City of Riders City Manager

1040 2nd Street, Suite 103 Voice: (605)347-4422°
Sturgis, SD 57785 Fax: - (605) 347-4861

www.sturgis-sd.gov. = - ‘ o . . dainslie@sturgisgov.com

April 11,2013

':The Honorable Gary Hanson I B ::.'-3 s : BEGE“,EB

Chairman of the South Dakota Publlc Ut|||t|es Comm|55ton'- S ‘ oy

- 500 E. Capitol Avenue el - APRI5S 2013 |

Pierre, $D 57501 - - | " SOUTHDAKOTAPUBLIC
| | EREE UTIUTIESGOMMISSION

‘ RE Docket No NGlz -008
Proposed Montana Dakota Utllltles Rate Increase

Dear Chairman Hanson: )

_ Thank you for the opportunlty to comment on the proposed rate mcrease for the Black. HI||S
- .region. While the City applauds MDU’s work to reduce operating costs on a per customer basis,
" wé are seeking further information in order to determine if the proposed increase is truly justified.

“The first item of concern is MDU'’s typical residential customer impact calculation. MDU appears
to.underestimate the impact of a lowered bill for the East River customers. In calculating the

increase for the Black Hills area, it assumes a residential use of 75 dk on an annual basis. However,
this is compared to the East River customer using an antrcrpated 61 dk annually This is an
effective reductlon of nearly 19%, which seems to underestimate the true benefit East River
customers will realize, This is ‘especially’ troubllng when Iookmg at the average temperatures for
the East River compared to the Black Hills region. The cllmatrc varlatron between the two
locations would seem to mdrcate that the East River serVIce area would use a greater degree of gas
annually then the Black Hills: reglon : ‘

- _} areas. It states that the East River system has matured to a pomt where it is no Ionger necessary
“to maintain two. separate rate areas.” As far as the City can tell, MDU has not provided any
“metrics or objective rationale in:which this assertion can be made. MDU further states that the
rate consolidation “recognizes the cost to serve the two areas is similar.” Once agaln there is no
data to assess whether this assertion is true. The City is concerned that this statement likely does
not include the costs associated with the transport and other costs necessary to provide services
ﬁ to the East River customers. This proposal may result in.minimal admmlstratlve savmgs for the
company, however the substantial change will result ina highly mequrtable distribution of:
payments, For this reason, MDU should include the emprrlcal data that would fully promote
customer understandablllty of applicable rates. As currently presented, it appears as though MDU
is seeking to reduce costs for a small portion of its customer base by drastlcally lncreasmg the
- prrcmg for the majorlty of its customers. This is espeaally troubllng because of the. ImpOSSIbﬂlt\/ of
customers to choose another utility provider.



We look forward to better understanding the rationale behind the proposed utility changes.
Please feel free to contact me at 347-4422 if you should have any questions.

Sincerely yours,

’D}_,:_,A{\:_,

Daniel Ainslie
City Manager
City of Sturgis



