












































































































































































































































































































Slaltmt-n1 K 

Ml'I l' iJ'K'linr, Inc. 

l'utth•,r, fm m Affilial td Companit"<o : 20: 10 : J.\ : 102 

A\ 11 '1P ,.., \11.h<-ll \ ~wncd ,;:uh,1J1311 rompan~ ,)f AMl1I l'l m1mm1;c opcmt,ng rosts. ,\ MPIP 
uhlm:..: -.er. 11.'-'"i 1mm thl' p.1ren1 11.·om ran~ m its da~ 10 d:n l'l fll'r.'IIIOn"i !\elm\ '" a.n c>.plan.111on 
1,f 1h<,'i(" \Cf"\tcc, nnd tht amount" c:h1u~ed to A\IPII' llu , infonnnt,on 1s nlM> sh0\\11 on 
~hcduk 01 I ,h1h1t 2. hcn•in. anJ 1< lldJrts"t'd h> \\ ll~"i Mr Winier in h1 "i tc$t1mon~ m 
h h1h11 .'? 

AMPIP . 0 & \1 Co"it.s 

,\nnual C ha~c< from \11 '1 tn AMPIP 
Year I 

Tra1n1nJt. ru:t,n,;, r,1trolhn,: of hnt 1:1~ !oral A\11'1 ~rM..I 

('nl'f'('rntc'-t'f"1~ 

,t.Mffl"('fll tlnical. a«oun11n,: and 1.u. ""°'' 
'lotnl Ch:U-b'C\ tn 1\\11'11' frnm AMPI 

1.740 

8.410 

AMl1f d1rtt1 t (Kl\ nnd OtJ'IOr.llC ',(."r, ,re~ an- pro\ tdcd i\S :\ OlC30§ of nllRlllllllng resource 
rcqu rcmcnl< for Nth AMPI Md AMl1IP 

AMP IP • 0 & 1 co,;1,; arc prinuuil~• AMP! personnel used for 1'-1trolling the pipeline and 
prov1dmg mc1cr rc:tdm~ and other opcr.uing d:,111 D au~ 1hcy ai c located in Freeman and 
charge only a portion o l their 1imc. 11 is 1hc most ;ncxpcn!ih•c Rhcmntl\'f for this service. 

Corporn1c ~n·,ccs art rchued tot.,, :md reporting l'\"quirenu-nts of AMl'II' and <\Ml'I . as well 3S 

general managrmcn1 of the p1pclmc business as a subsidmry of AMl'I. A port ion of managcrncnt 
and mana~clnC!ll suppt,rt time 1~ mdudcd. as well as professional imcmal ...rr\·1cc~ related to 
11CCOun:mg. audumg. and l't'J'IOnin~ As \\11h the dircc1 co-.ts, b...-cati~ the scr.·,c.:s pr,w,ded arc a 
pon,on l'\I "'fmou~ cmrlo)'C<"s· time . • md 1hc) 3J'C fom1lmr \\1lh the bu,;-mc.-.s. usin(? th<-1r scrY1ce1 
15 the )o\li c~t ros1 and mo,1 cffccthc ahcmati,•c 

Affiliate rate 01 rctum data as,;ociatcd \\1th the r,ro,1,;10n of the sef'\'1ccs di-.cusscd lbo\'c is not 
available 



llnttt Tcsumon) and Schcdule!!i 
Ir llarlM M.unm<'n 

lkfon- 1hc.- "oo1h Oal.0111 ruM1c I lt1h11<'~ Comm1" 1on 

In t~ \tancr 011hr 1\pphca1ton 10 l....s1ahh~ Rt', ,scd 1·ranspor1:uion Rates for 
, ~.,,.,c1atcJ M1\L Produccn; Pipeline. Inc 

J)od.e1 No ____ _ 
F,h1t--u o 1 



Mr. Harlan Mamm~n 
rroj«I Support 

l>Mkti rii.•n. 

O l''lca...c ,ta1,· )OUT n3mc. bus•~ oodrn" and pos111on w1th A~1a1cd MtU, Producers 

ll1rchnc. Inc 

1 A \I ) n..'U11c l!ii Harlan Mammen. I am 1hc l11cs1dcnt 01 AMPI P1f')Cl ine Inc... CAMPIP-l 

n hi h ,, :in mtra._q,a1c na1ural ~as pipdmc ClfX' r.l tcd m MCC.'ooL. . 1 umL-r nnd I lutchinson 

count•~ 1n -.outhl.•a.,;1cm South DaL.nta The A~1PIP rur,c:line currently serves I.he 

A'isoc1111cd 1',. hlL. l1roc:hK'c."t'i. Inc (" ·\ MPI") planl m l· rc."Cman. Sotuh 1)91,;0 1.11 . AMPIP is a 

\\ hllll) •OWT'k.-d 'it1~ 1d1 tU) nfA ~tl'I 

Q Q I la,·c )ClU rm·, iousl) 1cst1 ticd hcfon: 1hc South l).,korn Public tilitics Commission 

10 ('"Sl>l'l 1C'")' ' 

11 A Ye~ I Im, l' pro, 1d<""J ~nncn 1e.st1mon) hc fon: dK" Commission m Docket No. NG95-

12 017 lha1 filing cstahl,,.hcd 1hc 1nit1al tn1nsport111ion ral on the A fl'IP pipeline. 

IJ 

.. Q 

'' 1\ ,. 
17 

II 

19 0 

l<I A 

" 
22 

ll 

Q 

1' A 

26 

" 
" 

\\'hdt ::,rt- )ClUr current ~p,ms1~h1 ~ . c.-duca11on and professional b:K'kgrnund? 

,\ J-\,\".,.1ttnt Rq1onal Mnn.agcr c,f MPI , ffl) current m-pons1b1li1ics include direct 

~:-.1h1hl) for m11.nu13C1uring OJX'nll1ons al fourteen pmcessing plant!ii m five 

m1d w~tem ~L'.IIC:->. mchxhng IM' r lan1 loca1C'd in 1:rttman. South Dakota. 

Whal I.) UK- J>UtJ'IOSC Qf ~ l)Ut 1011mon)? 

11K' purpose flf my tcst1mon~ 1.s 10 explain the histor) of AMl'IP nnd to explain how 

AMl'll' w,11 fWll\'1<k na1uml i;as 1ransponat1Clfl Sl"rv1cc- for 1hc municipal gas u1i li ty being 

c.,11tM1 \hcd t,) the C'ity of l·m.··man. and cxpl1'in the ctonomic hcncfiL~ to both JW1ics. 

Please c,;;plain the h1StOt) of AMPIP. loc 

AMPI is a na11on:II mill. pn~ur1ng coopc:r.1111\'C operaung in twcnl)' st.ales. AMPl "s 

orporatc hc:adquanc.n atC' localed in San Antonio To.as. AMPI h3s one faci lity located 

m the S1a1c ofSoolh l>aloca. in J- rttmaI\, Pnm 10 1hc ms1allation of AMPIP. produc:1ion 

CO!IU al 1h1 l·rt'.'('ffl3fl fM'1hl) \\ff<' .su~u1n11all) higher than al any other AMPI plant. 



\I r. ll arlan Mamm,n 
rmj,ct Support 

l tock~ ~n. 

llu, w3\ Jue in lnf¥l. ran 1~1 thc: 1oc1 1ha1 1hc l·n.-cnum AMPI plun1 was 1hc onl) ;\~WI 

,11e "11tk.~u1 natural 11:h -.mice I " Ct )Cars ago. AM PI )1udil-d the fcnsibili1yof 

prm 1dmg nalural lla' to 1he plant loc:ued m l·n."t'man The most 1..-cononucal way 10 do 

1h1s wa, 10 i·,tat,11,;;:h :1 J1r«I connccltetn to the Nonhcm Na1urnl Gas Company interstate 

r,1rchne ') ,tcm near \tan1..~. SD lf1mc, cr. h..-cau..,... of certain Fl:RC rc~ulatory 

TC'Q1 11rcmnn,. anJ 10 rnw«k luturc flt',1h1l11) . AMl'I cn::11cd AMl'IP a." 3 !<Ubstd1ary of 

AMl'l 10 o"n :mJ ~le tfr m1r.ista1c n:11ural gas pipeline. subjl."Ct to the Commission's 

r:uc and tanO 1un~hct1on In , o ,cmbt-r 1995. AM!'ll1 filed nn apphcat,on v.i 1h !he 

Comm,-.-.10n to ~tahhdi ,mual 1rnnsportat1on rotes for tht pipeline. That application was 

10 appro,"l'.'d b) lhc C"omm1 ion 

11 

12 () Wlmhlb1-c1.um:ds1nrcA \1PIPwrn11n10-.cn·1cc'! 

llM.· tnlll:r.l r"rchrw: \,\~ WUl'lun=d Ill 3ll0\\ Ocuh1ht~ IO n::spond 10 fu1un• Jc,·clopmcntS. 

1-1 \\ 1· c pn:eNI ttw rdall natural ¥;as 'K"C could be cxtcr.dcd 10 the residents Md 

I~ htN~ 1n Ir~ at {,(WT!(' lututc' tirrn: " I undt-rsUmd 11. the C"il) ;;;1uJ1cd SC",·cral 

lb opllCm'\ and tu, decided 1n ~Ni.sh a mum 1p.--.l gas ut1lil~ 10 r,ro,1dc !hi service. The 

Ii Cit) uuht) "'oukf pure~ whok-'31l· lr.llbflOrtalion ~ 1cc: from 1hc A~U'IP lint'. The 

II ( 11) U11hl) \\Wld r,urc-ha5': n.llural 1;a supplies from a lhint part)'. and inu..-rstalc 

14 tr-.f.n.,ron .. 11,,n from !'rounhcrn N:uor.al A~1PIP v.111 not pnwidc :,.a.ks scn,;cc 

" 
:, 

,, 
,, 
" 

lk <. it) . ha\l~~ ... Jcd 10 ~~ ",th fonnmg a munaciral s~ utility. upproachl--d 

A \t PI P a~I the pcK.~b&hl) 01 ~-IPIP allo1A1ng the Cny 10 tap the AMPIP line and 

'<f'\c: rrta1l ~ m 1hc C11, AMPIP h:ls agrttd 11) pru, 1.k this acco.s lo the Ci1y 

undct 11~ lanff and con1n....--. form on tilc \\llh the Comm,~ion. Ille unffr.11c and tcnns 

300 1;ond11tonsol ~1tt to AMPI and ttk: l ·1ty l ft1hl)' v.1II be th.:- !1411K'. so AMPIP will 

pm, ,Jc -.cf'\k."C on :ii non.<f1<iiCnmm310C) ba.\:I' 



Mr. ll•rlan ~hmmtn 
Projttl Support 

l>ocktl No. 

O llas l·m.·m:m n:,,c"t.-J 1ht.· r.ite, :ind tann tcmu: and cond111ons proposed hcrc! 

4 A Ye, I R."'t'rrutn h:ts re.-, 1c\\c-d the tnniTand assoc-1atcd r:ues contained in this filing lllld 

hchc, c, tht.·-.c ra1c.s and tan ff!. mcc1 1hc1r r\."'quircmc.nts to prO\ idc CC"onomic. reliable 

n.:uural i;a!t sen ,cc hl the c1ua-ru: and husmcsso of Fn.-cman. The. mll)Or, Mike Schult1_ 

hru. prO\ 1dcd a (\.-rt 1fk.11c oft\--01,cWTt'occ ,,h1ch 1~ am,ched to this filin~ as Exhibit 3. 

mJ1ca11n~ the CII} MiJ)f'nm the: proro'-(.."<I rote and tariff l'hc proposed mies an: thus 

uncuntcstOO and ,hould tx: rrompll} apprn\'c..-d by the Commission. 

IO 

II Q 

" 
" A 

,, 
" ,. 
" 

Arc. an~ facihl f h.U1£CS 'l."qUm."CI? 

In order for the C it) to cst:tt--h~h 11 ·s i;as ut1hl}. A~WII' will sdl a smnll portion of the 

... -um.-nl rir•dmc 10 the CU) llk' por11un ol Im' p1pchnc 10 hr sole! is inside !he Cit) 

hound.in c~ and .;onnects tht.· AMPI pl:ml 10 A11.'1P II' . As II rcsuh. the AMPI phi.Ill will 

~-come a n·t:ul transpon.,11on cu,10mcr o the Citr utilit) AMPIP "'ill sell the ponion of 

r •J"M: 10 the Cit) for S I 11,6()(1, " hich "1h<.- net hook ,'J..!~ on AMPIP'!o hooks and 

n.·<·ord~ As I undcn.1and tilt· r'---quircmnU-'> ofSIJPUC 4q_ 4,\ -35. 1h1s sale is not subj ect 

10 m Cflmm1-.sion appn:md lx-c:1ui>C it 1m·oln.-s le.., du n $200.000. 

,. 
21 Q . \\'ha t arc the h.=ncfits of AM PIP prm 1dmg wholesale na1ural gas 1ransportnlion scn•1ce 10 

,, the.· C H) Mumc1pal l111l11y~ 

2J A. :,,.latural i;as !,t'f'\ 1cc. mdudmg thC' cosl of gas suppl) . has produc'---d energy cost stwini;s 

2.a fo r AM l1I compared 10 thc ,~, of altcmall\'e loch. Mort:owr. retail cusiomcrs of !he 

2'\ CU) 1111111) IA OUld also prcsumabl; cnJoy Cnctg) cost savings if they take SCr\ice through 

26 the r11pclmc and the Cit) l l11h1~ The C11y l luht)' and 1\Ml•I "',II share the use of 

n MPIP. l't'ducmg. 1hc c~ 10 AMPI. and using the foci luics more efficiently The public 

211 1111crc,1 will t'C S<'r\'1.-d 



Mr. Huba Maanmt n 
Projttt Support 

Oockr t Nn. 

Q \\'ho " 1II prm Mk 1hc 1,';lb suppl~ for 1-recman to h(o transported through AMPW'> 

1 A 1\ ,;; the Comm1c;s1on 1..ncm-.. mer the.· 11151 dcc."Klc the Ff'RC has rcs1ruc1wcd the "holcsa.le 

mter,;;1ate r•pc:hOC' mdu<a.11 "'-:onht.-m 'atural no lon};cr pro\·1dc.-s gas supply services. 

lns1("3d. I r..."fflUn can dtrt.-ctl~ contmcl " 1th an) one of:a numNT of wholes.t1k gas 

wwl•'-"'· uc; in(! ~onhcm and AMPJP onl) for transponauon scrvicc.."S. 

I Q \\'hat umff hangC'$ttlT proposed to the AMPII' uu,fl".' 

q A \foq 1mporuunl) . of ~ . the ra1e con1:11ncd m the l·1nn Tmnsponahon ra1c schedule 

IO hob httn changed to ref1«1 the cost of ~rv,cc III testimony sponsored by Mr. John 

11 \\'intn \tr \\ inter uses the AMPI and City lft1l ity"s billing dc-tcrminants lo arrive at lhe 

I:? hnn 1ran~honnteofS099 

I) 

1, In addnmn A \ ,1Plr 1s cha~mg 1he ddiniuon of .. gas Wly- 10 n:Occt the changes to 

11 "-onhcm"i.11 R\ tan!Ttn implement~ G:t.li Industry StandAl'Js Board (-cilSl3'") 

If, <ilandard" 11 R mandutcd all mh.'fSUllc p1pc:hnes U..'i a - gas day .. starting. at 9:00 ccnlral 

17 clod, runc. 1'nrthcm pn-,Mu~> usc-d a I:! 00 Noon gas da) . 

II 

" ,. 

" 
" 

A \1i'II' •~ 11l'o(l 3Ciding pruv1,1<tns v.ht.·rd>) 11 can pa.5) through 10 11 shipper any imb3ln.ncc 

pcn:ilucs fmm !'1-onhc:m auscd h} the -.hipper. Northern rcc:ci\'cd FERC appmvaJ 10 

moJ1f) 1b 1mNlancc pen.alt) structure. mcludmg imposmg ·•cri1ical day" penalties of up 

10 SI 13 per dl.:t. in order to nwntam 1y.;;1..m mtcpity. Sec FERC Doclct 10. RP96-302. 

A \ il'IP doc,; not an11c1r,a1c -.uch rcnalucs be.mg imposed on A~·IPIP si nce AMPI :.vtd the 

(. 11} I 1Jl1t} . Of lhcu supplier. \\1 II hold thr transportation contruct on Nor'.hcm and 

i.hould t,c:ar un) 1mhalantt rcnah1cs. llowc,·cr. 1fa pcnah) 1s imposed on AMPIP h) 

!fl "-nrthcm a~ a result nfthr oct,ons of a stuppcr. the sh1wcr should n:1mbul"S( AMPIP 

::, 'ilrK"C the Clbt of l>Cf'\ 1cc supporting thr propo,;;cd tr.insporui.tion ratt"S docs not mc.lude any 

21 r,cnalt) COSL<i; 



Mr. Hart.a tam lltflt 
Projttt Suppor1 

Dock,1 Na. 

I mall ). AMrJP I proposing a fcv. -cit'an-up- hanges which nrc not subsunti , c As I 

~a1c.--d carlicr. tht' C1I) t lt1h1~ has rc.·,·u:v.cd the proposed tariff. U'llllSporu111on contracl nnd 

ra1c. and suppons prompt Commission nppro,·lll The changes are proposed to bc.­

effcctiH: JO Wl)s afta filmg 

7 O Do )OU ha,c an) final commcrus"> 

I A AMPIP ,;""s th1s proposal as :a significant t.-ronomic dc\"clopment step for the Cit. of 

f-tttnun and southc3Stcm South Dakota. The projcct v.·ill make the City offrttman 

10 mort" rompct,tl\-c. and should help attract economic dc\•elopmc:nt to the area. I hope the 

11 Comm1ss1on v.111 agree by approving the proposed tariff Md rate effccti, c JO days after 

12 filmg. so that na1und i;as delh·crics rt\3)' take place prior to the 1997-1998 heating season. 

IJ 

1• Q Docs thu, conclude your 1cstimon)'7 

15 A \ o. 



FAX IO. 612 ;;o 7601 

AfT-I OAVIT 

That hf: hA< rr.ct fht forc-1c;.ni teftlmony lJld 1f &a:rd tbc- question, therf'~ hi111nJwu 1 in 
~~wovldbcasUIO'li-n. 



Oirtt1 Tt.-s1in10n) and Sdw.-dulcs 
John Winwr 

lklorc 1hc South Dal.otil l'uhhc l uhucs omm1sMon 

In 1hc: MullL'1 ol the Applic~11on IC! I !>t.ibh!,h Re, 1St.-d Tram,rornauon Kato 
fm Assoc1a1ed Mill. J>roducas P1pdmc:, Inc 

Docket 
I: ·hibtt No 2 



.hlhn \\m1cr IJod :.c.1 
C,~ (•f 'C'f\ itc 11nd l'1f)C'lme Kale 

(J Pica..<,(' .. Lale )our l'\3.tne . po-.n,cin. dnd hus tnl">'> addres> 

\h n.:i.mc 1\ John \\ m1er \i) pCNUOII , ._ . r Kcgulalory Consultant w1thm the 

h Kc~uli1111n \en ice<; lkpartment of :-.:onh<-m ~t:tlc~ l'o" cr 'ompmy ("'NSJ> .. ) M) 

t-u"~~ addrns •~ J JJ , ,colkt ~bll 1n ~1 mnc:upohs. ~t N 

q (J 

"' II 

What atic )tlW cun cnt r~pon-.1b1hi1e>'' 

I a.Tl r~•rNhlc h•r rrm 1dmg pruJ«'I m:magcmcnt and team par11c1pat1or1 on ,11tious 

~ulaton ptoJCC1\. paruc ularl) m the arc.t of ra tes I prondc t"'<pcn tcstuno n) . inc hiding 

lk',doprurnl of undcrl) mt lt·chmca l cosl suppon , for 1hc rc,enut: rcqu1rcmcnlS aspcc1s of 

,,p rt"~ulinOf) proc:ecdmg_o; lk cost surpon I prepare m,ohn gathenng rc,cnue. 

c\.pnt<;('. a.-,d pl:mt m, C5.Ul\cn1 data and dc1cnn111111g the appropnate amoun1s rcla1ed 10 

the pro, l!'>K>fl of uul1t~ M.'f'\ ices M} internal r-;sJ• clients include NS P-South Dakota. 

,,,,., <tfth 1Ja.l.01n. \:M'-f lecu,c ("holcsalc and lr'J.m.m1ss1onl. and NSP-No1ural Gas 

\\ ha1 1 ,our cduca11onal :md r,oh.: ,s1onal bad,ground'' 

10 hcdulc I tonu11ns 11 -.umm.if) of m) educational and profos.s1unal background. 

: 1 
0 JI \ C" )Ou tn"t1fi~ prc, ,ousl) before th1) Co mm1-.!t1011 '' 

\ s shru"TI on "-.chcdulc I. I ::ippearcd before lh1s Comm1J,.sion m a Com,cn·auon Cosl 

:.i Rca.1\ cn c:a-.c I also w bm111cd COM uf )o(;'t'\ IC'C IC:.lln\011) in Dod.et 1·-3422. f'hc ca.-.c" 

15 v..as )uh\cquc .. "flll) M"llll"'d I hn,c prO\ 1dcd d1rec1 and md11cc1 supp<•n for nu.m:.:-ro us 

:o r~ul.alf>r) proJt.."ClS m ••,cn1lh IJal..o UI smc-.: the lu1e 1970•"' 



9 

IO 

II 

12 

13 

IJ 

1< 

,~ 
17 

19 

20 

21 

n 
1) 

2J 

1< 

16 

:?'I 

30 

f.J \\"hat ,, , 11ur rC"l h: 1n th1, rro<:1.."t·<hni; 1md the rurpn-.e tif )Our u:-,11mon)? 

-\ I am pn,,1dmg mtemal wru:ultmi; scn1ces lo I\S l1-Na1urnl Gas en1ccs , .. ~GS .. ). a 

Q 

~ 

Js, 1\11111 of '-~l-' 's (JJ ' l tihl~ In th1\ procet..-dmg. "'(iS 1s pro, 1dmg consulung scn·1ccs 

w 1\ !,!,,("J1C"1a1cJ Milk l'ruduccrs. Inc l',pchnc c-AMl' ll'" I. a subs1drnry of Associated Mill 

Pmdtk:er-.. In ... ("A \11'1 "). and the Cn~ ofl-rccman. South IJal..ota ("Cit) ··).10 dc,dop 

and l"'tahh1,h u rJIC fut muas1a1e transportutmn for rusturJI gas dch \C:~rcd on AMl1I}' 10 

\\11'1 and I n.."eman·s ne" mumc1pal 1;as ut1l11y l ls1 ng cost dalU pro\'ided by AMP IP. 

m~ tc--.l1fTl<on~ dc".oCtlhes the co,t of sen IC:C' for the p1pdme and establishes I~ proposed 

,olumctnc r1pcluw.· rule AM PI and tlk· C11~ both contract with 01hcr parties for natural 

glb !i.UjlJ'II) Md AMl'II' transpons 1ht- ga.,; Mr ll arlan Mwnmcn. Ass1Slant Regional 

(1<.-ncrul '-1.inager of A"-'11'1 Md l'res1dcnt of AM l'll'. d~ribcs the AMPJPn•rccman 

contract m greatet detai l m his lcst1mon~ 

Plca!'oC' ~cnctJII~ dc-.cnht the: dcvclopmem ofthc p1pelmc raw 

The pipelmc r11tc 1s dc,doped c>n Scht."t!ulc :! of m~ nhibm Schedules l - 5 suppon lhat 

lcul:mon Cons1i.1en1 with l)od..1.1 ~G95-017. a le,cli.•.cd annual tt."\'C1lUC requirement 

IIC!or 1s developed and arpl1cd to groc;,; plant m,·cs1m.:n1 to dctcnnme the annual rc,enue 

rc4u1rcrnct1 or 1hc p1pdmc: system lnc facto, mcludcs components rc-Occtmi; debt 

'oef'\ tee. Jq,rcc1ut1on. ptopc=r't) uu.cs, upcr.ilmg and mamtcnanc:c c,:pcn.scs. propcn)' 

tn.-.urancr. and rcgulato~ ft..-es The components arc escaluttd where: appropria1c over 3 

J ~ ~cat pet11\J. and then d1.!>Coun1cd al AMPIP's cost of capital to determine !he lcvcl1zcd 

.nnual rt',cnuc requirements ofSll 1.897 11K' 1nopo<,cd ,olwnemc r.i.tc of S0.99 'Mcf 1s 

dc1cn mned t,) dt\ 1Jin~ the annual rc,•cnuc requirements by the an11c1pu1cd lrJnspona11on 

,olunk" of 21 .:.000 ~lc f This r.uc. 1f ap;,ro,cd. ·Aill re applied to ult 1nmspotU!t1on 

~tees f(llf -\ \IPI wld I rcc111311 ·~ \'1umc1pal Gas l '11111} a~ d.:icnbcd m 1hc: Ga-, 

lrar.~UMl ~n·1U! l:inffSchcdulo. i·.>.h1t>n No .i of th1s fi lmg 10('. Cir} "Ill o"n 

and L>pC'Tllte 1b mum ,pal d1stnbut1on systrm and pro, 1de retail 1nmsportahon liCl"'ICC to 

-\ \tf'I llus 1s OOI suhJcct lo DPt!C tel!ula11on 



J.-tm Wmtn 

C 0-.1 01 ~ ,cc :and l'1rrluu: Ruic 

(,I !•la'iC' dcwntx· m mor1: dc-1.t1I )OUr dt·\t·lopmcnl of the p1pd111c rcH·nLtC rcqu1rl"mcnts 

tiei;mnmf "1th the p1rchne ln\C mcnt 

h ,\ hcduk ; _ !•a~c- 1 of 1. -.how-. tht comronen1s of the p1pclmc·~ proJ1--c11..-d rc, cnuc 

1n1um:mc111<; O\er the fi~ .i5 )Cat) of orer.i11on AMPIP"s ongmal COl>1 m,cSlment m 

thr p1pchnc 1s SJ.25ti.056 and 1s dc,doix·d on m) Schedule .i h 1s a.lso shown m 

q ( vlumn c· of'-chcdulc l l\1gc I c1f ~ Illa\ amount re0ccts AMPIP 's ongmal cost of the 

10 pipeline le!I~ the, alue of J small M:"gmcnt w,tlun the C,ty of Freeman. Ille r11) will 

11 purcha..-.c 1hat ~gtncnl for 111 ,600 Int' mvestmc.nt 1s rcco,•crcd 0\'cr a 40 year book 

11 hfc at tht' r.nc of S\0,70-1 pt-r ) t":U TIK" anmml dcprec;-iullon 1s .:a lso dc,clopcd on 

13 "-chc-dulc 4 and 1ncnrr,orJtcd on Pug.t· I of 3 of Schedule 3 1n Column F 11us wnount has 

J.1 been rcdu..;cd 10 rc0cc-1 the pc1mon sold 10 the Cn) !•rorierty tru:c:~ begin al $30.576 per 

15 )Ca? I 1996). rcducca for the portion "11d to the Cit). and arc dc"cloped on Scht.-d ulc 4 

lb and mcnrpornted on l'aic ! of 3 of Schedule 3 m ( "olumn II. The prnpcrt) ltlX amounts 

I.., 4tt" c-.cal:ited at 1 75•• per )car 1 ax dcprcc1at1on use~ altcmall\'C Mod1 fit.-d Accelerated 

I~ Cost Rcco,Cf) S)"stcm (MACRS) ",th 11. 22 )cat ta., life on a l>V-.tight line basis. The 

19 ha1f-)car <.lm,·cnt1on 1-. al1;(.I u"Cd 

0 

0 .)CS the ta\,._ bool. dcprcc1auon differences tune an impact on mt'.' proposed rate" 

! ilenll.1tll). there 1!.. no impact I tia,·e sunphficd 1hc- rc\'c-nuc requucmc-nts calculuuon by 

scn.m.,- tu ck-prec1at1on equal to booL deprcc1:ll1on Smee thi> 1s a lr\'cJi7,ed 

dctcnmrut101L the rcsuh 1~ o~uall) the same as 11 1hc tax \ 'S bool. d,ffcrc-nccs "1--rc 

deferred and later n u .... cd had .. 

V:ll:lt ha,.: )OU used for osiofcap1taP 

I ha\C· mcluck-J m1cro1 on the ptpdme debt at !re, .,._h,ch is the. rjlt' on M 1Pll''s note 

29 pa):tMc 

0 
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1• Q 

PIC3SC' dcscnhc ho"" ~ou ha, c cst1mated operating and maintenance expenses (0&.M)? 

f\ascd on A\1 PJ P's actunl results of operations since 1995. 1 ha\'c incorporated thcu 

cstun:ue:s 01 fi t yea, O& M expenses I hn,c sho,...11 those expenses. S39.4S0. on my 

• hrdule 5 In add111on, I ha,·c mcludcd reasonable cscahuors for ~ach componcnl or 

M rcn«1mg histon al . contractual. and expcc1ed increases o,er time. I lhcn 

cakufatcd the ""e1gh1cd o,crall escalator or 1.S",•. wtuch I used in determining the annWll 

O&M O\ cr the hfe of the proJ«t 

"'ba1 '-'ti the resuh of ) Our 1c,·eh1.cd nnnunl present ,•aluc calculation? 

I determined that the lc,cl17,cd annua1 rcn.·nuc requirement of the pi peline is S211 .897. 

llus a.-nount 1s shc\wn on Page 2 or 3. Schedule 3. and again in Schedule 2 where the 

pipclmc rate lS dc\·elopcd 

lta, c ~ou pro, 1dcd addmonal detail about ) Our detcrmmation of AMPIP"s proposed rate? 

1 ,·rs h eh of<;chcduJc-s :? • S include a sec11on s lm'-'ing Sources and Noles. These 

19 :c-fcrcnccs provHk adJ1uonal documentation for the cost of service . 

• I Q Pka.sc dcsa1hc lht: rcqu1~ fili ng siatcmenL'- included '-'i th thi"i application 

21 Lxtubn ~ of this fi lmg :ons1!11S of lhc required filing statemcnu: per Chapter 20.10: 13 of 

~ the lh Dnl.ota Adnumstra!h•c Rule's 1nc initial p.1gcs oft.hat exhibit list the 

1..S "lltcmcnts included. Of that a.re no1 applicable. The rt'asons ccna,n statcmcnl5 arc not 

15 apphcahlc 1.s described on pa.gc 1wo of the- listing Waiver of those stalcmcnts not 

.:'.6 apphcabJc 1 respectful!) rcquc:5led of the Commission 
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I) A \IPJP proposing ~ nH: fonn of purchased cost of ga.s adJ us1men1 mrchanism? 

'\ o \.ot unl1\.r t)pic:sl ga!> loc,il d1stn buuon compaml"S. AMPIJl wil l be c~clusivcly a 

g_M transponcr and "1II not pro\'idc sulcs sen 1cc I lo" C\'Cr. AMPIP proposes to pass 

.along unconirollablc charges 1mposc."CI b} Nonhcm Na,ural Gas. the upstream interstate 

p1pc:hnc The C11) ma) . m !um. elect to pass thosr costs on to its cuslomcrs in its retail 

rate 5tt1:on 5 1 m the Gas Scn·icc TanfT. Firsc Revised Sheet No. 16 discusses the 

p1pelmc cost adjus1mcnt. 

Do )OU h.3vc any C('lncludmg remarks? 

Yes The- proposed nucs arc comparable to other utilities. reasonable. and represent a 

),.>ood ,JJuc 10 encrg) suppl) AMPIP rcspt-c:1fully requests Commission nppro\'al of 

AMPIP's propos,cd ralt"S for mlJ"3.S1atc transporu&tion 10 its shippers (AMP) and Freeman. 

1)1 

lla.1, the Cit) 01 Ftt'Cnlan agrttd to these rates" 

Yes In his <.wcmcnt of Concurrence. Frccman ·s \ ln)DI' Michael Schultz 1:xpn:sscs 

~ton behalf of the Freeman "ith the proposed tarifftcnns. conditions. and rates. 

fh1s ronsmt to the propos,,ed ra,es pro\'idcs adJ 111onnl support for the ommission to 

appro\c the proposed r.ncs without suspension 

Uocs this oncludc )OW tes timony? 

\"nu~ 
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Scht·ch1lr I 

l>1rtt1I~ re-.f"lin,1 blc lor prm 1dmg pmJect mruuigcmcnt and learn panicipa1ion on various 
rc-~ul:uon pruJl-Cls. pan,culatl) m the area of rates. Provide ex pen h:s timon)·. including 
Je\cfoprnrn1 01 under!~ mg 1tthn1c3l cost suppon . fo r 1he rc\·enuc requirements nspcclS of 
rc~ulo1tor. r,occ-cdm~, lnlcmal .:-hrots arc Nonlicm Stales l'o"cr Company (NSP)· 

~th f)al.1'13. ,~P-,onh ();il.otJ.. ~S P-1:.lcemc (\,hoh:salc and transmission). and NS P· 
",atur.al <,.a, 'l'f"\JCc, Rc<,p1.111-.1h1ht1c" frcqucn1ly mcludc overall prOJCCl 
m.m.tf!c.-rtl("nl1..n1.1rJm.:111on I cadef'i.h1p fo r the pmJcCI team and panic1pan1s 1s cnucal. A 
,1~nitir. .. .m1 .;bpc..:t ,11 ttx- f'l-'"ll1on I'> the m-ed to build credible and cffcc1 1vc relationships 
,...1th n·~ulatnr,;; mall 1ur1~1Ltmn-. 

t. \lPUJY\lt. ,7 IIISTf H<\ , , ·onhnn Sl:ttt".S PoMn ( "umpany) 

,, Rcrulaltlr; Com,ultant 
\ 1s1an1 IU lhc Chief 1 1nanc1al Oniccr 
lllrector. I m.anc1al A~chuntmg. Uudgct5. and Reports 
1>1rct1or. I let.tnc hnancc :md In onn3uon M:1nagcment 
l>m:c.or. I lee. !tic hnancc 
\l anaget 11 inc I m.an..1=tl Pl.mmng & J\dmm1s1r::uio11 
\rlmin1~ratm. Re\enuc Requirement-. 
,r Rate- .\n.il~ .. t Rate ,\nal ~~I. Rc\ COUC' Rt.-quucrncn.<i 
Acn-unl.ml \r . Gener.al At:C1"'1Unlmg 
\ lC<ttJnung '-pc- mh~t. \ 1Jtl'nJI Accounting 

Lill CATIO'\i 

I la..1.n.: l 11!11~ ' ~slcm CT',•r-:s11on 
The \ 1..s.ic:n I orum 
, ,ra1Cl!14: c, .... 1 \ lan.atcrarnt. I ud., at Danmouth 
l'ut-h4: I 11hl) I mancc t.:cmma,. K1ddcr Pc:,hod) 
lbchclor uf 'x1cncc • \ u:ountmg, I 'n1,l·~1t) of Mmncwm 

199-1 • Present 
1992 • 1993 
1990 • 1992 
1989 - 1990 
198R • 1989 
1984 • 1988 
1983 ~ 198-l 
1979 - 19RJ 
1977 - 1979 
1976 - 1977 

1993 
19'1 1 • 1992 
19'-JI 
1'>89 
l'J76 
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fl R Apphca1ion for MC'fl;Cf Appro\'al (l 'nmcrgy) 
-.:orth Dllou Apphcauon for Mer •er Appro\-a,I (Pnmcrgy) 
,onh DaloL.l - Electric 
I I 'tC Open Access I tanQT11S~1on Tanff 
fl K T r.uanu~1on • Order 8-i S1lcs for Rcs.:1lc 
f-1 RC \\'holcQle 
"-Orth Da1.ota • tlcctnc 
\hnocsou • I lc.-ctnc tUudgcts and 13udgcl l'roccss) 
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ER95-1358-l)()(l 
PU-l00-95-340 
l'U..J00-94-514 
ER94-11 I J-000 
ER?J -1090-000 
ER9J-385-000 
l'U-400-92-399 
E002/GR-91-00I 
F-H22 
PUC llcan ng. 1981 
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PUBLIC UTILITIES COMMISSION 

STATE OF SOUTH OAKOTA 

I THE MATI"ER OF TI-IE APPLICATION OF 
ASSOCIATED MILK PRODUCERS, INC., PIPELINE, INC. 

FOR AUTI-IORITY 
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Dock« No. NG97-0IS 
T cs1 imony o( Gregory A. Rislov 

O n ~h.alr or the: Commission Sl'aff 
Marc.h 1998 

Q . flll'.nc: \Utt' your nAmt', .iddrr.u . .lnd prl'.5t'.nt position . 

. M\' n .1~ "Grq;ory A R1 .\lov; my busmc.u .i.ddr~ i~: Public Utiliw~s Commiss:ion 
{PUC), t,u c C.apnol 8u.ld m~. l'1crrl', S.D. S7SO I; I am current ly employed n d irraor of the 

4 h,:ctl uli110 D1v1t 10 11 r-,f tht' ~DPU . 

Q . \\ h.u .art' \ O\H rduc.m•m .11 h.1cksround ,md l'XJ~nc n c? 

6 A. I v. ,1.\ ~udu,n rd m 1976 from thr- Um\'Ctsny of South 0.1ko1a m Vcm ullion wuh .a 

7 !\M.hc-lo r ,,f X1cnu· ckgrtt 111 Bu\l nc-ss Adm111ist r,u1on , nujo r111g in A«oum1 n~. In 1980 I 
8 tt'Cl'1\rd .1 M;1~1er ot 8 u~u1~\ Ad rm m5t r.i.t1on ~ r"' fro m the S:J mc: 1mti1u11on. 1 lx-g,m • •ork 
9 -.·11 t h<' PU . " .i ut,ln\' .1n.1\ v~1 m July 1976 I v.•u n.1med Dirtttor or 1hr t=ixcd Utilities 

10 Dt\'l\10n 1n pnl or 198-4 Ahhuu&f1 thC' ,n,1111 focus of my .. ork h.1$ bttn ,;mu1or1ly 
11 prnc-ribtd .1n.al m of u11lt1\ optrm ons .. nJ .dmmistr.at ion of r.att' cues :1nd orht"r dockns, I 
12 .al\O lx-comC' mvohrd 1n Rt'OC'r.al .and pol:cy m.att t'rs rd.arc-d 10 util ity rrgul.111on. I h.1vC' 
13 tnuf~ be-fort 1hr South l>.ako1,1 Sc-n.atC', 1 lotlloC', .and v.a now in1 c.rim lcg1sl.111,·C' commutt'CS on 
14 ,1 , .a nti\ of nut un .,.h, h 1..oulJ .affC"C'l !.& t C'S .and cons of '-Crv1CC'. I h.avC' .appt.ared before tht' 
15 puhh<. • ·hc-n d1rtt1td ln 1hr Commu,s1on.-n.. on hd1:1I( of tht' flU •. 

16 Q . I I.a \(' }"OU pr.-, 1ou,.h tC'mfu·d ht-fo rt' th,~ omm1! \1 on? 

17 A. Yn. m .,1ppro).1 m.atd v :-,, m.a1or drctnc, 11.,11ur.al g.u , .and td C"Communic,111ons dockC'U. I 
18 h.a\t' p.a rtK1 p.atrd m m;11 11 y dockn , wht'rit" ~ t lt"ml'nt wu rrx:hffi with no nttd for tHtimouy 
19 prep.i r.m on 



Q. Wh.11 ts t .1t purpo1oe o f your testimony m th11 procrcding? 

2 I \o\111 mal.e pcc1fie eo'iit of sen ·ice rccomn~nda110ns for the A~uucd Milk Producers Inc • 
3 P1rclanc. Inc t MPIP) tran~ ra1c I am spon~ nns F1'h1bi1_(GAK- I) that numeric.ill)' 
• dcptctJ m) rccomfflC'Odauons 

5 0 h this a new rate for a ~ service. or 1s it a n:\'1Sion or ;m existing rate? 

6 A h could be dcscnlxd either way The AMl'II' lmc ha.-. been 10 opcr.&t ion since hue 1995, bul 
7 II has had onl) one customer. !he corpontlC·SISICr AMP! m1lk processing facility in Frccm:u,. 
8 The ~u A..\1PIP charged A~tPI was of less concern because 1hc pipeline cost was borne by the 
9 p.ucnt. MPI. one""") or another The- C1!) offrccman 1s obviow.ly not part o f that affili:ue 

10 rdauonslup nus proc«dmg wall establish the 1111ti.:d nonaffi lintcd customer rate 

11 O \\'hat~ the unique fc;uurro.. 1fany. or A~Wlf"., cos1 of scn•,cc films .. 

12 A forccaSlcd fofh•fiu· t .iS) ) al lcvchtA.-d OSI of SCl' U:e 

13 0 \\'h, 1, th1, unique!'' 

14 \ \\ e ha"c onl, one:- other 11mc dc\C·lopcd rntl'" on :a r1111."C".a'iili.-d. lc\'ch1t.'I.I co,;1 of!oel''icc lh:it 
15 f2lc:\,\ ,k,l'11n-do\c:rlcn\c.it'-,Ol•I IOny-li , e 

17 A The romm1s~on rule.. rcqunc tha1 film~:, t>c made based on h1s1oncal cosb, bm allow for 
18 appl.antS I() al~ fi le pan.llcl , forccastcd CO:, ts uf s,crv1cc Th1:s cll.SC hus a lunih.-d amount of 
19 tusaonal dJt:1 bccau'-t" A \1 Plr , -. 11 Sl.'ln-up comr3ny Thi:. coupk-d " 1th 1he foci 1ha1 ros:s 3R! 

20 bci~ J'lfllJCClcd ,ner lim;-11\e )Cars mean:, 1tw1 \01ne duta rnu...;t be forcc:13tcd. 

22 A fhtrc are ,tCtual plJlll numhc~ and :.omc actual opcrn1111g and m,untcnam:e (0&~·1) amounts 
23 fot 199t, lbc IINnc1n._: CO'iil ol 9-'• 1'- lr..no"n· 11, 1<; lhc dcprccmt,on rule h en 1h1s kno\\TI da1a 
24 mu'>t l:"C cstunatt.-d 101 the fuuuc. and a .a s-year k\eh11.-d co:.t of M.'I' ice h°".,ks 4S Y<':tn into the 
25 tuturc 

26 Q Co-.1,1f scn1ce 1~ one part ul the- cqwlllon for dclc.·rnumng mte, Ar.other i'ii -.alci, Do )OU 
27 ha,c..c1u.tl liilllc:. d:iia' 

28 A V. c h.1,c some 11...iu.tl st1lc-~dJt.1 Uu111 h.ts lumteJ \Jl ue as 11 11, nu1 complt:h:. Now that 
29 CUSU>ma"\ are tnaLmg de 11,1ons 1cg.uJ111g fuel chl•1 c 1 hey Ill.I) be connec ted lo t;as ~n•ice 
30 rhc) '™' be "d1ting In connc1.1 . sut1Jc."C'1 h) la tli'11 .1,ailah1hl) I he) mu) ckl·1di.: 10 rnnn«1 latl·r 



1 Tlus WlSC1tJcd m.vl.ct 1.s not operating on a steady-state has1s. This is a start-up operation, not a 
2 marutt one Staff "",tncss Jacobson v.il l discuss sales and sales issues and concerns in more 
3 dew! 

4 Q \\')Q11s included in AMPIP's rate b~'' 

5 A AMPIP's r.a1c NSC' 1s highly simphfi comparc..-d to the normal ut1ll ty fil ing. h consists of 
6 pbnHn-,;cn·scc and accumulated dcprtt1at1on 

7 Q b planl-ln•SCf\'lCC CSli lTUllcd'P 

8 A \\c ha\C ac1ual cost data supponed by mvo1ccs for the bulk of thc: coses. One: featUtt of 
9 pbnl-1n-xnr,cc 1.s that the 45-)·car lcvch7..ed cost of service docs 001 es1ima1c any plllnl additions. 

10 Thcrt .... ;u bl.cl) be additions as ti me goes on. but A MPIP has not included any. 

11 Q Should add111ons ~ included in plan1-1n-scrv1cc? 

12 II) adJ1tt0m 10 pl11111 would t'IC ntrt:md} 'if'IC'C'Ulat1,c If s1gn1fican1 adch11ons arc made. 
13 iPIP ~ the nght 10 rt:filc 1lS OSl of scnr1cc 

14 0 Should other r.atc base itans be mcludcJ" 

15 A A~trtr has rnade no cl.um for other mic ba:-c i1cms l'ht!i 1s w1d,·rsumdablc a ... 11 ,s a !>Ulrt•uJ) 
16 oompan) th:u ha 1 1Lm11cd orcratmn comp;:m:d 10 most u11! 111cs. 

17 Q Is <aff o lknn1; :adjU!>ltncnlS Ill A\11'1!""., rJlc ha~•, 

18 .\ ~ .. o I tc.,c re, 1cv.l.'d 1hc filing and h:t\·c found r'JIC base 1s ruppoMed 111 contcXI of the 45-
19 )arlc,.ch/1."d chtolscn. 1cc 

20 O O.d }OU rc\h.""" AMPH"'~ filed opcratmg income compo:x=nts" 

21 A Ya 

22 Q \\he1corK.l""'-Ml..,d1d)Ourc.ich'' 

23 /1. Of'itta1mi mcomc wmroncnu. h~c m1e base cornpo:,ncn1s. are compara11H:i) hn:nnl tor 
24 namp!c:. op:r ... 11on and maintenance t'.\pcn 3'C (O& 1> 1s c1lhcr co111mctcd. ac1ual. or h.t<ieJ on 
2S COIISCf\.dJ\C c-.t1ma1c, O&M cxp,:nses rclulc lo oper.111ng the s~stcm, 1na1nlcnance. 
26 rnan..lgt..--mcnl. tttord ~ttpine. aud11 and h:~:il fee , , 1nsur.u1«. and rcgul.itnl') fa.-s 0& \ I total, 
27 s ;q_450 befr~rr anuual e....cal:umn flf I )•• lhc huµcst c-.; pcn~ arc the Sl :!.000 tmnwl 
28 opcr,d.k.•ru.c-or1tract llnd the Si5.UOO insurance I he 1u1:1I O&M exrcns.c: of S 9.4 0 include~ 
29 m&n) ~tees mdudinj! legal. audmng. accounlmg. dcnc:il, msur.incc. nuuntcnJIK'C. 



1 man.lli,'Cmenl. w.. meter reading and billing !"he totul O&M is inn111ed by 1.5% per )CW' over 
2 the 45• }-'CIJ' pcnod I ha\e not 3dJUStt--d the filed O&M costs or the wmUAI 1.-scalation of I.So/,. 

0 Docs th.: 0 M mclude the cos1s f' f genmg the p1pclinc up Wl<1 running'' 

-' h ~11"1P rcsrondcd 10 a question rcgan:hng SWl•up costs included in corporate services. 
5 A~tPlr s:ud that the corporate services costs 1n O&M rcnec1 only ongoing costs. 

6 O You Slated c.ulier that tot.al O&M 1s mflatcd by Is,, per year O\ 'Cr the 45•)'car pcnod. 
7 E rb,ln lllh}' that ,._ done and th~· m«humcs of doing 11 

8 A Thr mure LOSt of service mw,I. as a !<.lan111g pom1. ~ based on an annual cost of providing 
9 ,cnn- .\ tPIP chose 10 a,crage 1hc cost of scn.·1cc o,cr a 45-yc:u period This means that a 

l('I cost ol o;cn"K:c mlbl be prepared for i:.ach of -is )cars A logical way of doing this 1s by preparing 
11 a curten1 ,c.v's cost f sct\'1cc and ui.mg it as u basis fn , detc:nnining the cosl of Sl'f"\'ICC for the: 
12 not .u \CM"\ One ""'3.Y 10 adJU.'-l 1s to cs11ma1c mna11on's effect each )'car. and add that effect to 
13 lhc- poor , car· cos.t.., Af\1PIP 1cnnL-d this 1nna11on percentage as the NAMual Escalator.N The 
1-' appl~uon of the annual e!<.Calator '-' US the means 10 ttdJU'II O&M for each ofthc.!4 forccasted 
15 ..,,. 

17 A , C"\ l'rof<'Tt) axes. deprc·n.t111Jn. 11nd the return on 111\'CSlmcnl an~ the other costs 

18 0 \\ ould ,oudcscnl-=-cach'' 

19 \ , C'- Prupcrt) tn.o arc ~d 1,n 3\"tu.il asscssmcnti.. and then mna1l.-d b) 2 75•,. for each 
20 succa:-Jmf )CM o l the- lc,d"':d co,t of ,;en 1cc l)i.-p,cc11tt10n 15 i.tmight -lmc basc.-d on 1hc 
21 cstnnatcd .J -,ca, plant life and 1(1'. rq!at1,·c saho1gc Int:- rc1um on 1motmcnt I) the debt 
22 fi~mg i:.n-u of<>-. The ent ire wst 1, funckJ b) dcbl 

24 A \ C'> \I , IT' K'" ul J)Mf'Crl\ 13 \ . "h11: h u1ehxkJ cun!>ul1 a11011 wnh the Dcpanmcnl of 
25 RC\'ft,ac ~" tlac= f"-"Tt.CnLlgc mtlator b rc-d..oi;oruiblc n us numbl:r may be consc.f'\at1\'C as 
26 prorc,1'- u,C"\ ""'' n-.c 1th o&n) 1n... rca:;,cd ln\L"5tmc:nt hl:!>1~ Wl) pcrccnwgc 1n reiti.c The 
27 dcp-a. ' ""' 1i1o11\ c.<'l'nparnj h• rcrcnt dcpn"f'1a1wn order,. h) the Minnc."Mlla PUC rcl:1ted 10 

28 '-onhc-m ,wc,, r, ... c."1' \ n.itur.al i,:_J , o pc1a11on l\rnh plam hfc and salvage ,·alucs are reason.able 
29 ~ nn ,1W p-c, · ~ t"-J"Cfl('n(..e .mJ lhc \lmnc-.ola mH·s11gut1on n)C rl1um on tn\'C.Stmenl I!> 
30 ~m , the dcN ... •-.l l he ffll.>IK') ,, b..--mt .ad, i11 K c.-d h) A!>'iOCialcd M1ll. l'roduccrs. Inc. the 
31 p;uenl u.,mr:a,,, t~.1u-...: ,,1 ttk· rda11onsh1p, 1hc Jehl co~I was ci •mpared .md ques11oncd l"he 
32 <A>SI u f dc:N ,, in IU'lc -.u1h m.ult."1 md,cawr,. Jnd 1,.-:.pi..-c1.dl) l,() 111 the cnurc in-.e tnl<'nl 1s 
33 fin;lflC'cd ""1th Jehl 



Q Is the 11n11ual escalator of I s,• reasonable'' 

2 A It 1s hdo"" the rcct'nl lo" nato of 111f111 11on lbe Bureau uf 1..abor SU1t1s1tcs Coni.wncr Pn c 
3 Index• All llrban Consumcn for 1hr onh Ccn1ral rc-g1on. from January 199710 September 
4 199 • ranged from 3 53% 10 2 22"9. Bo th arc more lhnn I 5%. 

5 O V.'ha1 steps did staff take 10 rc,11c" AMl'll"s filed co~t of scrvi c·, 

6 A Four ~ tc dllta ru,UCSls ~-ere issued. each contammg multiplc questions. There wt'ft 

7 phone con, cn.auons wnh AMl'IP rr pn:scnta11ves and t'mrloyccs o fthc: City of Frec::man. a tnp to 
8 \ht Cit) of h ccman 10 mc:cc w11h cuy oflicutl s about s:iles csumates lndcpcndcnl data sources. 
9 some -h,ch ha, c already hem mentioned. were employed 

10 Q \li."as thC' dc.krmuwtJOn of each of the -lS ) t ars· cc»lS of sen'ICC and estimated sales 1hr end of 
11 >our arw,-sc\·, 

12 A \;o \11'1 1' requt"su..-d a 1c, rl11.cd cu,t o f ~·nice rl\C on!) point m doing 45•)'cat forecast 
13 1stode,dopak,('ha,dco~of~1ce 

15 A lost ol "Cf\K..C natur,dl) change!> l"ach )c,,, In u nmtur c. l:tr~c co111pa11) 1h1s change ,~ 
16 r:tui,d) ,m."tJI In o1 -.mall. ,v:,... omr.u1~ tlK." lunge can be \t."f) large, and the rt'\Cll!Jib nccJw 
17 u, ~er the cmb 00 be d11una11call) d 10crc n l " lc\'eh,.cd CO:,I O ~'lCC IS designed to 
18 ~a,~- the c.o-51 of -.Cf'\ ICC and rda1c:J rt' \ Cllut" IC."qUHCII\Ctll 

20 A In• sun~up m:np.an, . ;all pl:int ,,. ,,;~ and tll('rcfor undtptc.'Cl;ill .. -d -.1ric1 nuc b.a:,.c. ra te of 
21 mum rc~cnur l'alun c mc111 nu) lead to unmarL. t-iablt: produ I cos•~ m c.i.rl ) ) CMS, and \Cl) Ill ,... , 
22 bdo"' ITW'lct t .o\h m l.ttt.-r ,ear , llu> ,., lx'CJu-.c rate ba.-.c.- 1:. !ugh m earl y years lUld :.al~ arc 
23 1;1_ II ~ick-rtn~• 

25 lk umt ,aluc or monc) mu,1 hi.· c.,111.,1Jt.· rcd I he U1111n~ ol Cll'>h nows d1ffc: t '> v. 11h the 
26 IIClual comr-cd IO the k,('htcd mt ot ....-n h.t' 1 h1-. d1ffc11:ncc 1'> "1.crocd o i.:C b) adding 
27 can)~Co-.b lo cithcr the «1ua.l or lc,cl11c.-d CO\l of )t"I\IC(' 

28 (.) Uo--. 1, 1h1, done 1 

29 A ij, ~u..1~ the · na r,cs.cnt \ <due" ut th.: al-tual and the ic,ch,c.-d co:.1 o f sen Ke for the .as 
30 \Qr\ I ,c donc trot mm} ;1ttaeh1:'d c,h1h11 t.>n p.1gc 2. line (,Q of rnlumn~ I and J I he= "cat1) mg 



cmi" 0 1 thr ~~h.zed rate 1.s ~ho"'TI on hnc 49, page 2 o r my cxhibi1 

2 Q Docs A~1Plr J)KSerll its te,d1,..cd cost of sc:n·1cc with this in mind? 

o\ I don't lno"' h should be their mtem and posstbl) is, bu1 regardless the AMl'IP method 
4 o,cniatothrk,cllJ'..cdcOS10fscn1cc 

5 0 ''°" docs AMPIP 0\1.'IWIIC llS k\'eli;,..cd cost orscrv,cc•J 

6 A r ,c not )ct rq,hcatcd AMPIP's \4'0rk. e,,cn so. AM Pl P's " levd11.cd" cost of scn •1cc exceeds 
7 Its ¥1.U&l 05t of SCf"\'ICC C\'tn when us aclual COSI o f service is al ilS highest 1c,·c1 1'ha1 
8 1ntu1tod) CIIUlJlOI be ngh1 as the lc\'t'li:r.cd cosl o f service is an "a\'cragc" '4i th carrying costs. 
9 \\c \\OUk1. for o;ample. ~ lxttc:r off if we allow AM PIP tochl.rgc its h1ghl.-s1 rate each yea, . 

10 .MPIJ's hiihcsl actual cost o r scrv1cc, $211 .559. occurs in the first full operational year. 
11 A \1 PIP"s poposed lc,d.,.cd cost of SCf'\•icc is S111 .897 . It is UJK more than its highest actual 
12 ~ lhal fact alone 1'1 rcas.on to rC"JCCI AM l'IP"s mt:..1.hod 

14 A air, Inell.led cosa of (;(:f"\ c 1.s less than the acl ual for the first tcu yean. and above 1he 
15 xt....J 1'1f 1hc las-s lhU1)•fi, c )c.us rhC' lug.hcsl actual co-.1 of service ,s in my analys,-. 1s 
16 ~- "hic.h occur'i 1n the fir5t )car 1k IO\\ Cst 1) Sl71J.442. which occurs m 1hc: la)t year 
17 Ilk- k,,:-hLN. u1 ul \1 991 JJ. '41uch falls h1:11.11 cco 1hc h1~s1 ant.I lu\\C.)I, IS 1111 a,1..-r.1gc 
18 1ncll.bJ,c ,,! caming t.W> l"llc<;c numbc" arC' found in m) exhibit which I) uttacht"d. Colwnn I 
19 hli thC" ) c;&r-b\. •)car ac:u.wl ~, of ~-n,cc Column J has the lcvclm:d co-.1 of '-t"r.•1cc. Colwml!!i 
20 I and J ~c fln pa •c .! c.f m) c,h1bn 

21 (J U,...: 1h1~ ~m .appl'upnmo.: ' 

22 .\ \'C" T'bt-k,dv..cd ,o-.tofSc.'n1cc 1"< lownthanthcac1ualin thc:carly)caDbtcuu.--c 
23 ~1atcd plan• m:il..c:<i 1ht ..ctu:otl COSI of sen 1cc rclatl\'d y high As plaru dcpn."C:atc-!1-, 1he 
24 -. ... •1""1 "'' II naitua.11~ drop bdu\l. 1h( lc, dlJ'cd Ille lcvclucd cost of !ler,1cc 1!o1,.• fl1..-c11 vdy 
25 nung 1n1cres1 ch.luge:) ,n thc1,.•Jil) )CB~ and 11.."CO\C'rmg them m the later )cars l'h1s 1s how 
26 the <°'dlJ'ed co~ u SC'f'\1cc 1!o ,.ks1cncd lo \4 0t l.. It muLcs r.ilC'S more aflordablc c::u l)-011 when 
27 uad1U,""t'\al aK1 of '!II..T\1t. .. c ,., s1mpl) 100 lugh 10 !oupport a rnarkct ·n,is earl) )Cat shortfoll 1s 
28 m.»dC" up 1n Lstcr , c.us, "'tth 111tc:rcs1 

29 (J \ lC" componcnl ol rre'ic..-nl ,uhx unal) "''' I:) 1hc d1-.count f'3lc . Y.1l!tl 1s ~our d1!>tount rate ' 

30 \ llw: ~.,,,-.i u l tkbl It 1, .1rp111pr1,1tc a, 11 1s 1hc co~1 uf money fo, A~H'IP 



1 A t.afT \4 ltnc).S Jar.obson 1s addressing the sales forccas1s and tariffs. "lncrc -.-i ll be only one 
2 ttanspon rate- for A~Wll"'s transrmssion scrv1c.: Mr. Jucobson will de\·d op that rate: based on 
3 m) k\c:h:red \.OSI of Stt'\'lCC rc-commcnda1ion alloca1cd to his determination of sales Wlits 

4 Q ila\c: )OUM~ further recommendations? 

5 A Tlus case- h.u nccCUM1 ly placed hctl\'y reliance upon estimates that have \'l.r)'ing dclVCC'.5 of 
6 support Inc saks number 1s used for cxh o f the 45 yean. though one can expect the currc:nt 
7 csttffl81c' .... 111 onl) comc1dmtally mirror the ac1ual results. Hy necessity we use es1imatcs for a 
8 surM1p uuht~ . but "4-C \4'1II dc\clop ac1w1ls I n.·commcnd that AMPIP's cost of service be 
9 tC\,cv.-cd c1thn 1n I Q99, b.1scd on 1998 results. ur m 2000. based on 1999's results. The 

10 c·ommtWOO ~Id orda this tc\' ICW when the current rate is approved so that AMl'IP is put on 
11 noo« 

12 0 I ha\ c no further qucsuons 



AMP1 Pipeline Cost of Service Sl8f'J Emit,;t_ lGAR·1J 
NGtl.015 P!l!:One 

~ - --~ RetUfn -- -lJne - Yew - -- .......... (Co1E a 9"4) ......... , .... 
l•I lbl (c) (d) (e) iij (gt (h) 

1 1995 $1 256,056 $15,352 
2 1996 0 30,704 $1 .210,000 
3 1997 0 30.704 1,179,296 S107.518 S39.450 $31 ,368 
4 1998 0 30.704 1 148,592 104,755 40,042 32,231 
5 1999 0 30.704 1,117.888 101 .992 40.642 33.117 

' . 2000 0 30.704 1,087,1M 99.228 41 ,252 34.028 
7 5 2001 0 30,704 1,056,480 96.465 41 ,871 34 .963 

• 6 2002 0 30,704 1 025.776 93.702 42,499 35.925 

• 7 2003 0 30,704 995.072 90.938 43,136 36,913 
10 8 2004 0 30,704 964 .368 88.175 43,783 37.928 
11 9 2005 0 30,704 933.664 85,411 44,440 38.97T 
12 10 2006 0 30,704 902.960 82.648 45,107 40.043 
1l T1 2007 0 30.704 872.256 79.885 45,783 41.144 
14 12 2008 0 30.704 Ml ,552 n .121 46.470 42,275 
15 13 2009 0 30,704 810.M8 74,358 47 ,167 43,438 
16 " 20TO 0 30,704 780.144 7 1,595 47 875 « ,632 
17 15 2011 0 30 704 749.440 68.831 48,593 45,860 
11 16 2012 0 30.704 71 8 ,736 66.068 49,322 47,121 ,. 17 2013 0 J0,70C 688 032 63.305 50.061 48.417 
20 18 2014 0 30,704 657 328 60 54T 50.812 49,748 
21 9 20T5 0 30.704 626,624 57,778 51 .575 51 ,116 
22 20 2016 0 30.704 595.920 55.014 52 348 52.522 
23 1 2017 0 30704 565.216 52.251 53,133 53.966 
24 22 2018 0 30 704 534,5 12 49,488 53,930 5!,,450 
25 23 20T9 0 30,704 503.808 46,724 54 739 56975 
26 2• 2020 0 30 704 473. 104 43,961 55.560 58.542 
27 25 2021 0 30704 442 400 41 198 56.394 60,152 
21 25 2022 0 30,704 411 ,696 38,434 57 ,240 61 .806 
29 27 2023 0 30.704 380.992 35,6 71 58.098 63,506 
30 28 202< ~ 30,704 350.288 32.908 58 970 65.£'.52 
l1 29 2025 0 30.704 319,584 30. 1« 59.854 67.047 
32 30 2026 0 30,704 288.880 27.381 60.752 68,891 

" 3 2027 0 30.704 258,176 24,618 6 1,66' 70,785 
34 32 2028 0 30.704 227 472 21 854 62.588 72 .732 
35 33 2029 0 30,704 196.768 19,091 63.527 74,732 
36 34 2030 0 30,704 166,06-4 16,327 64 ,480 76,787 
S7 35 2031 0 30 704 135.360 13,564 65,447 78.899 
38 36 2032 0 30,7 04 104 ,656 10801 66 429 81 ,068 
39 37 2033 0 30 704 73 952 8037 67 ,426 83 298 
40 38 2034 0 30 704 43 248 5,274 68437 85.588 
41 39 2035 0 30 704 12 544 2 5 11 69 463 8 7.942 
42 40 2036 0 12 544 0 564 70,505 90.360 
43 ., 2037 0 0 71 563 92 M 5 .. <2 2038 0 72 .636 95 399 .. • 3 2039 0 73.726 98022 .. .. 0 74,832 100718 
47 45 20< 0 75.954 103.487 
48 1 ... , SI 256 056 Sl 256 056 
49 lnle<HtCom nent of Levehzed Rate (L 48 , Cot K, less L. 48, Col. JI 

50 Net Prewnt Value (aum of individual year's . 1-45) 
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$209 040 $ 199 1 2 
207 731 199 112 4 
206 455 199 112 5 
205,212 199 112 6 
20C,003 199 112 7 
202 829 199 112 8 
201 .691 199112 9 
200 590 99 112 10 
199 527 199 112 11 
198 502 199112 12 
197.516 199 112 13 
196,571 199 112 14 
195667 199112 15 
194 806 199 112 16 
193988 199112 17 
193 215 1~ 112 111 
192 -'87 1~ 112 19 
191 806 199 112 20 
191 173 199 112 21 
190 589 199 112 22 
190 05,~ 199 112 23 
189 573 199 112 24 
189 1'3 199 112 25 
188 768 199 112 26 
188 "8 199 112 27 
188 16' 199 112 28 
187 979 199112 29 
187 834 1~ 112 lO 
187 749 199 112 31 
187 728 199 112 32 
187 770 199 112 33 
187 878 199 112 l-4 
188 05,C 199 12 35 
188.299 199112 36 
18861( 199112 37 
189002 199112 38 
189 -'65 199112 39 
190 003 199 112 ,0 

190 620 199 112 41 
173974 199112 , 2 
16' 408 199 112 43 
168035 99112 « 
171 748 199 112 45 
175 550 199 112 46 
179." 2 199 112 47 

sa 591 120 ss 960 040 48 
S368,320 49 

S.2 166 577 S2 166 577 SO 

AMPI Cost of Service 
NGl7-015 

S~ Eahibk_ tGAR 0 1) 
P!9! Two 

Source, 

ols (a) and (bl 45 yea, levehzed hfe beginning in 1997 
It) Plan! in service per AMP! Statement M 
(di Dep,eoalK>n per AMPI Statemen1 M 
(f) Return ,s the debt cost Per Statement G 
(g] Operating expenses pe, Statement H 
(hi Property taxes pe, Statemen1 l 
Ii] FOfecasted revenue requirements before levehzatK>n 
~I levehzed revenue requirement 
hl, I 49 Levetized payment canying charges (9% pe< year) 

11I and @ llne 50 Net rvesent value of 45-vear revenue streams 



BEFORE THE 
PUBLIC UTILITIES COMMISSION 

STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF 
ASSOCIATED MILK PRODUCERS. INC., PIPELINE. INC 

FOR AUTHORITY 
TO ESTABLISH A REVISED TRANSPORTATION RATE 

FOR NATURAL GAS SERVICE 
IN SOUTH DAKOTA 

Docket No NG97-015 
T est1mony of Oavtd A Jacobson 

On Behalf of the Comm1sst0n Staff 
March 1998 

O V'/hat 1s your nam~ and by whom are you employed? 

A My name rs David A Jacobson and my bi.,s1nes:. address 1s Pubhc Ut1lrties 

3 Commrss100 State Capitol Bot'dn,g Pierre South Dakota 57501 I am presently 

4 employed as a Ut,hty Analyst wtth lhc Fixed Utilities Oivt!itOn of the Publ~ Utilities 

Commrsst0n 

6 

7 

0 

A 

Please describe 1our educat100al background and expeuence 

I received a Bacllek>f of Sc~nce Degree m Business Adm1n1strat10n ma1oring m 

8 management 1n 1980 and subsequentty compleled maJor course work m 

9 accountmg at the Universrty of South Dakota I have been with the Public Ut1hties 

10 Comm,ssion since May of 1984 

11 

12 

0 

A 

Have you prev,ously testified before !he Com1rnsst0n? 

Yes I have prbented 1estmony 1n eleven rate increase apphcattans and mother 

13 docketed maners t>efore the Comm1ss1on 

14 

15 

0 .. 
v.Alat 15 the purpose of your testimony ,n 1h1s proceeding? 

I shall 01esent Staff's determ1nauon of the uansponauon volumes used as the 

16 denominato, to determme the per dekatherm (Oki) rale whlcil wdl apply to 

17 Assocaatf"d M1bt PrOOucers Inc Pipeline. Inc's (AMPlP's) customers 

, ':S recommr-nd certa in changes l f"I the proposed tariff submitted m lh 



o How did AMPIP oeterm,ne transportatt0n volumes in their application? 

A In response to a Staff data ,equest, AMPIP explained that their volume estimates 

were based on an August 1996. canvassing of potential busrness and restdential 

customers tn the oty of Freeman The suivey, conducted by Northern States 

5 Power Company's Natural Gas Services, was undertaken to determine the 

6 ie_., of ollemg natural gas to City residents It should be noted that AMPIP 

assumed that one Md (thousand cuboc feet) equals one Dkt and Staff will do the 

8 same 

9 

10 

a 
A 

How did Staff make rts determmatlOO of transpon.abon volumes? 

Per data request. Staff rece1ved the results of the study conducted for AMPIP. 

11 Staff then cootaded the City of Freeman finance officer and requested 

12 w,tom,,a 10n regardlf'l9 customers a.urently hooked up and customers eicpected to 

13 be hc::loited uo ., the near future Staff also mqutred as to whether there had been 

14 any e~nts WhlCh woukj resutt in changes to the volumes expected to be 

15 Of!Mfed to indrnduat cuslOO"lefS On February 18th. 1998, Staff Witness Risk>v 

16 and I uaveled to Freeman to further discuss customer numbers and volume 

17 estmates WTth City personnel 

18 

19 

a 
A 

How did AMPIPs volume estimate compare 10 Staffs findings? 

Startng wtth the smal volume_ class. AMPIP es!Jfflated 132 customers wrth annual 

20 oonsumption of 110 0kt each Staff's Inveshgat1on revealed that as of January, 

21 1998 the, Cny of Freeman was actually serving 253 small volume accounts The 

22 c:,ty provided a breakdown of small volume usage 1nchcating how many furnaces. 

23 water hea1e1s and dryers/fireplaces/heaters were actually being seived as of 

24 February 15 1998 As shown on E•h'1rl_ (OAJ-1). 187 residential furnaces, 72 

25 restdential water heaters and 32 dryers fireplaces or heaters were being served 

26 on that date Staff eshmated usage of 85 0kt for residentia l furnaces. 30 0kt for 

27 waier healers and 5 t fOf dryers foeplaoes o, heaters AMPIP's estimate of 

28 total annual small volume consump11on tS 14 ,520 0kt Staffs estimated volume 

29 os 18.215 Dkt 



For the medium volume or corrvnercaal class, AMPIP estmated 35 customers wrth 

annUJI throughput of 400 0kt each or 14,000 0kt total annual consumption. 

3 Staffs investigahon revea~ that 23 commercial customers were either taking 

service currently or expected to be taking service shortly. Three of these 

5 customers had volumes specifically estimated and the remainder were estimated 

6 to average 400 Ok! of annual throughput Statrs estimated volume is 11 .800 0kt 

fOf the medium volume or commerc.al class 

AMPIP's estimated throughput for mne large volume, or large commercial 

9 customers is 39.500 Dk1 Staffs Investigauon revealed that of the m,,e customers 

10 tdenufied by AMPIP as large commercial . two were actually being served as 

11 medium volume or commeraal customers Also. one of the large commercial 

12 customers denttf~ by AMPIP had now decided not to ta~.e natural gas service 

and a nother t\.td appro:,umately doublea the size of its operat10n Stafrs large 

14 commeraa1 volume estimate ,s 40.200 0kt 

15 fhe final customer to be consKfered m derrv1ng a total annual throughput 15 AMPI 

16 Both Staff and AMPIP have estmated thrs votume at 144,000 0kt 

17 ~t '5 the r1nal companson of AMPIP's lotat annual throughput and Staffs total 

18 annual throughput? 

A AMPIP has est1ma1ed 214 _000 0 kt annual thJOughput and Staff has estimated 

20 214 2 15 0kt annual throughpul 

21 0 Does Staff believe lhat the throughpul lhf:y have estimated Is reasonably 

22 accurate? 

23 A Staff behl!ves It IS the most accurate estimate possible at !hrs tme however there 

2• are several vanabk!s whteh could sgnrficantly alter actual volumes Obv10usly, 

25 none of the customers served by lh1s system have a long history of usage to 

26 exam,ne Pnor to lh1s last fall, AMPI was the onty customer being served Usage 

27 by AMPI dunng the 199611997 wrnter may refleci the extreme weather conditions 

28 at hat t1rre Addrttonal customers may hook up to the system m the short term 

29 depending on nalural gas and alternative energy pnces 



O Has Staff escalated future annual throughput to account for growth? 

A Staff has considered a growth adJustment but not included one in its estimate. ll 

rs hard to determine whether. or to what degree growth In throughput will occur 

,n Freeman Many smaUer communities m South Dakota are decreasing in size 

as the p<>pulahon ages and as people migrate to the larger cities . On the other 

6 hand many communities are expeneoong growth through economk: expansion. 

Many commumhes around Freeman are already served by natural gas therefore 

8 somewhat neutrahz1ng rts effect on attract.mg new customers. Staff recommends 

9 tf'\e Comm1ss10n review the rate determined in this proceeding after a period of 

10 twne to true up the rate once addrt.K>nal h1stoncal data tS available. 

11 0 If the annual throughput of 214.2 15 0kt Is applied, what JS the resulting rate for 

12 transpona ion services on the AMPIP system? 

13 A 0Md1ng tne oost of c;ervice provtded by Staff Witness RtSk>Y of $199,112 by 

14 Staff's expected transportation volume of 2 14,215 Oki resutts in a rate of $.9295 

1.5 per Oki 

16 

17 

0 

A 

Wlat do you recommend regarding the tariff fifed by AMPIP in this apphcauon. 

I have recommended to AMPIP certain changes lo the tariff submitted. Certain 

18 condltlOllS and prov,s10ns In the tantf are not ~pec,fically articulated in the tariff but 

19 instead mirror and are ref ere~ to Northern Natural Gas Company's tariff on file 

20 Wtth the Federal Energy Regulalory Comm1ss10n I have asked that AMPIP delete 

21 l he references and add lhe actual cond1t1ons or prov1s10ns AMPIP has also 

21 included a ruov1st0n for Rsell1ngR excess gas needed for pipeline operations 

23 AMPIP rs currer:tty prepaung a response so that Slaff can determine if thrs service 

24 should be tanffed or not Other changes which are considered Mclean up" have 

25 also been suggested to AMPIP AMPIP has expressed that they have no maJor 

26 problems with the suggested changes 

27 0 I have no turthe, questt0ns 
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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE APPLICATION OF 
ASSOCIATED MILK PRODUCERS, INC. 
PIPELINE. INC. FOR APPROVAL OF CHANGE 
IN AN INTRASTATE NATURAL GAS 
TRANSPORTATION RATE 

FINDINGS OF FACT AND 
CONCLUSIONS OF LAW; 

NOTICE OF ENTRY OF 
ORDER 

NG97-015 

On SeOlembef 5 1997 the Assooated Milk PrOducers Inc P1pehne Inc (AMPIP). 
a suos,o ary of A ssociated Milk PrOducers Inc (AMPI ) hied With !he Pubhc U!1hl1es 
Comm,ss1on (Com ssion) an apphcallon request ing a rev1s1on to its natural gas 
transporunoo rate and tar so 1t may serve both AMPI and a new mun,c,pal gas ut1hty 10 
oe ownea and operated by the City of Freeman South Dakota {Freeman) No other lype 
of servce or r.r.e II be ered on 1he pipehne at this IIme In the future, AMPIP may add 
addfhonal farm lap ws1omers along the line, at the same rate under Schedule FT AMPIP 
also requested a waiver of ARSD rules 20 10 13 04 and 20 10 13 05 AMPIP proposed 
an effective date of October 5 1997 

Accoro,ng 10 11,. .;;pphcat,o., there are three mator reasons for the rate change 
First the µ-oposeo rate 1s a VOlumetnc rate per Md rather than the OJrrent monthly r,xed 
d"large A vour.etnc rate allowl more flex1bfl1ty 10 bOth AMPIP and Freeman as customers 
are addeo within the mun,c1pahty and volumes change over time II also sends pricing 
signals o Freeman and AMP! related to their ut1hzaI1on of me p1pehne fac1l1Iy During 
penOds ,;,f use CUSIC>r"er btll s will reflect that lower seasonal use, and vice versa 
Second a oortt()l'l of Ine p1pehne wilt t>e sold 10 !he City of Freeman whldl changes the 
l.d'l08fly1ng cost data suoPOf11 me old rate Thno al!er shghlly more than a year of 
ope,-atJOn more accurate cosI data Is now available The proposed rate Is SO 99 per Mcf 
Botti AMPI and Freeman have agreed 10 the proposed volumetric rate 

By oroe; dated Ocl:Ober 3 1997 !he Comm1ss1on al lowed the transportation rate to 
go l"llO effea on Odober 5 1997 subfeCl 10 refund and required AMPIP to deposit a f11tng 
fee pur suant 10 SDCL 49-l A-8 By amended order dated March 19, 1998, a heanng was 
scheOuled fOf March 30 l 998 In Sioux Falls South Dakota The heanng was held as 
scheouled 

At its r.Aay 12 998 mee11ng, the Commission considered Ih1s matter The 
Cornmtss,on ruled as follows (1) AMPIP shall use a forecasted 45 year level1zed cost of 
se,vice caJoJtated In the same mal'Vlel' as found on Exh1b1I 4, (2) the current $ 99 rate per 
Md shall be leh In place unI1I September 1, 2000 subject to refund at an interest rate of 
9% (3) any undefcollec:1tons by AMPIP are at the risk of AMPIP, (4) deprec1ahon on the 
faohty shall begin when the plant was first used In March of 1996, (5) AMPIP shall refile 
the prop,osed tanffs that Ira>rpaate Staff's recommendations thal AMPIP agreed 10 at the 
hearmg fOf Staffs review and (6) AMPIP shall submit an appl1cat1on for a change In the 



WY.rastate natural gas transportation rate by March 1. 2000 Cha irman Burg dissented on 
the charging of In1erest 

Based on the evidence received al the heanng lhe Comm1ss1on makes the 
fol ng Findings of Fact and Conclus1ons of law 

FINDINGS OF FACT 

1 On SepIember 5 1997 AMPIP filed an apphcal1on requesting a rev1sIon lo 11s 
natural gas transpona!lon rate and tariff so 11 may serve both AMPIP and a new municipal 
gas ut1hty to be owned and operaled by Freeman Exh1b11 1 

2 Although AMPIP's calcula11ons ind1cafed a rale of S 945 per Mcf, AMPIP 
requested n1aI IIs currenl S 99 rate per Mcf be left ,n place until September 1 2000 
sut>,ea to refund Tr at 5 18 AMPIP believed !hat the raIe was reasonable since sales 
PfOI tIons are less than anI1c1paled In the near term and the p1pel1ne Is being operaled 
fl.ISi to recover c.osIs Tr at 29 AMPIP further stated that any undercollect,ons would be 
at the risk of 1he p1pehr.e company Tr at 18 

3 AMPIP d1sapreed with Staffs recommendat ion that set the date in serv,ce back 
18 months from AMPIP's proposed dale In service Tr at 15 The effect of Staffs 
recommenaa1t00 was that deprecmI1on would bog1n earher Staff's recommenda11on was 
based on wne1 me p1pel1ne Degan opera11ng, wh1d1 was Mc:1reh of 1996 Tr at 47--48 

G Staff recommended a rate of S 9295 per Mcf based on a levehzed cost of service 
of S1 99 112 00 Tr a 34 37 Exh1b1t 4 Exh1b1t 5 Staff recommended an ,nterest rate of 
9% fOf any refund wt11Ch 1s AMPIP's debt cosl Tr at 44 

5 Slaff recommended cnanges to AMPIP's proposed tariff whtch AMPIP agreed to 
at the hea11ng Tr at 24 -25 

6 The mayor of freeman stated that the city agrees with leaving the S 99 cent rate 
pe,r un111 the year 20CXJ Tr at 61 

7 fhe Commission finds that it w,u allow AMPIP to continue to charge its current 
rate ct S 99 per Mcf un11I September 1, 2000, subJect to refund al an interest rate of 9% 
The Comm1ssK>n wtU anow this since any overcollect1ons w,H be refunded with interest 

8 The Comm1ss10n finds that AMPIP shall use a fOfecasted. 45 year levehzed cost 
of set'VlCe calculated ,n the same manner as found on Exh1b1t 4 

9 The Comm,ss1on finds that any undercollections by AMPIP are al the ri sk of 
AMPIP 



10 The Commission finds that deprec1at1on on the fac,hty will be calculated from 
1ne time tne olan1 started bemg used 1n March of 1996 

The Commission finds thal AMPIP shall refile the proposed tariffs !hat 
r,corporates Staffs rec:ommenaa11ons that AMPIP agreed to at the heanng The revised 
1an s shall be reviewed by Staff 

2 The Comm1ss1on finds that AMPIP shall submit an application for a change ,n 
ne intrastate na1ural gas transportation rate by March 1 2000 

CONCLUSIONS OF LAW 

1 The Commission has JUrisd1ct1on over this mailer pursuant to SDCL Chapters 1 • 
26 and • 9-34A spec,focally 1-26-17 1 • 9-34A-'1 •9-34A-6 •9-34A-8 •9-34A-10. •9-34A-
11 • 9-34A-12 • 9-34A-13 • 9·3•A-13 1 49-34A-17 •9-34A-19 and 49-34A-21 

2 The Cormi1ss,on condudes thal atlowlng AMPIP to conunue to charge 11s current 
ra1e of S 99 per Md lll?il September 1 2000. sub}EK:t to refund al an interest ra1e of 9% 1s 
lair and reasonable AMPIP shall also comply w11h the Comm1ss1on·s Fmd1ngs of Fact 7 
ltvough 2 1ndus,ve 

It 1s therefore 

OROE.REO that AMPlP may conunue to charge 11s current rate of S 99 per Mcf until 
September 1 2<XK) sub,ect to refund at an interest rate of 9%, and 11 1s 

FURTHER ORDERED that AMPIP shall use a forecasted, 45 year levehzed cost 
of service calculated 1n the same manner as found on Exh1b1t 4, and 1t 1s 

FURTHER ORDERED, that any undercollect1ons by AMPIP are at the nsk of 
AMPIP and 11 ,s 

FURTHER ORDERED that deprec1allon on the facility will be calculated from the 
lime the piant started being used ,n March of 1996, and 1t 1s 

FURTHER ORDERED lhal AMPIP shall reftle Ille proposed lartffs lhal 1ne0<porate 
Staff's recommendatoos that AMPIP agreed to al the heanng and the revised 1anffs shall 
be reviewed by Slaff and II IS 

FURTHER ORDERED that AMPIP shall subm11 an apphcal1on for a change 1n the 
intrastate na1ural gas 1ranspona11on rate by March 1, 2000 



NOTICE OF ENTRY OF OROER 

PLEASE TAKE NOTICE that this Order was duly entered on the ~ day of 
J i..ne. 1998 Pursuant to SDCL 1-26-32, this Order w,11 lake effect 10 days after the date 
of receipt 0< failure 10 accept dehvery of the dec1s1on by the par11es 

Dated at Pierre South Dakota. th,s ,;/J day of June, 1998 

CERTFICATE Of SERVICE BY OROER OF THE COMMISSION 
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