og and 20: 10: 13: 10. 

At a regularly scheduled August 31, 2004, meeting, the Commission considered this matter. 
The Commission voted unanimously to close the docket. It is therefore 

ORDERED, that the docket shall be closed. 

d Dated at Pierre, South Dakota, this 7 day of September, 2004. 

11 CERTIFICATE OF SERVICE 

The undersigned hereby certifies that this 
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 

11 (OFFICIAL SEAL) 

BY ORDER OF THE COMMISSION: 

/&-K& 
ROBERT K. SAHR, Chairman 


