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MAY. ADAM, GERDES & THOMPSON LLP

PIERRE, SOUTH DAKOTA $7501-0160

January 9, 1998

HAND CARRIED

Mr. William Bullard, Jr.

Executive Director

Public Utilities Commission

State Capitol

500 East Capitol Avenue

Pierre, South Dakota 57501-5070

RE: IN THE MATTER OF THE APPLICATION FOR AN ORDER ESTABLISHING A
NATURAL GAS LOCAL DISTRIBUTION UTILITY, AND TO ESTABLISH
INITIAL NATURAL GAS TRANSPORTATION RATES FOR NORTHERN
BTATES POWER COMPANY

Docket NG97-021
Our file: 0185

Dear Bill:

Enclosed is a letter to the Commission addressing the issue which
was raised in yesterday’s Commission meeting concerning this
docket. We ask that you notice an ad hoc meeting for Monday,
January 12, 1998.

I will be happy to forward this letter to Suzan Stewart by
telecopier.

The question for the Commission is whether it will acknowledge
NSP’s application and filing in this docket and permit the flow
of construction gas to accommodate Hutchinson Technologies, Inc.,
subject to the ultimcte decision of the Commission in this docket
as to NSP’s status as a natural gas utility in this state and as
to the approval of its tariffs.

Thank you very much.
Yours truly,

MAY, ADAM, GERDES & THOMPSON LLP

‘NMQQ

B2

DAG: mw

Enclosure

cc/enc: Suzan Stewart, by fax 712-252-7396
Jim Wilcox




May, ADAM, GERDES & THOMPSON LLP

PIERRAE, SOUTH DAKOTA 575010160

January 9, 1998

Jim Burg, Chairman

Pam Nelson, Vice Chairman

Laska Schoenfelder, Commissioner
Public Utilities Commission

State Capitol

500 East Capitol Avenue

Pierre, South Dakota 57501-5070

RE: IN THE MATTER OF THE APPLICATION FOR AN ORDER ESTABLISHING A
NATURAL GAS LOCAL DISTRIBUTION UTILITY, AND TO ESTABLISH
INITIAL NATURAL GAS TRANSPORTATION RATES FOR NORTHERN
STATES POWER COMPANY
Docket NG97-021
Our file: 0185

Dear Chairman Burg and Commissioners Nelson and Schoenfelde

This letter is written on behalf of Northern States Power Company
as a follow-up to the presentation which was made to you during
your regular meeting on January 8, 1998. By this filing NSP
seeks to clarify its intentions with respect to this filing in
view of the concerns raised by MidAmerican Energy at yesterday’s
hearing.

NSP has made a detailed filing with the Commission which includes
prefiled testimony and exhibits fully explaining the project.
Nothing stated in this letter is intended to change the substance
of that filing. At this point NSP seeks to flow construction gas
to its one customer, which is under contract, Hutchinson
Technologies, Inc., located in the Sioux Empire Development Park
No. 5 in northeast Sioux Falls, South Dakota. To accomplish
this, NSP simply asks the Commission to acknowledge that for this
limited purpose NSP is entitled to flow construction gas, subject
to the Commission’s ultimate decision in this docket as to NSP’s
status as a natural gas utility and as to the approval of NSP’s
final tariff.

The pipeline and associated facilities have been constructed in
compliance with Federal and State safety standards to ensure
safety to the public and the Hutchinson Technologies construction
site. Further, Commission staff has monitored the progress of
construction. The line is ready to flow gas.
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NSP understands and acknowledges that MidAmerican Energy, and
perhaps others, are entitled to intervene in this proceeding and
contest all or any part of the relief sought in this docket. The
risk of going forward is NSP’s, and it is willing to do so. NSP
understands that it has the burden of going forward and obtaining
the Commission’s approvals sought in this docket. 1In the
meantime, NSP requests that the Commission accommodate Hutchinson
Technologies’ need for construction gas.

Yours truly,

MAY, ADAM, GERDES & THOMPSON LLP
= )ﬁﬁkﬁ[ < e =




MAY. ADAM, GERDES & THOMPSON LLP

PIERRE, SOUTH DAKOTA 575010160

January 20, 1998

RECEIVED

HAND CARRIED

Mr. William Bullard, Jr.

Executive Director

Public Utilities Commission

State Capitol

500 East Capitol Avenue

Pierre, South Dakota 57501-5070

RE: IN THE MATTER OF THE APPLICATION FOR AN ORDER ESTABLISHING A
HATURAL GAS LOCAL DISTRIBUTION UTILITY, AND TO ESTABLISH
INITIAL NATURAL GAS TRANSPORTATION RATES FOR NORTHERN
STATES POWER CONPANY

Docket NG9S7-021
Our file: 0185
Bill:

sed are an original and ten copies of a jurisdiction letter
regquested by the Commission in the above docket.

Yours truly,

MAY, ADAM, GERDLS & THOMPSON LLP

/
o, Bl < R,
DAG : mw
Enclosures
cc/enc: Jim Wilcox

John Winter
J.P. Johnson, Esq.




RECEIVED

GERDES & THOMPSON LLP

SOUTH BIERRE STRECT SOUTH
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PIERRE, SOUTH DAKOTA 57501 0160

MAy, ADAM

January 20, 1998

Jim Burg, Chairman

Pam Nelson, Vice Chairman

Laska Schoenfelder, Commissioner
Public Utilities Commission

State Capitol

500 East Capitol Avenue

Pierre, South Dakota 57501-5070

RE: IN THE MATTER OF THE APPLICATION FOR AN ORDER ESTABLISHING A
NATURAL GAS LOCAL DISTRIBUTION UTILITY, AND TO ESTABLISH
INITIAL NATURAL GAS TRANSPORTATION RATES FOR NORTHERN
STATES POWER COMPANY

Docket NG97-021
Our file: 0185

Dear Chairman Burg and Commissioners Nelson and Schoenfelder:

At its ad hoc meeting of January 12, 1998, the Commission
acknowledged Northern States Power Company-South Dakota’s
("NSP-SD") application and filing in this docket and permitted
the flow of construction gas to accommodate Hutchinson Tech-
nology, Inc. During those proceedings, Commissioner Schoenfelder
asked for a written statement from the Company outlining its
reasons for advocating that the Commission has jurisdiction to
regulate NSP-SD as a gas utility. This letter is intended to
fulfill that function.

“The Commission shall regulate to the extent provided in this
chapter every public utility as defined herein.” (Emphasis
supplied). SDCL § 49-34A-4.

“'Public utility,’' any person operating, maintaining, or con-
trolling in this state equipment or facilities for the purpose of
providing gas or electric service to or for the public in whole
or in part, in this state.” sDCL § 49-34A-1(12).

“‘Intrastate natural gas pipeline,’ any natural gas pipeline
located entirely within the state that transports gas from a
receipt point to one or more locatjons for customers other than
the pipeline operator.™ (Emphasis supplied) [exceptions not
relevant to this application are omitted). SDCL § 49-34A-1(9A).

“‘Gas utility,' any person operating, maintaining, or controlling
in this state equipment or facilities for providing gas service
to or for the public.”™ SDCL § 49-34A-1(9).

“‘Gas service,' retail sale of natural gas or manufactured gas
distributed through a pipeline to fifty or more customers or the
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sale of transportation services by an intra ate natural gas
pipeline.” (Emphasis supplied) SDCL § 49-34A-1(8)

From the foregoing it is clear that the Commission has the
obligation to requlate a public utility, and that a public
utility is one which maintains or controls equipment or
facilities for the purpose of providing gas. It is important to
note that the Commission’s jurisdiction is invoked when a company
paintains or controls equipment for the purpose of (not that is
actually serving) providing gas. Schedule 2 of Dan Woehrle’s
testimony contained in NSP-SD’s application describes the project
in detail. On page 1 of his testimony Mr. Woehrle summarizes the
project as follows:

NSP is proposing to construct, maintain and operate a
new natural gas distribution system consisting of a
steel pipeline approximately 3.5 miles in length,
regulating and metering facilities, and a 60 PSIG
polyethylene distribution system. These proposed
facilities will be constructed, maintained, and
operated according to standards which meet or exceed
the minimum federal safety standard for transportation
of natural gas described in United States Department of
Transportation Safety Regulations, Title 49, Code of
Federal Regulations, Part 192.

At page 4 of his testimony accompanying NSP-SD’s application,
Wilcox states:

NSP is now planning to construct a 3.5 mile long,
4.5 inch diameter steel distribution lateral pipeline
from near the terminus of the 13 mile Angus C. Anson
natural gas fuel supply pipeline to the new Hutchinson
Technologies, Inc., facility in the Sioux Empire Devel-
opment Park number S in northeast Sioux Falls, South
Dakota.

From the foregoing, it is apparent that NSP-SD will be

~ v operating, maintaining, or controlling in this state
equipment or facilities for the purpose of providing gas . . . to
or for the public in whole or in part . . ..” NSP-SD is there-
fore a “public utility” which the Commission "shall regulate.”

Not only is NSP-SD a “public utility," it is also a "gas utility”
because it is “operating, maintaining, or controlling in this
state equipment or facilities for providing gas service to or for
the public.”™ Clearly, the facility constructed by NSP-SD meets
the definition of an “intrastate natural gas pipeline” and by
transporting gas for hire through that pipeline NSP-SD has
provided a gas service. Beyond that, however, NSP-SD is main-
taining facilities capable of providing gas service to fifty or
more customers, and can thus invoke the Commission’s regulation
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because is it without question a “public utility”™ which must be
requlated by the Commission under SDCL § 49-34A-4.

The operation of an intrastate natural gas pipeline clearly means
that NSP-SD is providing a gas service, thus entitling it to be a
gas utility. Even if the facility was not viewed as an intra-
state gas pipeline, however, NSP-SD would still be subject to
regulation as a “gas utility,” because it is “public utility”
capable of providing gas service to or for the public. The
Company is a “public utility”™ because of its electric operations.
The new gas service represented by this docket is viewed by the
Company as an extension of its existing services. It would be
odd for NSP-SD’s electric services to be regulated while the gas
services provided by the same legal entity and personnel were
not.

In addition to the foregoing, the Commission’s statutory author-
ity clearly permits it to regulate those voluntarily requesting
it. The Commission has recognized this authority and established
a precedent by accepting rate and tariff jurisdiction over the
AMPIP pipeline even though it served only one customer, its
corporate parent. Docket NG95-017.

The South Dakota Supreme Court has ruled that the Commission has
ubject matter jurisdiction over those subjects of inquiry given
it by statute. State ex rel. Johnson vs. Public Utilities Com-
mission, 381 Nw2d 226 (SD 1986). Ample statutory authority
exists not only to justify Commission jurisdiction but to mandate
it.

In conclusion, the Company is clearly a public utility and
subject to regulation. As such, it is also just as clearly a gas
utility, whether or not it provides service to fifty or more
customers. Thus, the Company is entitled to an order from the
Commission establishing NSP-SD as a natural gas utility regulated
by the Commission. It is further the position of the Company
that, since the Commission has the jurisdiction, if the Company
wishes to be requlated as to rates, the Commission can provide
that regulation.

Yours truly,

MAY, ADAM, GERDES & THOMPSON LLP
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION FOR
AN ORDER ESTABLISHING A NATURAL GAS

: ORDER ASSESSING FILING
LOCAL DISTRIBUTION UTILITY, AND TO )

)

)

)

FEE AND ESTABLISHING

ESTABLISH INITIAL NATURAL GAS INTERVENTION DEADLINE

TRANSPORTATION RATES FOR NORTHERN NG97-021
STATES POWER COMPANY
On December 16 1997, Northern States Power Company (NSP). filed with the
Public Utiliies Commission (Commission) an application for an order establishing a natural
Qas local distribution utility. and to establish initial natural gas transportation rates. The
ntial rate will allow NSP-SD to serve the new Hutchinson Technology, Inc (HTI) facility in
the Sioux Empire Development Park Number 5 in eastern Sioux Falis, SD through a new
distribution lateral pipeline  HTI had contacted NSP-SD and requested the proposed
service The proposed tarff rate schedule, and form of service agreement would establish
NSP-SD as a regulated utility in the state of South Dakota, subject to Commission
jnsaiction  The proposed maximum rate 1s a volumetric rate per Mcf with a per month fixed
customer service charge At present. only HTI is affected by the proposed rate and tariff
The HTI plant 1s expected to be in commercial operation in February of 1998

NSP s also requesting that the Commission waive the tariff schedule arrangement
and form of tarff rules found at ARSD 20 10 13.04 and 20 10 13 05 to the extent necessary
10 accept the proposed tarff and rates on the proposed effective date of January 16, 1998
NSP also requests waiver of any other Commission rules necessary to allow the tariff and
rate to be effective on the date requested NSP has further requested the Commission to
approve the proposed initial rate. subject to refund and subject to hearing, within 30 days
following the date of the filing

SDCL 49-1A-3 authorizes the Commission to require a deposit of up to one hundred
thousand dollars ($100 000) in the South Dakota Public Utilities Commission's (SDPUC)
regulatory assessment fee fund to defray Commission expenses incident to analyzing and
ruling upon this type of filing  Pursuant to SDCL 1-26-17 1 and ARSD 20 1001 15.02 and
03 any individual or entity may file a petition to intervene or may comment on the merits
of NSP's filing on or before February 9 1998

At its regularly scheduled meeting of January 8. 1998, the Commussion considered
this matter  The Commussion found that pursuant to SDCL 49-1A-8, NSP shall be assessed
a filing fee as requested by the executive director up to the statutory imit of $100,000. The
Commission further directed the executive director to set an intervention deadline in this
matter It 1s therefore




ORDERED that NSP shall depostt a filing fee. to be established by the executive
director, in the SDPUC regulatory fee fund and it shall deposit any additional amounts as
requested by the executive director. and it is further

ORDERED, that any individual or entity may file with the Commission its petition to

intervene no later than February 9, 1998

Dated at Pierre, South Dakota, this _._. »4 day of January, 1998

CERTIFICATE OF SERVICE

The undersgned hereby cenifies that th
Gocument has been served today upon af partes
of record i thwe docket as ksted on the Gocket
service kst by facumie or by frst class mad_ 0
properly adoressed ernvelopes. win Charges
prepas therpan

VA, > e

By AL AL sl — UL

8Y ORDER OF THE COMMISSION
~\ // /.
ALy NA7 /7 L)
e ~ - /7{/
JAMES A BURG, Chairman/

PAM NELSON. Commisgioner

wida W lhge i L)y
LASKA SCHOENFELDER. Commissioner




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION FOR ) ORDER GRANTING
AN ORDER ESTABLISHING A NATURAL GAS ) REQUEST
LOCAL DISTRIBUTION UTILITY, AND TO )

ESTABLISH INITIAL NATURAL GAS ) NG87-021
TRANSPORTATION RATES FOR NORTHERN )

STATES POWER COMPANY )

On December 16, 1997, Northern States Power Company (NSP), filed with the
Public Utilities Commussion (Commission) an application for an order establishing a natural
gas local distribution utility. and to establish initial natural gas transportation rates. The
initial rate will allow NSP-SD to serve the new Hutchinson Technology, Inc (HTI) facility
in the Sioux Empire Development Park Number 5 in eastern Sioux Falls, SD through a new
distribution lateral pipeline  HTI had contacted NSP-SD and requested the proposed
service The proposed tarff. rate schedule, and form of service agreement would establish
NSP-SD as a regulated utility in the state of South Dakota, subject to Commission
junisdiction The proposed maximum rate is a volumetric rate per Mcf with a per month
fixed customer service charge At present, only HT s affected by the proposed rate and
taniff

NSP is also requesting that the Commission waive the tariff schedule arrangement
and form of tarff rules found at ARSD 20 101304 and 20 1011205 to the extent
necessary to accept the proposed tarff and rates on the proposed effective date of
January 16. 1998 NSP also requests waiver of any other Commission rules necessary
to allow the tarff and rate to be effective on the date requested NSP has further
requested the Commission to approve the proposed initial rate, subject to refund and
subject to hearing, within 30 days following the date of the filing

Al its regularly scheduled meeting of January 8, 1998, the Commission ordered that
pursuant to SDCL 49-1A-8 NSP shall be assessed a filing fee as requested by the
executive director up to the statutory limit of $100,000 and February 9, 1998, was
established as the deadline for intervention The Commission took under advisement the
request by NSP to permit it to flow gas to its one customer, HTI

On January 12, 1998 at a duly noticed ad hoc meeting, the Commission considered
the matter of permitting NSP to flow gas in order to accommodate its one customer, HT|
The Commission unanimously voted to allow NSP to flow gas through its pipeline, subject
to refund, in order to accommodate its customer HTI It is therefore




ORDERED that NSP shall be allowed to flow gas through its pipeline, subject to
refund, in order to accommodate its customer. HTI

Dated at Pierre, South Dakota, this % day of January, 1998

CERTIFICATE OF SERVICE

The undersigned hereby cerfies that the

t by facsmie or by frst class mad. m propeny
accressed enyelcpes. wih Charges prepad thereon
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BY ORDER OF THE COMMISSION

o ~ ety
JAMES A BURG, Chairman
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PAM NELSON. Commissioner
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ﬁ'ﬁ SCHOENFELDER, Commissioner




MidAmerican
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RECEIVED

JBLIC Suzan M Stewant
MMISSION b

February S, 199% OVERNIGHT DELIVERY

William Bullard. Jr

Executive Director

South Dakota Public Utilities Commission
State Capitol Building

Pierre, SD 57501

In Re: MidAmerican Energy Company
Docket No. NGY7-021

Dear Mr. Bullard

Enclosed please find the original and 4 copies of the Motion to Intervene of MidAmerican
Energy Company for filing in the above-captioned matter

Please file stamp the extra copy and return to me in the self-addressed stamped envelope.

Very truly yours,




RECEIVED

BEFORE THE PUBLIC UTILITIES COMMISSION 1998
STATE OF SOUTH DAKOTA )
TA PUBLIC

MISSION

In the Matter of the Apphication for an

Order Establishing a Natural Gas Local

Distribution Utility, and to Establish DOCKET NO. NGY7-021
Initial Transportation Rates for

Northern States Power Company

MOTION TO INTERVENE

COMES NOW, MidAmenican Energy Company (“MidAmencan™) and moves to intervene
in the above proceeding pursuant to SDCL 1-26-17.1 and ARSD 20:10:01:15.02 - .03 and to the
Order 1ssued by the South Dakota Public Utilines Commission (“Commission™) in this docket on
January 22, 1998

1. MidAmencan is an lowa corporation authorized 1o conduct business in the States of

South Dakota. lowa, lllinois and Nebraska. MidAmerican is a combination natural gas and

electric utility and 1s the largest natural gas local distribution company (“LDC”) in the State of
South Dakota, with throughput of 124,075,345 therms of natural gas to 62,893 customers in
1997. MidAmerican serves 23 communities in the State of South Dakota.

2. Northern States Power (“NSP”) has filed a petition in the above docket to establish a
natural gas local distnbution utility and to establish initial natural gas transportation rates. The
proposed tanff, rate schedule, and form of service agreement would establish NSP-SD as a

regulated utility in the State of South Dakota, subject o Commission jurisdiction. It is proposed

that NSP-SD provide natural gas distnibution services in areas presently served by MidAmerican.




The January 22, 1998, Commission Order established February 9, 1998, as the deadline to file a
peution to intervene or comment on the merits of NSP's filing

3. Any policy which may be developed in this proceeding will have an impact on future
actions of LDCs. Additionally. NSP-SD proposes 1o serve an arca presently served by
MidAmerican. MidAmerican, therefore. has a substantial interest in the outcome of this
proceeding and in any policy decisions developed therein

4. The initial rate proposed will allow NSP-SD to serve the new Hutchinson Technology,
Inc. ("HTT7) facility in Sioux Falls, South Dakota. MidAmerican serves customers in this area
and is therefore a competitor of the potential utility. MidAmerican has an interest in the basis of
rates and services provided by the potential utility

WHEREFORE, for the foregoing reasons, MidAmerican Energy Company moves to

intervene in this proceeding and t be afforded all of the rights of any party theretw.

4
DATED this <" day of February, 1998

Respectfully Submined,

MIDAMERICAN ENERGY COMPANY

Suzan M, Stewaxt
Managing Attorpey

P.O. Box97%8

Sioux City, 1A 51102
(712) 277-7587 (Voice)
(712) 252-7396 (Fax)




CERTIFICATE OF SERVICE

I certify that a true and correct copy of the attached Motion to Intervene in Docket No.
NGYT-021 was sent by first class. postage pre-paid. to the following

Michael J. Hanson

Chief Executive & General Manager
Northern States Power Company
P.O. Box YK

Stoux Falls, SD S7101-095%

Mr. David A. Gerdes
Attorney at Law

P.O. Box 160

Pierre, SD 57501




RECEIVED

SOUIH [ )TA PL
UTILITIE MM /J‘BALC

February 5 1998

Mr William Bullard Jr

Executive Director

South Dakota Public Utiities Commission
State Capnrtal Building

500 E Capttol
Pierre, SD 57501

Re  Petition for Intervention

PAM Natural Gas. LLC. (PNG) of Sioux Falls. South Dakota. petitioner
respectfully requests the South Dakota Public Utilities Commission to allow PNG
to intervene in Docket NG97-021 filed by Northern States Power

PNG is a natural gas marketer doing business in South Dakota. PNG represents
natural gas customers using both transportation and sales gas. PNG would like
to be involved in this docket to provide comments on the transportation tariffs
submitted by Northern States Power Our involvement is intended to ensure that
the proposed tariff allows third party gas suppliers equal access to the pipeline
d by Northern States Power

nst

This Petion 1s made this date. February 5. 1998

PAM Natural Gas. LLC

By . < b—‘:‘
( Jenqifer Enckson
Chy rating Officer
PAM Natural Gas
P O Box 5200
Sioux Falls, SD 57117-5200




May. ADAM, GERDES & THOMPSON LLP
53 sOuTe PEmeE STREET
» 0 80x 8
PIERRE, SOUTH DAKOTA $7501 0160

February 17, 1998 —

Seg®magt com

RECEIVED

9G¥

HAND CARRIED
UTH DAK 4 PUBLIC

Mr. William Bullard, Jr. TILITIES COMMISSION
Executive Director

Public Utilities Commission

State Capitol

500 East Capitol Avenue

Pierre, South Dakota 57501-5070

RE: 1IN THE MATTER OF THE APPLICATION FOR AN ORDER ESTABLISHING A
NATURAL GAS LOCAL DISTRIBUTION UTILITY, AND TO ESTABLISH
NITIAL NATURAL GAS TRANSPORTATION RATES FOR NORTHERN
BTATES POWER COMPANY
Docket NG97-021
Our file: 0185

Dear Bill:

Enclosed are an original and ten copies of a reply to PAM Natural
Gas and MidAmerican’s petitions to intervention the above docket.
Also enclosed is an extra face page of the Petition, which please
date stamp and return to me in the enclosed self-addressed
stamped envelope. [Please file the enclosures.

Yours truly,
MAY, ADAM, GERDES & THOMPSON LLP

(N (X

BY% | R
S 7

DAG: mw

Enclosures

cc/enc: Jim Wilcox

John Winter
J.P. Johnson, Esq.




RECEIVED

4l JBLIC
BEFORE THE PUBLIC UTILITIES COMMISSION MISSION
STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION FOR ) NG97-021

AN ORDER ESTABLISHING A NATURAL GAS )

LOCAL DISTRIBUTION UTILITY, AND TO ) NSP’S REPLY TO
ESTABLISH INITIAL TRANSPORTATION RATES ) PETITIONS TO INTERVENE
FOR NORTHERN STATES POWER COMPANY )

For its reply to PAM Natural Gas' (“PNG") and MidAmerican's
petitions to intervene, Northern States Power Company (“NSP")

states as follows:

1. In its Motion (sic) to Intervene MidAmerican states in

paragraph 3 that “Any policy which may be developed in this

proceeding will have an impact on future actions of LDCs.™ NSP is

unsure what, if any, policy issues might be addressed in this

proceeding.

However, to the extent that any such issues develop,
NSP agrees that MidAmerican reasonably could have an interest in

policy issues.

2. MidAmerican further states in paragraphs 2 and 3 that

NSP-SD is proposing to provide natural gas service in areas

. . . presently served by MidAmerican™. NSP believes that this

assertion is incorrect. As indicated in its prefiled documents,
NSP is proposing to provide service to a new facility in the Sioux

Empire Development Park Number 5 located in northeast Sioux Falls.

This is a new “greenfield”™ industrial park recently begun by the

Sioux Falls Development Foundation. NSP is not aware of any other

natural gas suppliers in this industrial park. SDCL § 9-35-3

provides for non-exclusive service territories for natural gas in

South Dakota. Although MidAmerican serves customers in areas




adjacent to this industrial park, the customer with which NSP has
a contract in the industrial park is not served by MidAmerican.
Therefore, this service by NSP is not duplicative.

3. MidAmerican recognizes in point number 4 that it is a
competitor of NSP's proposed natural gas utility. MidAmerican goes
on to state that its interest in this matter is on the basis of
rates and services provided by NSP. NSP believes that the basis of
its rates and services is proprietary and confidential and should
not be open review by competitors.

4. PNG limits its intervention " . . . to ensure that the

proposed tariff allows third party gas suppliers equal access to

the pipeline installed by Northern States power.”" NSP's filing

clearly shows that it seeks to be designated as a natural gas
utility and to have its transport rate approved, recognizing that
its pipeline is available to others for transport of gas under
appropriate terms, rates and restrictions.

WHEREFORE NSP respectfully requests that the Commission limit
PNG's and MidAmerican’'s intervention to policy issues.

Dated this 17th day of February, 1998.

MAY, ADAM, GERDES & THOMPSON LLP

\{ I

BYE®

DA A. GERDES

Attorneys for

503 Scuth Pierre Street

P.O0. Box 160

Pierre, South Dakota 57501-0160
Telephone: (605)224-8803

Fax: (605)224-6289




CERTIFICATE OF SERVICE

David A. Gerdes of May, Adam, Gerdes & Thompson LLP hereby
certifies that on the 17th day of February, 1998, he mailed by
United States mail, first class postage thereon prepaid, a true and
correct copy of the foregoing in the above-captioned action to the
following at their last known addresses, and sent via telefax to
those indicated, to-wit:

Suzan M. Stewart

Managing Attorney
MidAmerican Energy Company
P.O. Box 778

Sioux City, Iowa 51102
Via Telefax: 712-252-7396

Jennifer Erickson

Chief Operating Officer

PAM Natural Gas

P.O0. Box 5200

Sioux Falls, South Dakota 57117-5200
Via Telefax: 605-339-9909

Michael J. Hanson

Chief Executive and General Manager
Northern States Power Company

P.O. Box 988

Sioux Falls, South Dakota 57101-0988

/ (

A nh L\Z,\ﬁ

~'David A. Gerdes




February 18,1998

Mr William Bullard Jr

Executive Director

South Dakota Public Utilities Commission
State Capital Building

500 E Capitol

Pierre. SD 57501

Re  Amended Petition for Intervention

PAM Natural Gas, LLC. (PNG) of Sioux Falls, South Dakota. petitioner,
respectfully requests the South Dakota Public Utilities Commission to allow PNG
to intervene in Docket NG97-021 filed by Northern States Power

PNG 1s a natural gas marketer doing business in South Dakota. PNG represents
natural gas customers using both transportation and sales gas PNG s
interested in the filing submitted by Northern States Power. Our involvement is
intended to ensure that the filing allows third party gas suppliers equal access to
the pipeline installed by Northern States Power

This Petition is made this date, February 18, 1998

PAM Natural Gas, LLC

%} rEnckson
Chhet Operating Officer

PAM Natural Gas
P O Box 5200
Sioux Falls, SD 57117-5200




STATE OF SOUTH DAKOTA
BEFORE THE PUBLIC UTILITIES COMMISSION

IN THE MATTER OF
Docket No NG97-021
Application for an Order Establishing
a Natural Gas Local Distribution
Utility and to Establish Initial Natural
Gas Transportation Rates for
Northern States Power Company

CERTIFICATE OF SERVICE

| hereby certify that | have caused the Amended Petition of Intervention to
be served to Public Utilities Commission on February 18th, 1998 by first class
mail. postage prepaid The remainder of the service list was served by first class
mail. postage prepaid, on this date

Respectfully submitted this 18" day of February 1998

PAM Najurpi Gas, LLC
Chief

d/\ A (@S 2 S
Jennifé Ergckson

perating Officer

SERVICE LIST

Michael J Hanson

Chief Executive and General Manager
Northern States Power Company

PO Box 988

Sioux Falls. SD 57101-0988

Suzan M Stewart

Managing Attorney
MidAmencan Energy Company
P O Box 778

Sioux City. 1A 51102
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MAY, ADAM, GERDES & THOMPSON LLP
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February 26, 1998 —

RECEIVED
FEB 2 7 1995
SOUTH DAk r
. UTILITIES -~ A PUBLIC
Jennifer Erickson Mission
Chief Operating Officer
PAM Natural Gas
P.0. Box 5200
Sioux Falls, South Dakota 57117-5200

RE: IN THE MATTER OF THE APPLICATION FOR AN ORDER ESTABLISHING A
NATURAL GAS LOCAL DISTRIBUTION UTILITY, AND TO ESTABLISH
INITIAL NATURAL GAS TRANSPORTATION RATES FOR NORTHERN
STATES POWER COMPANY

Docket NG97-021
Our file: 0185

Dear Ms. Erickson:

Please note that I have appeared as attorney on behalf of NSP in
this proceeding. I would greatly appreciate it if you would in
the future serve copies of your pleadings on me as required by
Commission rules. I did not receive a copy of your amended
petition for intervention, the existence of which I only learned
of from Executive Director Bullard.

Yours truly,

MAY, ADAM, GERDES & THOMPSON LLP

Michael J. Hanson
Suzan M. Stewart
Jim Wilcox

8ill Bullard
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MidAmerican
ENERGY

Apnil 14, 199K OVERNIGHT DEIL

Wiihiam Bullard, Jr

Executive Director

South Dakota Public Unlities Commission
State Capitol Building

Pierre, SD 57501

In Re: Northern States Power Company
Docket No. NGY7-021

Dear Mr. Bullard

Enclosed please find the original and 4 copies of the Amended Motion for Intervention and
Comment of MidAmerican Energy Company for filing in the above-captioned matter

Please file stamp the extra copy and return to me in the self-addressed stamped envelope

Very truly yours,

X Certificate of Service
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BEFORE THE PUBLIC UTILITIES COMMISSION
STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION FOR
AN ORDER ESTABLISHING A NATURAL GAS
UTILITY, AND TO ESTABLISH INITIAL
NATURAL GAS TRANSPORTATION RATES
FOR NORTHERN STATES POWER COMPANY

NG97-021
AMENDED MOTION
FOR INTERVENTION
AND COMMENT

COMES NOW MidAmencan Energy Company (“MidAmerican™) and for its Amended

Motion for Intervention and Comment in this proceeding submits as follows
On February 6, 1998, MidAmencan filed its Motion to Intervene in the above

captioned proceeding regarding the request of Northern States Power Company-South Dakota
NSP-SD") 10 establish a natural gas public utility in the State of South Dakota. The South

Unlities Commission (“PUC™) moved to grant MidAmernican's intervention without

mitation ot it

s Ad Hoc meeting held on February 18, 1998

At its Meeting held on March 10, 1998, after discussion as to the definition of gas

tlity. NSP-SD agreed to amend 1ts application. On Apnl 7, 1998, Northem States Power

Company -South Dakota (“NSP-SD™) filed its Amended Applicatnon modifying its apphication to

request authonty for establishment of natural gas wnility instead of a natural gas local distribution

1. MidAmencan would also like to comment on the manner in which NSP-SD’s amended

application exceeds the scope of the Commission’s expectation.  MidAmerican's recollection of

he discussion by the PUC at the March 10, 1998 meeting is that the PUC anticipated NSP-SD
amend 1ts application to request authority to establish an intrastate natural gas pipeline

any. pursuant to SDCL §49-34A-1(9A). NSP-SD instead now seeks 1o become a gas




tv. A gas unling (SDCL §49-34A-1(9)) may provide gas service (SDCL §49-34A-1(8)),

which includes sales service to SO or more customers as well as transportation services. It is only

he intrastate natural gas pipeline (SDCL §49-34A-1(9A)) that exclusively provides

ansportation service and has no customer minimum. If the PUC should grant NSP-SD's
Jed apphication to become a gas utility, 1ts authonization should be specifically limited to the

provision of transportation services. More appropriately, the PUC should authonize NSP-SD 10

state natural gas pipeline

4. Atthe March 10, 1998 meeting, the PUC asked MidAmerican to amend its Motion for
Intervention in the proceeding at such ime as NSP-SD amended its Application. Accordingly,
MidAmencan hereby requests the PUC to consider this Amended Motion as MidAmerican's

Motion to continue to participate in this proceeding without limitation, holding the status of an

mtervenor. NSP-SD’s amendment does not change MidAmerican's interest in this proceeding

MidAmencan will be affected by NSP-SD's proposed natural gas utility in the same manner as
stated in 11s February 6, 1998 intervention. MidAmerican transports natural gas to customers in
the area of NSP-SD's proposed intrastate natural gas pipeline and will be affected by its

perat

WHEREFORE. MidAmencan Energy Company respectfully moves the South Dakota

Public Unlities Commission to grant its request for intervention without limitation in the above

captioned proceeding as may be amended and additionally respectfully requests the Public Utilities

Commission to consider its comments regarding NSP-SD's amended application

DATED this 14th day of Apnl, 1998




Respectfully Submitied,

MIDAMERICAN ENERGY COMPANY

s e =
Suzan M. Stepvan
Managing Aftomey
P.O. Box 778

Sioux City, 1A 51102




CERTIFICATE OF SERVICE

I ceruty that a true and correct copy of the attached Motion 1o Intervene in Docket No.
NGY7-021 was sent by first class. postage pre-paid, to the tollowing

Michael J. Hanson

Chief Executive & General Manager
Northern States Power Company
PO Box 98X

Sioux Falls, SD S7101-098%

M. Jennifer Enckson

Chiet Operating Officer
PAM Natural Gas

PO Box 200

Sioux Falls, SD §7117-5200

Mr. David A. Gerdes

Attorney at Law

P.O.Box 160

Pierre. South Dakota 57501-0160

Robert C. Riter. Jr

Attorney at Law

319 So. Coteau

PO Box 280

Pierre. South Dakota S7501-0280

DATED this /7" day of April, 1998




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION FOR ) ORDER REGARDING

AN ORDER ESTABLISHING A NATURAL GAS ) JURISDICTION AND
LOCAL DISTRIBUTION UTILITY, AND TO ) APPROVING INTERVENTION
ESTABLISH INITIAL NATURAL GAS )

TRANSPORTATION RATES FOR NORTHERN )
STATES POWER COMPANY )

NG97-021

16. 1997 Northern States Power Company (NSP), filed with the

mission (Commussion) an application for an order establishing a natural

distribution utilty. and to establish initial natural gas transportation rates  The

rate will allow NSP-SD to serve the new Hutchinson Technology. Inc (HTI) facility

ux Empire Development Park Number 5 in eastern Sioux Falls, South Dakota.

Jgh a new distrnibution lateral pipeline  HTI had contacted NSP-SD and requested the

s The proposed tarff rate schedule. and form of service agreement

would establish NSP-SD as a regulated utility in the state of South Dakota, subject to

ymmission unsdiction  The proposed maximum rate is a volumetric rate per Mcf with a

per month fixed customer service charge At present. only HT is affected by the proposed

rate and tarff  The HTI plant i1s expected to be in commercial operation in February of

1958 NSP also requested that the Commission waive the tarff schedule arrangement and

form of tarff rules found at ARSD 20 10.13 04 and 20 10 13 05 to the extent necessary to

accept the proposed tariff and rates on the proposed effective date of January 16, 1998

NSP further requested waiver of any other Commission rules necessary to allow the tariff

and rate to be effective on the date requested NSP has further requested the Commission

to approve the proposed initial rate, subject to refund and subject to hearing, within 30
days following the date of the filing

At its regularly scheduled meeting of January 8, 1998, the Commission ordered that
pursuant to SDCL 49-1A-8 NSP shall be assessed a filing fee as requested by the
executive director up to the statutory imit of $100.000 and February 9. 1998, was
established as the deadline for intervention The Commission took under advisement the
request by NSP to permit it to flow gas to its one customer, HTI. On January 12, 1998 at
a duly noticed ad hoc meeting, the Commission unanimously voted to allow NSP to flow
gas through its pipeline. subject to refund. in order to accommodate its customer, HTI
Commussioner Schoenfelder also asked for clarification as to whether the Commission has
nsaiction to regulate NSP-SD as a gas utility Intervention was granted to MidAmerican
Energy An intervention request was also received from PAM Natural Gas (PAM) The
Commussion requested that PAM refile its request for intervention to clarify the filing On
February 23 1998 PAM filed another request for intervention

On April 7. 1998 NSP filed an amended application requesting that the title of the
application be amended to allow it to seek to be regulated as a gas utiity On Apnil 15
1998 MidAmernican Energy filed an amended motion to intervene based on NSP's
amended application




On Apni 22 1998 at its reqularly scheduled meeting, the Commission considered
NSP's amended application as well as MidAmerican and PAM's request for intervention
The Commussion unanimously voted to find that the Commission has jurisdiction in this
matter It also granted intervention to MidAmerican and PAM The Commussion further
drected the executive director to establish a procedural schedule It 1s therefore

WER* o s

Jide

ORDERED that the Commission has jurisdiction in this matter It is further
ORDERED that MidAmerican and PAM be granted intervention

Dateq at Pierre. South Dakota this _¢~ & day of May, 1998

CERTIFICATE OF SERVICE BY ORDER OF THE COMMISSION
The unersgred herey cenfes that ths

’

i wq
JAMES A BURG; Chairman

PAM NELSOTy, C mmissjoner

’ >

s -/ S L
2244 [ F ey ot Kt

2 y 24
LASKA SCHOENFELDER, Compmissioner
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Northern States Power Company (Misn) O Proprietary
NSP-SD Gas Operations

Before the South Dakota PUC

Decket NG97-021 X Non-Proprietary
First Set MEC Data Requests

Respoase to: No. |

ion:
Please provide a copy of the NSP testimony filed in Docket No's. NG95-017 and NG97-015
discussed in Wtness Wilcox testimony on Page 6, Line 19

e
Antached are copies of the requested filings

John Winter
St Regulatory Consultant




Re:  Application to Establish Initial Transportation Rates for AMPIP Intrastate Natural Gas
Pipeline and Request for Declaratory Order

Dear Mr Bullard

-10 and the Rules and Reguiations of the South Dakota Public Utilities

Pubbc Uniity Rate Filing Rules, Associated Milk Producers Pipeline
Assocated Milk Producers, Inc. (“AMPI™), hereby submits for filing
0 stial rates and tanffs subject to the Commission's junisdiction for an
nanral gas pipeline to be constructed to serve AMPI in the State of South Dakota. AMPIP
ssion allow the wanff and rate to be effective no later than thirty (30) days after
1995, in order to faciiitate initial service to the AMPI plant in Freeman, South

027, AMPIP :s submutting two copies of this filing letter and associated
its inraal Transportation Service Tanff.

cooperative operating in twenty states AMP! has one facility in South
AMP] facility without natural gas service. Production costs
gher than at other AMPI facilities due to higher energy costs.
per costs and continue operations in Freeman, AMP! has opted to build
_J:umgspxpmmmax will provide natural gas to its Freeman plant




Mr. Wiliam Builard Jr.
Page2
November 2, 1995

On October 27, 1995, AMPI filed with the Secretary of State pursuant to S.D. Stat. 49-34-1 to form
AMPIP 2s an operating subsidiary to own and operate the proposed intrastate pipeiine. Exhibit 1 of
thus Sling contans the tesumony of Mr. Harlan Mammen, President of AMPIP, which further explains
AMPIP, the need 10 provide natural gas to the AMPI Freeman Plant, and why AMPI decided to
establish a junsdictional intrastate pipeline affiliate to own and operate the pipeline.

At this ume, AMPIP expects to initially provide transportation service to only one customer, the
affiiated AMP! plant in Freeman, South Dakota. The terms and conditions and rates to be charged for
this ransportation service are contained in AMPIP's proposed taniff and service agreement included
with this fling as Exhibit 4 AMPIP 1s authonzed to state that AMPI supports Commission acceptance
of the rates and tanffs effective December 1, 1995, without suspension, or change or subject to refund
conciton.

Contents of the Filing

0:13:39 (Subp.1), AMPIP is submitting the following exhibits in support of this

Testmony of Mr. Harlan Mammen, Project Support
Tesumony of Mr. Daniel Woehrie, Description of the Project and Technical
Speaficanons
Tesumony of Ms. Mary Gill, Cost of Service
ransportanon Service Taniff’
tatements Required by Chapter 20:10'13

4 contans 2 proposed inutial Transportation Service Tanff that conforms with Commission
02 through 20:10:13 14, The taniff provides for an initial transportation service 1o
flat fee  No other type of service will be offered on the proposed pipeline at this
ume However, AMPIP may eventually provide transportation service 1o a gas utility (either municipal

estor-owned) servang the of Freeman, or farm tap customers along the line. AMPIP would
nal mutial rates and tanifs a1 some tme in the future if customers request such additional

3 96, AMPIP submuts as Exhibit 5 to this filing an overall cost of service.
AMPIP is aiso sponsonng testimony supporting (i) this cost of service, and (ii) a description of the
facilities and pipeline safety compliance plan




Regquest for Declaratory Order

AMPIP believes this project meets the requirements of S.D. Stat. 49-4B 2. 1(3)(b), and is therefore
exempt from the Commussion's transmussion facilities permit requirements. Exhibit 3 contains the
tesumony of Mr. Dan Woehrie providing the general description of the project, as well as the design
specificanons.

AMPIP thus requests that the Commussion Order accepting the initial rates also declare the pipeline to
be 2 distnbution facility which is exempt from p: C p g
review pursuant to SD Star 49-34B 2 1(3)(b)

Proposed Effective Date

Pursuant 1o Rule 20:10.13.15, AMPIP respectfully requests that the Commission accept this initial
Transportanon Service T mﬂ'md—n:formc:loAMPleﬂ'mmhleDuanl 1995,
This will allow AMPIP 10 establish its interconnection with Northern Natural Gas Company and begin
providing service 10 AMP] i time for the majonty of the 1995-1996 heating season. Since the taniff’
provides for serce at cost and reasonable terms and conditions, AMPIP will allow AMPI to meet its
energy needs at lower costs and thus allow AMP] to maintain production and employment in Freeman,
thus accepting the tanif and initial rate on the date requested wall serve the public interest.

This §ling 1s being submutted November 2, 1995, and the rates and tanff are proposed to be effectve
no later than December 1, 1995 Pursuant to Rule 20°10:13:20, AMPIP requests the Commission
allow this new tanff to be uive on less than 30 days notice. Since the customer supports approval
of the proposed tanffs and rates on the date requested, the public interest would be served by accepting
the tanff and rates for filing on less than 30 days notice

AMPIP will file a compliance rep ntaining final tanff sheets and a signed copy of the

Transportation Serice Agn on final Commussion order
Requests for Waiver

08, AMPIP respectfully request wasver of the Commussion's tanff format
extent necessary 10 accept the proposed tanff and rates on the date proposed.
Since AMPIP will y serve only one affected customers, the public interest wall not be affected by
granung such a waiver. AMPIP would revise its tanff to meet all Commission rules if and when it
prowvides gas service 1o other, non-affiliated customers




Mr. William Builard Jr
Page d
November 2, 1995

AMPIP requests waiver of any Commussion rules necessary to allow the tanff and rate to be effective
on the date requested

Official Service List
AMPIP respectfully requests the following persons be placed on the Commission's official service list
for this procesding’

Mr. Harlan Mammen Claire Taylor-Sherman

Assocated Milk Producers, Inc 2800 Minnesota World Trade Center
315 North Broadway 30E Tth St

New Ulm, Minnesota 3 St Paul Minnesota 55101-4999

Notice; Posting; Public Inspection

. a copy of tus filing is available for public inspection at the AMPIP
East Railway, Freeman, SD. 57029 AMPIP believes this filing complies with
of the C 's Rules and Regul

AMPIP 1s providing wnitten notice of this filing to AMPL. Pursuant to
of this wnitten notice 1s posted at AMPIP's offices at 136 East Railway,

AMPIP respectfully requests the Commission accept the proposed initial taniff for filing effective
December 1, 1995 without suspension or change and without bemng subject to refund.

n requests about the contents of this report to the undersigned

Harlan Mammen
President, AMP! Prpeimne Inc




Direct Testimony and Schedules
Mr. Harlan Mammen

Before the South Dakota Public Utilities Commission

In the Marer of the Application to Establish Initial Transportation Rates for an
Intrastate Natural Gas Pipeline

Docket No
Exhibit No. 1

November 1995




Mr. Harlan Mammen
Project Support
Docket No.

Please state your name, business address and position with Associated Milk Producers
Pipeline, Inc

My name is Harlan Mammen. [ am the President of AMPI Pipeline Inc., (“AMPIP")

which s an imntrastate natural gas pipeline o be constructed and operated in McCook,

Turner and Hutchinson counties in south:

South Dakota. The AMPIP pipeline will
iminally serve the Associated Milk Producers, Inc. (“AMPI™) plant in Freeman, South

Dakota AMP! is the parent company of AMPIP.

wusly testufied before the Commission?

current

and profe J background?
As Assistant Regional Manager of AMPI, my current responsibilities include direct
responsibility for manufacturing operations at fourteen processing plants in five

midwestern

g the plant located in Freeman, SD

xplain the history of AMPIP and to explain the need

v in Freeman, South Dakota




Mr. Harlan Mammen
Project Support
Docket No.

How has the lack of access to natural gas affected the operation of the Freeman plant?
AMP! utted 10 the continued operation of the facility in Freeman, South Dakota, if
t remains econ c. The facility at Freeman is presently a processing plant. 1If AMPI
cannot decrease production costs, the facility may be scaled back to handle only milk
distnbution  AMPI has been acuively looking for several years at alternatives to secure
natural gas service to the plant including service through extension of existing local
distnibution company (“LDC™) service. However, no South Dakota LDC has constructed

a system 10 serve Freeman

ropose to get natural gas service to the Freeman facility?

AMP! is now pursuing a new option. AMPI has established a subsidiary (AMPIP) to
build and operate an intrastate pipeline. AMPIP will be a subsidiary of AMPI and
proposes trastate natural gas pipeline subject to the Commussion's rate and tanff’

jurisdiction

Please explain the proposed pipeline
On October 27, 1995 AMPI filed with the Secretary of State of South Dakota to form an
operating subsidiary (AMPIP) that will own and operate the proposed intrastate pipeline.
AMP] has entered into a contract with Northern States Power Company - Gas
NSP Gas") to build, operate and maintain the proposed pi e. A general
the proposed pipeline as well as the technical specifications are discussed in

f Mr Dan Woehrle of NSP Gas

ribe why AMPIP proposes to construct an intrastate pipeline as opposed 10 a
r tap or use of retail LDC gas distnbution service
reas First, as | mentioned ear he: no LDC which serves

no exssing LDC has offered a cost effective and reliable option.  The

of AMP!'s needs




Mr. Harlan Mammen
Project Support
Docket No.

Second, the AMPIP line will interconnect wath facilities owned by Northem Natural Gas
whuch are located near Manon, South Dakota. AMPI (or its
lier) will purchase interstate transportation service on Northern
AMPIP, and AMPIP will transport the gas to the AMPI plant. The

e lateral facilines were constructed under FERC rules adopted pursuant to §311 of

the Natural Gas Policy Act of 1978. Under FERC rules, all interstate transportation

gh the lateral must be “on behalf of* an LDC or intrastate pipeline. See 18
As [ understand it, establishing AMPIP as an intrastate pipeline allows

while Northern complies with FERC's §311 rules

AMPI is not an expert at
t, we contracted for certain

nance services from NSP Gas. However, we expect that

e could be extended to the residents and businesses in Freeman as
and i, the City 1s looking at a couple of options: (i)

2as utility, which could buy the AMPIP line; or (ii) selecting an
ervice off AMPIP, this LDC mught then be interested in
alternative would be for a third party to own

or AMP! and a municipal or investor-

Of course, any change in ownership of AMPIP would be

ew as provided by app:




Mr. Harlan Mammen
Project Support
Docket No.

What are the benefits of the proposed pipeline?

ce, including the cost of gas supply,

ransport on Northern and transport

cted to produce significan gy cost savings compared to the cost of

These savings could be increased if other customers (e.g. Freeman) take

service and contnbute 10 cost recovery. M , add I

would also

v energy cost savings if they take service through the pipeline.

Please discuss how AMPIP w he South Dakota pipeline safety code, S.D.

Chap 49-34 B
e pipeline, AMPIP will be subject to the Commission’s junsdiction for
ers. AMPIP's contractor (NSP Gas) will be working with the
n Staff dunng construction and after the line is in service to ensure that
peline safety requirements are met  AMPIP has contracted with NSP Gas to
sal and emergency maintenance after the line is in service. NSP Gas is an

bution system operator, and has construction and O&M standards which

al DOT codes under 4 X Part 192. As [ understand it, S.D. Stat

re Commussion to regulate the safety of intrastate and LDC

In addition, NSP Gas will train AMPIP personnel to

tenance (odorant check, meter readings, C-P readings,

AMPIP personnel will handle the day-to-day




Mr. Harlan Mammen
Project Support
Docket No.

Who will provide the gas supply for AMPI to be transported through AMPIP?

As the Commussion knows, over the last decade the FERC has restructured the wholesale
nterstate pipeline industry.  Northemn Natural no longer provides gas supply services.
Instead, AMPI can directly contract with any one of a number of wholesale gas suppliers,

asing Northern and AMPIP only for transport services.

Do you have any final comments?

AMP! views this proposal as a significant economic development step for AMPY, the City

f Freeman, and southeastern South Dakota. The project will make the AMPI piant and
mpetitive, and will help attract economic development to the area. |
ssion will agree by approving the proposed tanff and proposed rate as

cable so the project may proceed

this conclude your tesumony?




STATE OF MINNESOTA )

)
COUNTY OF BROWN )

Affiant, having been first duly sworn, on oath deposes and says:

That he has read the foregoing testimony and if asked the questions therein his answers in
response would be as shown;

That the facts contained in said answers are true to the best of his knowledge and belief.

SCRIBED AND SWORN to before me this _day of November, 1995




Direct Testimony and Schedules
Mr. Dan Woehrie

Before the South Dakota Public Utilities Commission

In the Matter of the Application to Establish Initial Transportation Rates for an
Intrastate Natural Gas Pipeline

November 1995



Mr. Dan Woehrle
Description of the Project and Technical Specifications

Please

e your name, business address and position

2 A My name 1s Dan Woehrle | am a Speciaity Engineer with Northern States Power

Company - Gas Uulity (“NSP Gas") located at 825 Rice Street in St. Paul, MN

What are your current responsibilities, education and professional background?

6 A My current res, bil

include project as well as engineering design and

natural gas distnibution systems. Schedule 1 contains a complete resume of

and professional background

ed before the Commission?

previous work experience in South Dakota includes managing O & M

eline safety compliance for the 13 mile intrastate natural gas pipeline

which serves the NSP Angus Anson Generation Site near Sioux Falls, South Dakota.

am fanuliar with the Commussion’s pipeline safety statutes and rules

of testimony”?

ject engineer for construction of the AMPIP Intrastate Pipeline

AMPIP) project. AMPIP contracted with NSP Gas for construction and certain O & M

I designed the project and will oversee construction

n the intrastate pipeline

Wy tes

nony is to explain the overall project, including the location of t

e purpose e

uons, and the operation and maintenance plan for the pipeline

pipeiine, the design spec:




Mr. Dan Woehrie Docket No.,
Descriptioa of the Project and Technical Specifications

) Please summanze the information contained in Schedule 2?

A Schedule 2 supports two conclusions. First the intrastate pipeline will operate at less than
s 20% of its ified minimum yield strength (“SMYS”) and therefore qualifies as a
5 distnbution facility under 49 CFR Part 192 and SD. Stat. 49-34B.8.1. This supports the

conclusion that construction of the pipeline is exempt from the Commission's permitting
? authonty under S D Stat. 49-34B° Second, the O & M plan will meet applicable federal
s DOT and Commussion pipeline safety requirements for distribution systems.

What 15 the expected in-service date foi

he pipeline?
3 If all regulatory approvals are received from the Commuission, the AMPIP line could be in

ervice as early as December 1, 1995

nciude your testimony?




JF MINNESOTA )

)

COUNTY OF RAMSEY )
Affiant, having been first duly swomn, on oath deposes and says:

That he has read the foregoing testimony and if asked the questions therein his answers in _
response would be as shown

That the facts contained in said answers are true to the best of his knowiedge and belief.

"k/ Z D /,’

Daniel Woehrie

SCRIBED AND SWORN to before me this /% _day of November 1995

7 -
3 7 > a] o
i T . L L ot .
v Public

PAULINE M. NIEL
NOTARY PLABLC - W )
RAMSEY COUNTY
My Camen Exgwws an 31 2000
IO ——t §




Schedule |

Daniel J. Woehrie
Speciaity Engineer, Natural Gas Services
Gas Markeung

995 - Present

Posimon is direczly r for dr:ugn. and project of
natural gas disut systems ! for ughout the Midwest, and for end-
user gas dismbuton systems. The posmon is directly accountable for gas network analysis,
groject budgets, project and of g and support
systemms for NSP customers. Thus position is aiso responsible ar .zmplunce with all federal, state
and local regulatory requirements for natural gas pipelines and gas distribution systems reiative to
the projects bexns

PREVIOUS EMPLOYMENT (Northern States Power Companv)

Semor Gas Eagineer

Supenntendent, Gas Standards & Engmneenng

1 995
Paul, Minnesota

NDPSC Docket PU-200-85-26




Schedule 2
Page 1 of 7

AMPI Pipeline Project
General Description

oposed pipeline will involve line pipe - 4.500 inch outside diameter (O.D )
matenals which include: valves, flanges, pipe fitings, coating and wrapping
barmcade posts, pipe supports, caution signs for crossings and other miscellaneous

will start at the proposed Northern Natural Gas tie in point south of the
NW1/4 of Section 24, Township 101N, Range 54W in McCook County.
e to Tumer County Road #10, turn west along
th along County #11 to State Highway #44, again
JS H’xgruzv 81, and then tum south along Hwy 81. The
d at a distnict 'eguauns station in the SE 1/4 of Section 26, Township

ely along existing public nghts of way

de diameter (O. D ) pipe will have a pipe wall thickness of 0.219 inches. The
uncased road crossings will have 2 0. 237 inch wall thickness. The type of
can Petroleum Institute (API) SL Grade X-36 electric resistance welded




osition of th

Standard

Schedule 2
Page2of 7

AMPI Pipeiine Project
Pipe Design Speaifications

nsportation Safery Regulations, Title 49, Code of Federal
ibes minimum federal safety standards for transportation of

de diameter): 4.500 inches

pipe will be API SLX Grade X346 electnc resistance

weided (ERW)

AP! is the American Petroleum Institute. API SLX is a published
specification for high-test steel pipe. This specification covers vanious
grades of seamiess and welded steel line pipe. Process of manufacture,
chemcal, and physical requirements, methods of test, and dimensions are
included.

Designates pipe manufactured according to API specification SLX with a
speaified mummum yield strength of 46,000 pounds per square inch

ERW pipe has one longitudinal seam, which is formed by electric resistance
weiding dunng the manufactuning process

e pipe furnished shall cor to the chemical requirements spec

bon Percent 003%
Manganese ‘Maximum) 135%
Phosphorous (Maximum) ) 04%

a0
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Schedule 2
Page3 of 7

AMP! Pipeline Project
Pipe Design Factor (F)

nes whuch design factor safety value is used in the design formula. The
g design factor safety values used for natural gas steel pipe are based on the requirements

Design Factor (F)
072

peiine :5 located in a Class | locauon. To allow for growth along the pipeline and to
¢ pipeiine disturbance the entire length of the proposed pipeline will be designed for a
ctor of 0.50

extends 220 yards on either side of the centeriine of any
uniess otherwise noted

ciass location urut that has ten or less buildings intended for human

iass location unut that has more than ten, but less than forty-six

r human occupancy

0 yards of either a building or a small, well
n area, outdoor theater, or other public place

r Mo on at least five days a week ten

The days and weeks need not be consecutive)

\ Class 4 Ic n y class location unit where buildings with four or more stories above
ground are pr
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AMP! Pipeline Project
Design Formula For Stee! Pipe

steel pipe 1s determined in accordance with the following formula (DOT

pressure in pounds per square inch gauge.
h in pounds per square inch, determined in accordance with  192.107

e diameter of the pipe in inches

Normunal wall thickness of the pipe in inches. If this is unknown, it is determined in

accordance with 152 109 Additional wall thickness required for concurrent external loads

2.102 may not be included in computing design pressure.
r determined in accordance with 192.111

determuned in accordance with 192.113

g factor determined in accordance with 192.115

ctor for API-SL X6 pipe is equal to 1.0

Temperature derating factor 1s equal to 1.0 for gas temperatures up to 250F




AMPI Pipeline Project
Operation and Maintenance
BLOCK VALVES
The Mirumum Federal Safety Standards for Gas Lines as established in CFR 192.181 requires that
each high pressure distribution system have valves spaced 50 as to reduce the time to shut down a
section of man in an emergency. The valve spacing is determined by the operating pressure, the

size of the mains, and the local physical conditions

The AMP! pipeline will have biock vaives installed at intervals of approximately seven miles

VALVES AND FLANGES
The design, construction, testing, and marking of the valves must comply with the requirements of
the Miumum Federal Safety Standards for Gas Lines, 49 CFR 192.145 for vaives and 192.147 for

flanges

rges will be rated as Amenican National Standards Institute { ANSI) Class 300

vemned by ANSI B16.34, Steel Valves, Flanged and Butt Weiding End

d by ANSI B Pipe Flanges and Flanged Fittings
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AMPI Pipeline Project

Operation and Maintenance

The proposed pipeline and associated facilities are designed t0 have 2 maximum throughput.
ic feet per hour or 3 84 muilion cubic feet per day. The expected
0,000 cubic feet per hour or 1.6 million cubic feet per day.

DEPTH OF COVER REQUIREMENTS

he U S. DOT Pipeline Safety Regulations 49 CFR 192.327, requires that all gas distribution
main be mstailed so that the depth of cover between the pipe and ground level is at least 24
inches.

The proposed pipeline shall be buried with a minimum level cover 8f not less than 36 inches in all

areas where the pipeline lays in the nght-of-way of any public drainage facility or any state,
county, town or municipal street or highway. The pipeline will be installed at extra depth where it
crosses a public street or highway, railroad, or protected waterway.

PIPELINE SAFE

The U S DOT s responsible for establishing and enforcing safety standards for both interstate
and ate operz As a result, the DOT is responsible for 1) enforcing the standards for
interstate operators and those intrastate operators the states do not assume responsibility for; and
2) monitoning the parucipating states to ensure that they are adequately enforcing the federal
safety standards. The U. S. DOT Safety Regulations, Title 49, CFR, Part 192, prescribe the
muni federal safety standards for transportation of natural gas by pipelines.




AMPI Pipeline Project
Operation and Maintenance

ed pipeliine will operate under the junisdiction of the United States Department of
Mirumum Federal Safety Standards for Gas Lines is contained in Part 192, Title
f Federal Regulanions. Under these rules (192 Subpart L - Operations), AMPI is

1) an operauon and maintenance plan; 2) a procedure for continuing
its faciliues to determune and take appropniate action concerning changes in class
es. leakage history, corrosion, sub

i changes in

it 3)a
gram; 4) emergency plans; and S) procedures for investigations of failures

will be designed, constructed, operated, and maintained to ensure safe

plans will be developed in conjunction with local officials and will include
fhicials in the event that an AMPI related accident occurs.

be maintained in accordance with 49 CFR 192 Subpant M -

a pipeline patrol program; 2) distnbution line
arkers for distnibution lines; 4)

weids and leaks; 7
muting and

record keeping; 5) requirements for
maintenance, and |

sting of repairs, 8) inspection and testing
regulaung stations, telemetening or recording zauges, 9) valve
) prevention of accidental ignition

shall be monutored periodicaily to determine and take approprate
1ges in class locations, gas leakage, erosion, cathodic protection
afe pipeline operation, in accordance

nce with DOT 192
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Mary Gill
Cost of Service

Please state vour name, business address and position
My name 1s Mary Gill. | am a Senior Gas Rate Analyst with Northemn States Power

Company - Gas Utility (“NSP Gas™) located at 825 Rice Street in St. Paul, MN.

current 1 i and proft ground?

My curren: onsibill include the ! of demand and commodity revenue

forecasts, calculation of the pi gas adj and di of regy y
Additional responsibilities include rate design, and preparation of responses to
nes. Schedule | contains a complete resume of my educational and

nal background

u previously testified before the Commussion?
No. However, [ have provided tesimony before the Federal Energy Regulatory

Commussion in vanious electric wholesale and rate p 2

What 1s the purpose of your testimony?

I am acuing as a consultant on behalf of AMP! Intrastate Pipeline (“AMPIP") in this

proceeding C y y is 1o expiain the overall cost of service for the

project Statement M contains the details of the costs associated wath this project.
Please explain Statement M

gross plant in service of $1,32

Northern Natural Gas Company for installing a new

(field inspection and training)




Mary Gill Docket No.
Cost of Service

Please explain the expenses shown on Statement M
The expenses include operation and maintenance, property taxes, depreciation and interest

expense [ will explain the calculation of each item

Please continue

The operation and maintenance of the pipeline includes training of three AMPIP
employees and the operating requirements of the pipeline itself. (These AMPIP employees
will be AMP! employees working on behalf of AMPIP on a part time basis). The training
portion of the expense includes training in areas such as drug and aicohol poiicy, gas
emergencies, odorizer instruments, regulator maintenance, odorizer training, cathodic
protection and record keeping. It is estimated these activities will require 32 hours per
person or a total of 96 hours per year. The annual operating requirements for the pipeiine
include actvities such as C-P readings, odorant checks, meter reading, patroiling and
regulator pressure checks. These activities are expected to require 48 hours per year. The

total annual cost is $1,872

Are there additional O & M expenses?

Yes In addition to the O & M expenses discussed above, AMPIP has contracted for

certain annual O & M services (such as DOT annual safety inspections) with NSP Gas

year cost is $12,000 AMPIP will also incur certain expenses from its parent

AMP! These expenses are considered “corporate services” and include such

nting, finance and legal services. It is estimated these expenses wiil be

tory
PIP will be assessed a gross receipts tax in accordance wil
expense is expected to be approximateiy $300  Also, AMPIP will incur an

ment from the Department of Transportation for pipeline safety. This is expected to

be §5
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Mary Gill
Cost of Service

Docket No.

What is amount of O & M expenses?

The total amount of O & M expense is $20,651 per year

What other expenses will AMPIP incur?

AMPIP wll of the project, $1,327,522 AMPIP'

incur interest expense on the total cost

cost of acq funds is currently 9% AMPIP proposes to finance the construction

initially with 100% debt over 15 years. AMPIP will finance the construction through an

oan with AMPI

the depreciation and depreciation expense shown on Statement M

45 years for book purposes at a rate of

ce will be depreciated over

entage includes a removal rate of 10%, becayse

244% per vear  Thus depreciation perc

of the project will be constructed in NgAts of wWay or easements in

you performed an allocated cost of service study”

service, transportation service,

No. AMPIP wil ly provide only one class of

is AMPIP's corporate parent. Therefore, no

single customer
In the event AMPIP provides transponation serv

e is required ice
1 is my understanding that AMPIP woyld file

c

r classes in the future,

d a revised cost of service and razes OMImMUSSION approval
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How have you calculated a rate for AMPI?

1 have used a levelized annual revenue requirement model to derive a monthly flat fee

This method uses AMPIP's current cost of debt, 9%, to calculate the present value of
AMPIP’s total revenue requirement over the book life of the plant (45 years). The present
value of each expense item is calculated and is then expressed as a percent of the original
cost. This calculation is shown on page 2 of Statement M. The levelized annual revenue

requirement in derived by applying this percentage to the plant in service, resulting in an

annual requirement of $176,693. This total is then divided by 12 to derive the monthly

payment of $14,724

Does this conclude your testimony?

Yes




STATE OF MINNESOTA )

COUNTY OF RAMSEY )
Affiant, having been first duly sworn, on oath deposes and says:

That she has read the foregoing testimony and if asked the questions therein her answess
in response would be as shown;

That the facts contained in said answers are true to the best of her knowledge and belief

SUBSCRIBED AND SWORN to before me this ) ¥~ day of November 1995

=N

S A

Notary Public

PAULINE M. NIELSEN
NOTARY PUBUC - MINESTTA
RAMSEY COUNTY
oy Comm. Excws Jan 31 2000




Northern States Power Company - Gas Utility

MARY E GILL
Senior Gas Rate Analyst - Gas Finance and Rate Design
825 Rice Street, St. Paul, MN 55117

CURRENT RESPONSIBILITIES (June 1995 - Present)

This position is responsibie for the development of demand and commodity revenue forecasts,
1 Additional

calculation of the purchase gas and of regy y filings.
responsibilities include rate design, and preg of resp o inquiries.

PREVIOUS EMPLOYMENT
Wholesale Regulatory Consuitant 1992 - June 1995
Rate Analyst 1989 - 1992
Accountant 1985 - 1989
Customer Account Trainee 1984 - 1985

EDUCATION

Bachelor of Arts, Business Administration - 1984
Hamiline University, St. Paul

PREVIOUS TESTIMONY

Nort States Power Company, FERC Docket No. ER90-527 Application for
Increase in Firm Wholesale Rates

Northern States Power Company, FERC Docket No. ER93-385 Application for
Increase in Firm Whoiesale Rates.

Northern States Power Company, FERC Docket No. ER94-1113. Application for
Chai.ge in Transmission Rates

CONTINUING EDUCATION

Edison Electnic Institute, “Electnic Rate Fundamentals,” 1989
Financial Accounting Institute, “Utility Finance and Accounting workshop,. 1992
Professional Training Systems Inc., “Electnc Utility System Operations.” 1992
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TARIFF SCHEDULES

APPLICABLE TO

INTRASTATE NATURAL GAS TRANSPORTATION SERVICE

OF
AMPI PIPELINE, INC.

General Office
315 North Broadway
New Ulm, MN 58073

South Dakota Cffice
136 East Railway
P.O. Bex 430
Freeman, SD 57109

Filed with the South Dakota Public Utilities Commission
as SDPUC No. 1
November 2, S

: November 2, 1985 Issued by:

Harlan Mammen
President
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AMP! PIPELINE, INC. OCRIGINAL SHEET NO. 1
NEW ULM. MINNESCTA

GAS TRANSPORTATION SERVICE TARIFF SOPUC NO. 1

PRELIMINARY STATEMENT

AMPI Pipeline, Inc. (hereafter *AMPIP* or "Transporter®) is an intrastate natural
gas pipeline company engaged in the business of transporting natural gas in intrastate
commerce to end users in the State of South Dakota. AMPIP's System consists of
approximately 20 miles of distribution pipeline located McCook, Tumer and Hutchinson
Counties, South Dakota. AMPIP takes delivery of natural gas from Northem Natural
Gas Company near Manon, South Dakota, and redelivers it to end users along or at the
terminus of AMP!P in Freeman, South Dakota.

November 2, 1995  Issued by: Haran Mammen, President ve: Decemper 1, 1935
UC Docket No .




CRIGINAL SHEET NO. 1
NSPORTATICN SERVICE TARIFF SOPUC NC. 1
GENERAL TERMS AND CONDITIONS

ARTICLE |
DEFINITION

“Biu’ shall mean one British Thermal Unit.

1.2 “Contract Demand"® shall mean the aggregata of the maximum daily
guantities of gas, expressed in dkt per day, which Transperter is ctligated to accept for
transportation for the account of Shipper from the points of receipt as set forth in the
Transportation Service Agreement (*TSA®) between Transporter and Shipper.

1.3 "Contract Year* shall mean the twelve month period commenct
Novemper 1 and terminating on October 31 of each year, until this Agreem
have expired cr ctherwise been terminated in accordance with its terms.

1.4 "Ray” shall mean a period of 24 consecutive hours, starting at 12:00 Noocn
Central Standard Time.

S “Rk1* shall mean the quantity of heat energy which is equivalent to

1,000.000 Bntish Thermal Units (BTU). One “dkt® of gas means the guantity of gas

f Dy its total gross heating value, civided by 1,000.
“Equivalent Quantities* shail mean the sum of the quantities cf gas

v y Transporter and delivered for the account of Shipper at the
pcints of receipt anc delivery dunng any given pencd of ime recuc y
Shipper's Pro Rata Share of Lost and Unaccounted For Gas resulting from the
oper System ai e same period of time. In the event the cwnership of
3as lost as 2 U t of force majeure can be reascnably identifieg, the
guan f il ged to Shipper or Shippers so ice!

3s, unmixed or any

e lempe!
are cooleg 10 the initial t ure cf the gas

bustion has been cendensad 10 the liquid




CRIGINAL SHEET NC. 1

ICE TARIFF SCPUC NO. 1

3 “Maximum Daily Quantity* shall mean the maximum quantity expressed in
2kt per day that the Transporter is obligated to receive for the account of Shipper at th
point of receipt, as established in Exhibit A to Shipper's TSA.

1.10 "Mct* shall mean 1,000 cubic feet of gas determined in accordance with
the measurement base descnbed in Paragraph 3. 1 herect.

1.11  "Month*® shall mean the period beginning at 12:00 Noon Cantral Stancard
Time on the first day of a calendar month and ending at the same hour on the first day
of the next succeeding month.

2 ‘“Nopghem® shall mean Northern Natural Gas Company, its successors and

1.13 °N em's Tanff* shall mean the Northem's FERC Gas Taniff as it may be
in effect from time to time.

1.14 °Prp Rata Shara® shall mean the ratio that the quantity of gas delivered to
ransporter by or for the account of Shipper bears to the total quantity of gas delivered

to Transporter by all shippers for transportation in the System during any given period of

SDPUC* shall mean the South Dakota Public Utilities Commission or any
ther state gocvemmental body succeeding to the powers of

SA prowvicing for transportatior

e sum of all cutpu

shall not be limited

or in System cperatior

majeure, the ownership of whict

mmen, Presicent




AMP! PIPELINE. INC. ORIGINAL SHEET NO. 1
NEW ULM, MINNESOTA
GAS TRANSPCRTATION SERVICE TARIFF SOPUC NO. 1

ARTICLE Il
QUALITY

2.1 Quality Standards of Gas Received by Transportar. The gas to be
delivered by Transporter shall be of merchantable quality and shall meet the minimum
quality stancards of Northem, as may be established or revised from time to ime in
Northem's Tanff.

22 Quality Tests. At the point of receipt, Transporter may cause tests to be
mace, by approved standard methods in general use in the gas incustry, to determine
whether the gas conforms to the quality specifications set out in Paragraph 2.1 hereof.
Such tests snall be made at such intervals as Transporter may deem reascnable, and at
other times, but not more often than once per day, cr at the request of Shipper.

2.3 Failure to Conform. If gas delivered by Shipper dces not comply with the
quality specifications set out in Paragraph 2.1 hereof, Transporter shall have the night, in
additicn to all other remedies available to it by law, to refuse to accept any such gas.
Transporter may, at its option and upon notice to Shipper, accept receipt of gas nect
complying with the quality specifications set cut in Parag 1 2. 1 herein provided.
Transporter, at the expense of Shipper, may make all changes necassary to bring such
gas into compliance with sucnh specifications.

2.4 Quality Standards of Gas Transported Sy Transpor Transporter shall

use reasonable diligence to deliver gas for Shipper which shall meet the quality
specifications set out in Paragraph 2. 1 herecf, but shall only be cbligated to deliver gas
cf the quality which results from the commingling cf the gas received by Transportar
from Shipper and cther shippers.

e place of measurement, and shall be stated in pounds per square inch.

mmen, President

Orcer Date:
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CRIGINAL SHEZT NO.

Temperatura. If determined o be necessary in the sole discretion cf
Transporter, the temperature of the gas shail be determined at each peint of
measurement by means of a preperly installed recording thermometer, an indicating
thermometer, an electronic temperature measunng device, or a temperature
compens stancarc manufactura acceptable to Transporter.

uned at each point of receipt
meter of standard manutacture

of a portable specific gravity balance

acceptable to Transporter and

a continuous sampier.

ns or amendm:

shall Se ot




CRIGINAL SHEET

ARIFF SDPU

atherprocf phone service and
lemetenng equipment.

, shall have access o all
reading, calibrating, and adjusting
thereof shall be dene by the Transporter, uniess ctherwisa agreed. Shipper and

ave the ";r:? be .,reser‘l the time of any ‘r‘stalling, reading,
anging, repainng, inspecting, testing, calibrating, or adjusting done in
with all measunng equipment. ‘He recoras from such easun’t
shall remain the preperty of Transporter.

electncal serw
Shipper ana Transp
measunng eguipme! 2s cqame times,

sut the

g equipment
Reascnable care shall be ’XE’CSEQ
nstallation, maintenance and cperation of measunng equipment s to avoid

naccuracy in the n of the quantity of gas received ”': Celivered.

uipm tw
ure a ..’:m:: Vi
1ses incurred

bome by the pai




AMPY PIPEL ORIGINAL SHEET NO.
NEW ULM.
GAS TRANSPORTATICN SERVICE TARIFF SCPUC NO. 1

b) By correcting the error if the percentage of error is ascertainable by calibration,
cecial test, or mathematical calculation, or in the absence of both (a) and (b) then;

c) By estimating the quantity of receipt or delivery based on receipts or deliveries
during preceding penods under similar conditions when the measunng equipment was
registenng accurately.

3.10 Praservation of Racords. Shipper and Transporter shall preserve all test data,
charts, and other similar records for a penod of at least one year, or such longar period as may
be required by the SDPUC or cther jurisdictional public authority.

TICLE IV
RECEIPT AND DELIVERY POINTS

4.1 Paint of Raceipt. The initial point of receipt hereunder shall be the point of
interconnection between the faciiities cf Transporter and the facilities of Northem
located near Manon, South Dakota. Shipper shall deliver, or cause to be delivered. gas
to Transporter at the point or receipt for transportation service, set forth in Exhibit A
attached to Shipper's TSA.

42 Points of Delivery. The point(s) of delivery hereunder shall be the point(s)
of connecticn between the facilities of Transporter and the facilities of Shipper, where
Transperter shall celiver gas for the account of Shipper. Such point(s) of delivery are
set forth in Exhibit A attached to Shipper's TSA. The establishment of any acditional
point of delivery at the request of Shipper shall be at the expense of Shipper.

2s. Prior to the first cay of each month, Shipper
ith a schedule showing the astimated daily quantities of ga:

rter 10 transpern at

caily b
ng /:a_l at
t caily nominations to Jcr‘ lem "u'suam o \Jor“ern s Tani
tablish a standing schedule of a;!/vcu.r"es‘ notifying
ner o ar:'_ cay when Shipper's daily delivenes will differ frocm the standi

sc:ecue :y "\c'e than the caily delivery variance (+/-) established in Northem's Ta

ssued on: Novemder i y: Hartan Mammen, Presigent

SOPUC Docket No,
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eparures from Schedyles. Departures from the scheduled deliveries at
raceipt shall be kept to the minimum permitted by operating conditions, and
shall be balanced as scen as pract . Shipper shall usa its best efforts to give
Transporter notice pnor to propesed change cf a daily quantity from that set forth in the
schedule provided for in Paragraph 5. | hereof. Such notice shall be provided at imes
consistent with the nctice period for intra-cay nomination changes set forth in Northem's
Transporter may waive such notice upon request if, in its judgment, operating

conditions permit such waiver. Transporter and Shipper shall inform each cther of any
other changes of delivenes immediately upon knowiedge therecot.

Deliveries shail be made at uniform hourly rates to th
|

crier’s coligation to deliver shall not exceed 1/16th of

Y AND MONTHLY BALANCING

Schedyling and Salancing Tolerances. It is recognized that the parties will
C control exacdy the gquantities cf gas delivered and accepted hereuncer on

any day, and that delivenies by Shipper and raceliveries by Transporter may vary atbove
or below the quantities schecuiea on any cay. However, nothing in this paragraph shall

affect Shipper's otligation to pay for gas actually transported.

vanance for a receipt point shall be the
1 s scheculed fcr receipt and the actual guantit
em. The daily vanance for a delivery point shall be the
al qu eculed and the actual guantty
Shipper shall take action to corract
ts and delivenes occumng
ules, receipts o . InnNo

® 6 G -

o ¢

Harian Mammen, S-es




CRIGINAL SHEZT NO. 1

sposition of Excess Gas. In order to alleviate conditions that threaten
. Transperter may penodically acquire quantties of gas that
eeds. Transpcrier may make interruptible sales of such gas
the peint of racaipt pursuant to 18 CFR 284.402. Such sales shall
and concitions mutually agreed upcn between Transporter
d that all such sales shall be fully interruptible.

ARTICLE VIl

PRESSURE

7.1 Pragsure atthe Points of Baceipt Shipper shall cause the gas to be
celiverad at the peints of receipt at a pressure sufficient to allow the gas to enter the
System; however, Shipper shall not be required to deliver gas to the Transporter at any
point ¢ eipt at a pressure in excess of the minimum pressure specified with respect

to each receipt peint in Exhibit A of Shipper's TSA

to Shipper's
ivery points at the pressure axisting in the Transperter's pipeline; however,
gas ‘o each paint at a pressure not less than the minimum

e th respect 0 each celivery peint in Exhibit A to S
ransporter, however, shall not be required or permitted to deliver gas at a pressure in
maximum pressure specified for 2ach peint cf delivery set ferth in Exhibi
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Jnless ctherwise agreed, Shipper shall pay Transporter at its
er adaress as Transpgorter shall designate cn or before the
the amcunt due for the preceding month. |f presentation of a bill
d after the 20th day of the month, then the time of payment
nsible fcr such delay

as nerein D
as it conceces to be

ice or at such ott
Transgorte %
shall te 2 ngly unless Shipper is raspo
2 ue o Pay, Sheuld Shipper fail to pay all or any porticn
revided when such amount is due, interest en the unpaid portion cf
occur at a rate of cne percent (1%) per menth. If such failure to pay
ays after payment is due, Transporter may, in acdition to any other
end further delivery of gas until such amount is
the amount of any

aunder, susp
nt to the ruies of the SCPUC

suantto tt

th surety satisfactery

fficient suraty bond in an amount and wif
ng payment to Transporter of the-amount ultimately founi
r a final determination which may be reached either by
courts, as may be the case, then Transporter shail not be
| cefauit be made in the

tmes

rt
y of gas unless and
| be found that at any time or 4
ed cever under the
e case of an cverch all have actually paid
then witt ne final determination of
party the
then payavie
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TARIFF SDPUC NC. 1

ARTICLE IX
CONTROL CF GAS

Sacsponsibility ‘or Gas. As between the Shipper and Transporter hereto,
Shipper shall te in exclusive control and possession of the gas until such has been
celiverad to Transporter at the point of receipt, and after such gas has been redelivered
to or for the account of Shipper by Transporter at the point(s) of delivery. Transporter
shall be in exclusive contrel and possession of such gas while same is in the System
between the peint of the point(s) of celivery. The party which shall be in

axcius: trol ang posseassion of such gas shall be responsible for all injury or

damage caused thereby.

ARTICLE X
FORCE MAJEURE
Earce Majeura. Neither party shall be responsible or held liable for any
m failure to perform its otligations due to any cause beyond
aroviged, howavar, that such force majeure affecting the
Transporter shall not relieve such party of

ove the cause in an adequate
dispatch; provided furthar, that no such causes affecting
her party from its otligations o make payments as

ntitte either party 10 exercise any ngnt To cffset against any

mean acts of
ts of enemy, wars,

¢ . lanas! g, earthquakes,

and restraints cf the government, either federal or

avuQp

turcances; shutdowns for purposes of necessary repairs.
i Dreaka:

uirec oy

o

N O

orce majeu




AMPI PIPE CRIGINAL SHEET
NEW ULM, M ESOT,

GAS TRANSPCRTATICN SERVICE TARIF

cispatch: shall not require the settiement cf stnkes or lockouts by acceding to the
demangs of an oppesing party when such course is inadvisable in the discretion of ¢
party having gifficulty

ARTICLE XI
INTERRUPTICNS
Notice of Internption. Transperter shall at all times attempt to cperate, or
cause 1o be cperated, its System in a manner designed to make possible, as nearly as
practcable, continuous receipt of gas from, and delivery of gas to, Shipper in the
rovided for in Shipper's TSA. If an interruption or curtaiiment of
Y e necessary, Transporter shall at cnce attempt
Shipper by facsimile or telephone or other prompt means of comm
1@ nature, axtent and probable duration of such interruption or curtailment and of the
quantity of ¢ ansportar esimates it will be able to receive from and deliver to
Shipper dunng the pericd of interruption or curtailment, and shall give like notice of the
ssaticn of such interrupticn or curtailment.
f the affective capacity of all or a porticn
m is reduced as a result of force majeure, repairs, maintenance or
. whether similar or dissimilar, and some curtaiiment of the quantity of
to be received from shippers under their transportation agreements is required as a
the reduced capacity shall, dunng the peric urtailment, b
ately, accerding to their raspective Maximum Daily Quantities, ameng thosa
shippers whcse gas must & ved or del d at or transportad through, the

ust b ranspenad throt
affected facilities

O RO

1ent, and second 10

enity as may e approved
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£ SCHEDULE - FIRM TRANSPORTATION SERVICE

1.0 Availapility. This Rate Schedule is available for the transportation of

natural gas on an firm tasis for any Shipper where (i) Transporter has determined that
sutficient System capacity exists to provide the service requested by Shipper, and (i)
Shipper has axecuted a Transportation Service Agreement ("“TSA®) wherein Transperter
agrees to transport gas for Shipper's account up to a specific maximum caily quantity.

2 Gas Supply: Upstream Transportation. Shipper shall be responsible for
natural gas supplies and interstate transportaticn of Shipper's gas on

arrangi rall
Nerthem to the point of receipt.

Bacaipts and Deliveries. The Peint of Receipt for all gas transperter by
Transporter under this Rate Schecule shall be at the interconnecticn of Transperter's
Systam with Northem located near Marion, Scuth Dakota. The Poaint(s) of Delivery shall
be at the puint(s) designated in the Exhibit A attached ‘o Shipper's TSA.
 ang Charges.  The rates for service under this Rate Schedule ara
as follows:
Lost & Unaccounted
as Sarrantane
495

Transportation Sei °

fixed monthly charge

Authcrized Overrun Service
fixed monthly charge option

0 S

s or conaiticns not sp
ransponer's General

ence into this Rate Schect

=artan Mammen, Presicent




AMP! PIPELINE, INC. ORIGINAL SHEET NO. 1
NEW ULM, MINNESOTA
GAS TRANSPORTATICON SERVICE TARIFF SDPUC NO. 1

Sheets __ to __ reserved for future use.

ssued by: Hartan Mammen, President  SMective: December !, 1995
Orcer Date:




AMP! PIPELINE, INC.
NEW ULM. MINNESOTA
GAS TRANSPCRTATION SERVICE TARIFF SDPUC NO. 1

INDEX OF SHIPPERS
Shipper Bate Schedule Effactive Data
Associated FT 12/01/95

Milk Producars, Inc.

ssued on: November 2, 1935

Ssued by: Hartan Mammen, President
SOPUC Docket No

A

Craer Date:

ORIGINAL SHEET NO, 1

Expiration Data
10/31/2010

ective: December 1, 1995




AMPI PIPELINE, INC.
TRANSPORTATION SERVICE AGREEMENT
WITH
ASSOCIATED MILK PRODUCERS, INC.
Dated November 1, 1995
This NATURAL GAS TRANSPORTATION SERVICE AGREEMENT
("Agreement') is made this 1st day of November, 1995, by and between AMPI
Pipeline, Inc., a South Dakota corporation ("Transporter”), and Associated Milk
Producers, Inc., a Kansas corporation ("Shipper”).

WITNESSETH:

WHEREAS, Transporter will construct and operate a twenty mile intrastate

narural gas distribution pipeline ("System") in McCook, Tumer and Hutchinson
ounties, South Dakota, \umc“ to the jurisdiction of South Dakota Public Utilities
Commission (the "SDPUC™); as

elivery date is expected to be on or about

esires to have natural gas transported on
*s plant located in Freeman, South Dakota, starting

NOW, THEREFORE, in consideration of the premises and the mutual
s herein contained, the parties do covenant and agree as follows:




TICLE

I Qbligation t Sp Commencing with initial in-s e date
hereunder, Transporter shall receive at the point of receipt for the account of Shipy
gas which Shipper may cause to be delivered to Transport: , up to Shipper’s

Contract Demand as set forth in Exhibit A hereto, and transport such gas to the
point(s) af basis.
| Term. This Agreement shall have an initial term commencing on the
n-service date and continuing for a period of fifteen (15) Contract Years thereafter.
For the purposes of this Agreement, the term “initial in-service date” shall mean
December 1, 1995, unless such date is delayed by circumstances beyond the control
of the parties. Unless terminated on six months written notice to Transporter prior to
the termination date, this Agreemen 1 continue in effect from year-to-year
thereafter until terminated by Transporter or Shipper by six months written notice 0
the other party. The first Contract Year shall be the period from the in-service date to
October 31, 1996
3 Maximum Daily Quantities. Subject to Transporter’s prior approval,
Shipper from ume to time shall stipulate 2 Maximum Daily Quantity of gas for
delivery at each point of delivery. The initial Contract Demand shall be set forth in
Exhibit A attached hereto. Any updating or other modification of Exhibit A as
shall not be effective unless and until the updated or
>xhibit A shall have been duly executed or initialled by both parties, subject
ory approval. Such a revised Exhibit A shall replace the prior
shall become a part of this Agreement. The daily
veries at any point pt may exceed the Maximum Daily Quantity spec:
for such point of receipt on a temporary basis, provided the System in Transporter's
C the eXcess qtmn:ny

nsportation Charge. Unless otherwise agreed, Transporter's

or transporting Shipper’s quantities pursuant to this Agreement

t efforts basis
the maximum Authorized




odity rate set forth in Transporter's Tarniff in

effact

anges in Rates and Charges. The service under

lis Agre
1o the Rate Schedule and General Terms and Conditions of
ow exist or may be changes from time to time.
e unilateral rights to file with the SDPUC or other
authority to make changes in (a) the rates, charges, te
to service pursuant to the Rate Schedule under which this
any ;m\ ision of General Terms and Conditions in
Without prej e to Shipper's right to contest such changes,
t harges for service rendered pursuant to
per warrants for itself, its successors and assigns,
very of gas for transportation here
Transporter warrants for itsel
very to others of the gas
uch gas to others.

nder good title

its successors
transported
Shipper warrants for i
under shall be free and
Shipper further warrants that it

T A:‘d save it harmless from all suits, actions, debts, accou

t delivers here!
whatsoever.

ms

g from or out of any adverse claims
S 2 “‘.nr to royalties, taxes, licer es or charges hcr on
ivery of gas and that i lwI] indemnify Transport
xes or assessments which may be lev ﬂJ and assess




her party may desire to give to the other, shall be in writing and shall be
red as duly delivered when mailed by First Class U.S. Mail to the Address of

TO TRANSPORTER:

AMPI Pipeline, Inc.
Attention: General Manager
136 East Railway

P.O. Box 430

Freeman, South Dakota 57109
TO SHIPPER:

Associated Milk Producers, Inc
Autention: General Manager
315 North Broadway
New Ulm, MN 56073

other ad

dress as the parties may designate by written notice. Routine

ncluding monthly statements and payments, shall be considered as
elivered when mailed by First Class U.S. Mail, overnight courier, or facsimile
with telephone ¢

ephone confirmation of receipt).

canof

Waijvers. No waiver by either Shipper or Transporter of any one or
n the performance of any provision hereunder shall operate or be

ture default or defaults, whether of a like or a different

nplicabie 1

aw. This Agreement shall be governed by and
interpreted in accordance with laws of the state of South Dakota,

5

is Agreement is binding upon Transporter an

gns. Either party may assign or ple s

1s of any mortgage. deed of trust
ex hereafter covering substa
e parties shall assign this Agreement or any of
shall have obtained the consent thereto in writing of
easonably withheld.




Dispute Resolution.

1S Agreement

Any controversy or claim arising out of or

g ent, or the alleged breach thereof, shall be subject to init

n by me n. If Transporter and Shipper are unable to reach a resolution
ation. then the controversy or claim may be submitted to the SDPUC for

on shail survive the termination of this Agreement as necessary
utes arising under this Agreement.

No Third Party Beneficiary. No provision of this Agreement shall
nefit of any third person (including the public at large) so
such person as a third party beneficiary of the Agreement or of
the terms hereof, or other

wise given rise 1o any cause of action in

zxhibits, Exhibit A attache:

d hereto is incorporated by reference
ent for all purposes

SS WHEREOF, the parties hereto have caused this
a duly authorized officer.




Exhibit A
ransportation Service Agreement
AMPI Intrastate Pipeline

T

Delivery Point(s)

Maximum Daily Quantity:

Transporter shall deliver Shipper’s gas at a rate of flow not to excee cubic feet
per hour at the point of delivery. Gas shall be delivered at such pressures and
temperatures as v e System operating conditions at such point of
jelivery. Operat 3 location shall normally be between psig
and __ psig.




Exhibit No. §

Statements Required By Chapter 20:10:13




AMPI Pipeline Company
f Statements Included This Filing
Pursuant to Chapter 20:10:13

Statements Basis for Omission or Applicable Reference
Statement Not Applicabie (1)
Statement Not Applicable (1)
Statement C Not Applicable (1)
Statement See Statement D
Schedule D-1 See Statement D
Schedule D-2 See Statement D
Schedule D-3 See Statement D
Schedule D Not Applicable (1)
Scheduie D-5 Not Applicable (1)
Scheduie D-6 Not Applicable (1)
D-7 Not Applicable (1)
D-8 Not Applicable (1)
D-8 Not Applicable (1)
Not Applicabie
Not Applicabie (1
Not Applicable (1)
Applicable (1)
Statement Not Applicable (1)
Scheduie F Not Applicable (1)
Scheduie F Not Applicable (1)
Schedule F-3 Applicable (1)
Statement Statement G
I Applicable (2)
Schedule G-2 Applicabie (2)
Schedule G-3 Applicable (2)
Scheduie G- Not Applicable (2)
Statement H
Applicabie (1
Applicable (1)
Applicable (1
Ap) I

2




AMPI Pipeline Company
List of Statements Included With This Filing
Pursuant to Chapter 20:10:13

Statements Basis for Omission or Applicable Reference
Statement M See Statement M

Statement N See Statement N

Statement O Not Applicable

Schedule O-1 Not Applicable

Statement P Not Applicable

Statement Q See Statement Q

Statement R Not Applicable

AMPIP 15 a recently formed company, this data does not exist
= have been no stock dividends, stock splits or changes in par or stated value. AMPIP
y common or preferred stock or bonds. All AMPIP financial
il be met through loan agreements with AMPI




Statement D

Associated Milk Producers Pipeline Company

Cost of Plant: 20:10:13:54

Functional Classification =~ Balance

Distribution Plant $1,327,522

e No | - Total distribution plant from Statement M, Line 1, Column 3

Detailed Plant Account: 20:10:13:55

It is anticipated that all of the distribution plant will be included in Account 101

Plant Additions and Retirements for the Test Period: 20:10:13:56 and 20:10:13:57

The proposed distnbution plant is expected to be placed in service on approximately December 1,
1995, Therefore no historical data exists. No changes to the proposed plant are anticipated at

this time and therefore, $1,327,522 represents the plant balance




Statement G

Associated Milk Producers Pipeline Company

Debt Capital: 20:10:13:73

Associated Milk Producers, Inc. (AMPI) will finance all debt for its subsidiary Associated Milk
Producers Pipeline, Inc. (AMPIP). AMPI will provide all necessary operating capital for AMPIP

at a rate of 9%. =




Statement H

Associated Milk Producers Pipeline Company

Operating and Maintenance expenses: 20:10:13:80

M and the corresp

The operating and
unt numbers are as follows

Expense Item FERC Account No.
Training and operating requirements 880
SD Puc Assessment 928
DOT Pipeline Safety Assessment 880
Contract O & M 871 -895
Corporate Services 920




Statement [

Associated Milk Producers Pipeline Company

Operating Revenues: 20:10:13:85

The flat fee per month for Transportation Service is $14,724.




Statement J

Associated Milk Producers Pipeline Company

Depreciation Expense: 20:10:13:86

As described in Statement E, AMPIP proposes to utilize a 2.44% annual depreciation rate. Based
on the total cost of the pipeline facilities, the annual depreciation amount will be $32,451. The
overall cost of service can be found in Statement M.




Statement L

Associated Milk Producers Pipeline Company

Other Taxes: 20:10:13:94

Property taxes for the proposed pipeline are estimated to be 1.18%. Property taxes for the first
year are estimated 10 be $2,611. Annual property taxes thereafter are estimated at $15,665. The
overall cost of service can be found in Statement M.
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Statement N

Associated Milk Producers Pipeline Company

Allocated Cost of Service: 20:10:13:97

AMPIP expects that all of its revenue will initially be generated by the transportation of natural
gas for only one customer, its affiliated AMPI plant in Freeman, South Dakota. Therefore, it is
not necessary to allocate the cost of service shown on Statement M. AMPI has agreed to pay
100% of the initial cost of service. If AMPIP adds other customers at a later date, AMPIP will
file with the Commission to establish rates, tariffs and cost allccations by class.




wears-

Statement Q

Associated Milk Producers Pipeline Company

Description of Utility Operations: 20:10:13:101

0D distnbution line of AMPIP will extend from a poimnt on the existing
s pipeiine jocated at township 101 North, Range 54 West, Section 24, in
S Dakota, extending in a southerly direction along 447th Avenue to Tumer
g west along County #10 to Tumer County #15, tuming South along County
44 again tum west along Highway #44 to US 81 and tum south along
e proposed pipeiine will at a district regulating station in the SE 1/4 of
99N, Range 56W in Hutchinson County.

ume is AMPIP's affiliated company AMPL. The rate
e pipelines and its affiliate. AMPIP may install additional taps
ers along the proposed route as customer requests arise. AMPIP




Associated Milk Producers, Inc. Pipeline, Inc.

Before the
South Dakota Public Utilities Commission

Application for Change in an Intrastate Natural
Gas Transportation Rate

September, 1997




September 5. 1997

William Bullard. Jr

Executive Director

South Dakota Public Utilities Commussion
S00 East Capitol

Pierre, SD 57501

Re Application to Establish a Revised Transportation Rate for Associated Milk Producers,
Inc. Pipeline

Dear Mr. Bullard

Pursuant to South Dakota Statute 49-34A-10 and the Rules and Regulations of the South Dakota
Public Utilities Commission (“SDPUC™ or “Commussion™), Chapter 20:10:13, Public Utility
Rate Filing Rules. Associated Milk Producers, Incorporated, Pipeline Incorp (“AMPIP"),
a subsidiary of Associated Milk Producers, Inc. (“AMPI™), hereby submits for filing this
application to revise its natural gas transportation services rate and tariff subject to the
Commission’s jurisdiction. The revised rate will allow AMPIP to serve both AMPI and the new
municipal gas utility to be owned and operated by the City of Freeman, South Dakota
(“Freeman™). The Commission was granted jurisdiction over AMPIP's rates and tariffs pursuant
10 SDCL 49-34A-1, Subd. 9A

Pursuant to South Dakota Administrative Rules Section 20:10:13:26, AMPIP provides the
following information

(1) Name, Address, «nd Telephone Number of Pipeline

Associated Milk Producers, Incorporated. Pipeline, Incorporated
136 East Railway

P. 0. Box 430

Freeman. South Dakota 57109

(605) 925-4234




(2) Tariff or Tariff Sheets Affected

The Com appro AMPIP s initial Intrastate Natural Gas Transportation Service Tanff
SDPUC N¢ n Docket NG95-01 ithin the approved tanff. the rate sheet affected 1s known
as Scheduie FT (Firm Transpontation Service). A copy of the revised Tanff, Schedule FT and
form of Service Agreement are included herein as Exhibit 4. The Tanff conforms with the
Commission Rules 20:10.1302 through 20:10.13.14. with the exception of Rules 20:10:13:04
and 20:10:13.05. and provides for a volumetnc transportation service rate. AMPIP respectfully
seeks warver of Rules 20:10:153:04 and 20:10:13:05. Thas request 1s addressed more fully in
Section 12 of this document

No other type of service or rate will be offered on the pipeline at this ime. In the future, AMPIP
may add additional farm tap customers along the line, at the same rate under Schedule FT. If
needed. AMPIP will file additional rates and tanfls at a later ime 1o meet the needs of additional
customers

(3) Description of Change
Background

AMPI 1s a nanonal milk producing cooperative operating in twenty states. AMPI’s corporate
headquarters are located in Arlington. Texas. AMPI has one facility located in the State of South
Dakota. in Freeman. Pnor to the installation of AMPIP, production costs at this Freeman facility
were substantially higher than at any other AMPI plant. This was due in large part to the fact
that the Freeman AMPI plant was the only AMPI site without natural gas service. Two vears
ago. AMPI studied the feasibility of providing natural gas to the plant located in Freeman. The
most economical way to do this was to establish a direct connection to the Northern Natural Gas
Company interstate pipeline system near Marion, SD. However, because of certain FERC
regulatory requirements, and to provide future flexibility, AMPI created AMPIP as a subsidiary
of AMPI to own and operate the intrastate natural gas pipeline subject to the Commission's rate
and tanff junsdiction. In November 1995, AMPIP filed an application with the Commission to
establish initial transportation rates for the pipeline. That application was in Docket NG95-017

Early in 1997, the City of Freeman elected to create a municipal gas distribution utility. The
pipeline will now serve Freeman in addition to the AMPI plant. This operational change
presents a need to modify the approved fixed monthly transportation rate of $14,724. At this
time, transportation service on the pipeline is firm in character

Change in the Approved Rate

The rate proposed herein is a volumetric rate reflecting underlying cost data pertinent to the
pipeline configured to serve Freeman. instead of the AMPI plant alone. Freeman will purchase a
segment of 6” polyethylene pipeline from AMPIP within the city limits. That segment is 7,675
feet in length and also includes the service line and matenals to the AMPI plant. This segment is




valued at $111.600. The proposed transportation rate reflects this reduction in plant investment
and reductions in associated costs. Pursuant to SDPUC 49-34A-35. this sale of utility plant does
not require Commuission approval as it is less than $200,000

After over a vear of operation. AMPIP now has an historical base of cost data to rely upon in
setting its transportation rate. The proposed rate reflects that histonical information. The
attached testimony and schedules of Mr. John Winter. Exhibit 2. explain the cost data more
completely

(4) Reason for the Change

There are three major reasons for the rate change First, the proposed rate is a volumetnic rate per
Mcf rather than the current monthly fixed charge. A volumetric rate allows more flexibility to
both AMPIP and Freeman as customers are added within the municipality and volumes change
over ime. It also sends pricing signals to Freeman and AMPI related to their utilization of the
pipeline facility. Durning periods of low use, customer bills will reflect that lower seasonal use,
and vice versa. Second. a portion of the pipeline will be sold to the City of Freeman which
changes the underlying cost data supporting the rate  Third. after slightly more than a year of
operation. more accurate cost data 1s now available

(5) Present Rate

The present rate is charged between AMPIP and its parent company. AMPI, for deliveries to the
Freeman AMPI facility alone. The rate 1s a fixed fee of $14.724 per month

(6) Proposed Rate

The Proposed rate is $0.99 per Mcf. That rate is developed by Mr. John Wirter in Exhibit 2

The proposed volumetric rate is accepted and agreed to by AMPIP's parent company. AMPI. and
the City of Freeman, South Dakota. Freeman's Mayor Michael Schultz has submitted a
statement of concurrence. Exhibit 3, indicating Freeman's acceptance of the proposed rate.

(7) Proposed Effective Date of the Rate

AMPIP requests the Commission allow the rate to be effective no later than thirty (30) days
following the date of the filing, or October 5, 1997, in time for the 1997 - 1998 heating season
for the City of Freeman Municipal Gas Unility. Delivenes to Freeman from the pipeline are
expected to begin shortly after that date

AMPIP further requests that, on a temporary basis. the Freeman AMPI plant remain on the
present monthly fixed charge of $14.724 through December 31, 1997, allowing a transition
penod for residences and businesses within Freeman to complete conversion to natural gas. The
plant will switch to the volumetnic rate of $0.99 per Mcf on January 1, 1998 This will allow
AMPIP to recover its costs during the transition peniod




(8) Approximation of the Annual Revenue Effect

The proposed volumetnc gas transportation rate. $0.99/Mcft. applied to the esumated Mcf
volume of 214.000 vields revenues of $211.860. This amount is essentially the same as the
levelized annual revenue requirement determined by Mr. Winter on his Schedule 3, Page 2 of 3.
Exhibit 2

(9) Points Affected

Pipeline delivenes will be made 1o the Freeman town border station (“TBS”). It is the only
delivery point affected

(10) Estimated Number of Customers Affected

Two customers, the City of Freeman. SD. and AMPIP’s parent company AMPI are affected by
the proposed rate change. AMPI remains a customer of the AMPIP pipeline at the same rate,
terms. and conditions as Freeman. The AMPI plant will also be a transport customer for the City
utility. Previously. AMPI paid 100% of AMPIP’s cost of service. Following approval. AMPI
and the City wall share the cost hased on their respective annual usage levels

(11) Statement of Facts, Opinions, Documents and Exhibits to Support the Rate

Pursuant to Rule 20:10:13.39 (Subp. 1), AMPIP submits the following exhibits in support of this
filing

Exhibt 1 Testimony of Mr. Harlan Mammen, President of AMPIP

Exhibit 2 Tesumony of Mr. John Winter, Cost of Service and Pipeline Rate
(Pursuant to Rule 20:10:13:96)

Exhibit 3 Suatement of Concurrence, Hon. Michael Schultz, Mavor of
Freeman. SD

Exhibit 4 First Revised Transportation Service Tanff

Exhibit 5 Statements Required by Chapter 20:10:13

(12) Request Waiver of Rules 20:10:13:04 and 20:10:1 - Arrangement of Tariff
Schedules and Form of Tariff Schedules Rules, Respectively

Pursuant 10 Rule 20:10:13:08, AMPIP respectfully requests waiver of the Commission’s taniff
schedule arrangement and form of tanff rules (20:10:13:04 and 20:10:13:05) to the extent
necessary to accept the proposed tanff and rates on the date proposed. The rules require various
detailed administrative requirements for tanff changes which are burdensome for AMPIP since it
will serve only two customers. Mr. Mammen's testimony lists the significant changes, which
have been accepted by AMPIP's two customers. Thus, the public interest will not be adversely
affected by granting such a waiver. Also, for ssmplicity of administration, the attached taniff is
the First Revised Tanff




SEP- 3-97 MED 10:31
SEP-03-87 WED 10°24 NP FAX NO. 612 330 760!

AMPIP requests warver of any other Commission rules necessary to allow the tariff and rate to
be effective on the date requested

(13) Listing of Parties, Cantachs, Legal Representatives, etc

Mr Harlan Mammen Ms. Claire Taylor-Sherman
Assoviated Milk Producers, Inc 2800 Minnesots Workd | rade Center
315 North Broadway 30 E. 7th Street

New Ulm, MN 56073 St Paul, MN 551014999

Mr. John D. Winter Mr. Dale Strasser, Cily Attorney
Northern States Power Compacry P.O Box 428

414 Nicollet Mall Freeman, SD 57029
Minneapolis, MN 5540]

(14) Notice; Posting; Public lnspection

Pursuant vo rule 20:10:13:17, a copy of this filing is availabie for public inspection at the AMPIP
office located at 136 East Railway, Freeman, SD $7039. Also, pursuant to rule 20:10:13:17,
AMPIP is providing written notice of this filing to the City of Freeman, SD. Pursuant to Rule
20:10:13:18, 2 copy of the written notice is posted at AMPIP's offices =t 136 Last Railway.
Freeman. SD

(15) Conclusion

AMPIP respectfully requests that the Commission. sccept and approve the proposod intrastate
trunsportation rate effective thinty (30) days after filing, or October 5, 1997. This will allow the
tariff to be in effect in time for initial scrviccs to the Freeman wtility and without suspension or
change. AMPIP makes this request with full concurrence from the customers affected, the City
of Freeman, SD and AMPL.

Dated: Septembes 5, 1997
ASSOCIATED MILK PRODUCERS, INC PIPELINE, INC

Harlan Mammen
President
(507) 354-8295




Direct Testimony and Schedules
Mr. Harlan Mammen

Before the South Dakota Public Utilities Commission

In the Matter of the Application to Establish Revised Transportation Rates for
Associated Milk Producers Pipeline, Inc

DocketNo.
Exhibit No. 1
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Mr. Harlan Mammen
Project Support
Docket No.

Please state vour name. business address and position with Associated Milk Producers
Pipeline. Inc

My name 1s Harlan Mammen | am the President of AMPI Pipeline Inc.. (“AMPIP™)
which 1s an intrastate natural gas pipeline operated in McCook. Turner and Hutchinson
counties n southeastern South Dakota. The AMPIP pipeline currently serves the
Associated Milk Producers. Inc. (“AMPI") plant in Freeman, South Dakota AMPIP is a

wholly-owned subsidiary of AMPI

Have vou previously testified before the South Dakota Public Utilities Commission
(“SDPUC™)?
Yes | have provided wnitten testimony before the Commussion in Docket No. NG95-

017 That filing established the initial transportation rates on the AMPIP pipeline

What are your current responsibilities, education and professional background?
As Assistant Regional Manager of AMPI, my current responsibilities include direct
responsibility for manufacturing operations at fourteen processing plants in five

midwestern states, including the plant located in Freeman, South Dakota

What is the purpose of your tesimony”?
The purpose of my testimony 1s 1o explain the history of AMPIP and 10 explain how
AMPIP will provide natural gas transportation service for the municipal gas utility being

established by the City of Freeman, and explain the economic benefits 1o both parties.

Please explan the history of AMPIP, Inc
AMPI 15 a national milk producing cooperative operating in twenty states. AMPI's
corporate headquarters are located in San Antonio Texas. AMPI has one facility located

in the State of South Dakota, in Freeman. Prior to the installation of AMPIP, production

costs at this Freeman facility were substantially higher than at any other AMPI plant




Mr. Harlan Mammen
Project Support
Docket No.

This was due, in large part to the fact that the Freeman AMPI plant was the only AMPI
site without natural gas service. Two years ago, AMPI studied the feasibility of
providing natural gas 10 the plant located in Freeman. The most economical way to do
this was 1o establish a direct connection to the Northern Natural Gas Company interstate
pipeline system near Manion. SD. However. because of certain FERC regulatory
requirements, and to provide future flexibility, AMPI created AMPIP as a subsidiary of
AMPI 10 own and operate the intrastate natural gas pipeline, subject to the Commission’s
rate and tanff junsdiction. In November 1995, AMPIP filed an application with the
Commussion to establish nitial transportation rates for the pipeline. That application was

approved by the Commission

What has occurred since AMPIP went into service?

The initial pipeline was structured to allow flexibility 1o respond to future developments.
We expected that retail natural gas service could be extended to the residents and
businesses in Freeman at some future time. As | understand it, the City studied several
options and has decided to establish a municipal gas utility to provide this service. The
City utility would purchase wholesale transportation service from the AMPIP line. The
City utility would purchase natural gas supplies from a third party, and interstate

transportation from Northern Natural. AMPIP will not provide sales service

The City. having decided to go ahead with forming a municipal gas utility, approached
AMPIP about the possibility of AMPIP allowing the City to tap the AMPIP line and
serve retail customers in the City. AMPIP has agreed to provide this access to the City
under its Tanff and contract form on file with the Commission. The tanfY rate and terms
and conditions of service to AMPI and the City Utility will be the same, so AMPIP will

provide service on a non-discriminatory basis




Mr. Harlan Mammen
Project Support
Docket No.

Has Freeman reviewed the rates and tanff terms and conditions proposed here

Yes. Freeman has reviewed the tanff and associated rates contained in this filing and
believes these rates and tanffs meet their requirements to provide economic, reliable
natural gas service to the citizens and businesses of Freeman  The mavor, Mike Schultz,
has provided a Certificate of Concurrence which is attached to this filing as Exhibnt 3
indicating the City supports the proposed rate and tanfl. The proposed rates are thus

uncontested and should be promptly approved by the Commission

Are any facility changes required

In order for the City to establish it’s gas utility, AMPIP will sell a small portion of the
current pipeline to the City. The portion of the pipeline to be sold is inside the City
boundaries and connects the AMPI plant to AMPIP. As a result, the AMPI plant will
become a retail transportation customer of the City utility. AMPIP wall sell the portion of
pipe to the City for $111.600, which is the net book value on AMPIP’s beoks and

records. As I understand the requirements of SDPUC 49-34A-35, this sale is not subject

to Commission approval because it involves less than $200.000

What are the benefits of AMPIP providing wholesale natural gas transportation service to
the City Municipal Utility?

Natural gas service, including the cost of gas supply, has produced energy cost savings
for AMPI compared to the cost of alternative fuels. Moreover, retail customers of the
City Unility would also presumably enjoy energy cost savings if they take service through
the pipeline and the City Utility. The City Utility and AMPI will share the use of

AMPIP, reducing the cost to AMPI, and using the facilities more efficiently. The public

interest will be served




Mr. Harlan Mammen
Project Support
Docket No.

Who will provide the gas supply for Freeman to be transported through AMPIP?

As the Commission knows, over the last decade the FERC has restructured the wholesale
interstate pipeline industry  Northern Natural no longer provides gas supply services
Instead. Freeman can directly contract with any one of a number of wholesale gas

suppliers, using Northern and AMPIP only for transportation services

What tanff changes are proposed to the AMPIP tanff”

Most importantly, of course. the rate contained in the Firm Transportation rate schedule
has been changed to reflect the cost of service in testimony sponsored by Mr. John
Winter Mr Winter uses the AMPI and City Utility’s billing determinants to amive at the

Firm Transportation rate of $0 99

In addition. AMPIP 1s changing the definition of “gas day " to reflect the changes to
Northemn's FERC tanff to implement new Gas Industry Standards Board (“GISB™)
standards. FERC mandated all interstate pipelines us a “gas day™ starting at 9:00 central

clock time; Northern previously used a 12:00 Noon gas day

AMPIP is also adding provisions whereby it can pass through to a shipper any imbalance
penalties from Northern caused by the shipper. Northern received FERC approval to
modify its imbalance penalty structure. including imposing “cnitical day™ penalties of up
to $113 per dkt. in order to maintain system integnty  See FERC Docket No. RP96-302
AMPIP does not anticipate such penalties being imposed on AMPIP since AMPI and the
City Utility, or their supplier, will hold the transportation contract on Northern and
should bear any imbalance penalties. However, if a penalty is imposed on AMPIP by
Northern as a result of the actions of a shipper, the shipper should reimburse AMPIP
since the cost of service supporting the proposed transportation rates does not include any

penalty costs
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Finally. AMPIP is proposing a few “clean-up” changes which are not substantive. As |
stated earher. the City Unlity has reviewed the proposed tanff. transportation contract and
rate, and supports prompt Commission approval. The changes are proposed to be

effective 30 days after filing

Do you have any final comments?

AMPIP views this proposal as a significant economic development step for the City of
Freeman and southeastern South Dakota. The project will make the City of Freeman
more competitive, and should help attract economic development to the area. | hope the
Commussion will agree by approving the proposed tanff and rate effective 30 days after

filing. so that natural gas deliveries may take place prior to the 1997-1998 heating season

Does this conclude your testimony ?

Yes
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Affiant, baving been first duly swom, on oath deposes and suys

That he has rcad the foregoing testimony and if asked the questions therein his answers in
response would be as shown,
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John Winter
Cost of Service and Pipeline Rate

Please state your name, position, and business address.

My name is John Winter. My position is Sr. Regulatory Consultant within the
Regulatory Services Department of Northern States Power Company (“NSP™). My
business address 1s 414 Nicollet Mall in Minneapolis, MN

What are your current responsibilities?

1 am responsible for providing project management and team participation on various
regulatory projects, particularly in the area of rates. | provide expert tesumony, including
development of underlying technical cost support, for the revenue requirements aspects of
NSP regulatory proceedings. The cost support | prepare involves gathering revenue,
expense, and plant investment data and determining the appropnate amounts related to
the provision of utility services. My internal NSP clients include NSP-South Dakota,
NSP-North Dakota, NSP-Electric (wholesale and transmission), and NSP-Natural Gas

Services

What 1s your educational and professional background?
Schedule 1 contains a summary of my educational and professional background

Have vou testfied previously before this Commission?
As shown on Schedule 1. | appeared before this Commission in a Conservation Cost

Recovery case | also subr d cost of service v in Docket F-3422. The case

was subsequently settled. | have provided direct and indirect support for numerous

regulatory projects in South Dakota since the late 1970°s.
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ur T this proceeding and the purpose of vour testimony?

oviding internal consulting services to NSP-Natural Gas Services (“NGS™). a
division of NSP's Gas Unlity. In this proceeding, NGS 1s providing consulting services
10 Associated Milk Producers, Inc. Pipeline (“AMPIP"), a subsidiary of Associated Milk
Producers, Inc (“AMPI”), and the City of Freeman, South Dakota (“City™), to develop
and establish a rate for intrastate transportation for natural gas delivered on AMPIP 10
AMPI and Freeman's new municipal gas utility. Using cost data provided by AMPIP,
my testimony describes the cost of service for the pipeline and establishes the proposed
volumetnc pipeline rate. AMPI and the City both contract with other parties for natural
gas supply and AMPIP transports the gas Mr. Harlan Mammen, Assistant Regional
General Manager of AMPI and President of AMPIP, describes the AMPIP/Freeman

contract in greater detail in his tesumony

Please generally descnibe the development of the pipeline rate

The pipeline rate 1s developed on Schedule 2 of my exhibits. Schedules 3 - 5 support that
calculation. Consistent with Docket NG95-017, a levelized annual revenue requirement
factor is developed and applied to gross plant investment to determine the annual revenue
requirements of the pipeline system. The factor includes components reflecting debt

service, depreciation, property taxes, operating and maintenance expenses, property

insurance, and regulatory fees. The comp are escalated where approp overa
45 year penod, and then discounted at AMPIP’s cost of capital to determine the levelized
annual revenue requirements of $211,897. The proposed volumetric rate of $0.99/Mcf 1s
determined by dividing the annual revenue requirements by the anticipated transportation
volumes of 214,000 Mcf  This rate, if approved, will be applied 0 all transportation
services for AMPI and Freeman's Municipal Gas Utility as described in the Gas
Transportation Service Tanff Schedules, Exhibit No. 4 of this filing. The City will own
and operate 1ts municipal distnbution system and provide retail transportation service to

AMPI. This is not subject to SDPUC regulation
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Please describe ¢ vou el he pipeline revenue requirements

be, g with peline investm:

Schedule 3, Page f 3, shows the components of the pipeline’s projected revenue
requirements over the first 45 vears of operation. AMPIP’s onginal cost investment in
the pipeline 1s $1,256,056 and 1s developed on my Schedule 4. It is also shown in
Column C of Scheduie 3. Page 1 of 3. That amount reflects AMPIP’s original cost of the
pipeline less the value of a small segment within the City of Freeman. The City will
purchase that segment for $111.600. The investment is recovered over a 40 year book
life at the rate of $30,704 per vear. The annual depreciation is also developed on
Schedule 4 and mcorporated on Page 1 of 3 of Schedule 3 in Column F. This amount has
been reduced 1o reflect the portion sold to the City. Property taxes begin at $30,576 per
vear (1996), reduced for the portion sold to the City, and are developed on Schedule 4
and incorporated on Page | of 3 of Schedule 3 in Column H. The property tax amounts
are escalated at 2 75% per vear. Tax depreciation uses alternative Modified Accelerated
Cost Recovery System (MACRS) with a 22 vear tax life on a straight line basis. The

on 15 also used

Does the tax vs. book depreciation differences have an impact on the proposed rate?
Essentially, there 1s no impact. | have simplified the revenue requirements calculation by
setting tax depreciation equal 10 book depreciation. Since this is a levelized
determination, the result is essentially the same as if the tax vs. book differences were

deferred and later flowed back

What have you used for cost of capital?
1 have included interest on the pipeline debt at 9%, which is the rate on AMPIP’s note

payable
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Picase descnibe how vou have estimated operating and maintenance expenses (O&M)?
Based on AMPIP’s actual results of operations since 1995, | have incorporated their
estimates of first year O&M expenses. | have shown those expenses, $39,450, on my
Schedule 5 In addition, | have included reasonable escalators for each component of
O&M reflecting historical, contractual, and expected increases over time. 1 then
calculated the weighted overall escalator of 1.5%, which I used in determining the annual

O&M over the life of the project

What was the result of your levelized annual present value calculation?
I determined that the levelized annual revenue requirement of the pipeline is $211.897
This amount 1s shown on Page 2 of 3, Schedule 3, and again in Schedule 2 where the

pipeline rate is developed

Have you provided additional detail about your of AMPIP's prop

Yes. Each of Schedules 2 - S include a section showing Sources and Notes. These

references provide additional documentation for the cost of service

Please describe the required filing statements included with this application.

Exhibit § of this filing consists of the required filing statements per Chapter 20:10:13 of
the South Dakota Admimistrative Rules. The initial pages of that exhibit list the
statements included. or that are not applicable. The reasons certain statements are not
applicable 1s described on page two of the listing. Waiver of those statements not

applicable is respectfully requested of the Commission
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e form of purchased cost of gas adjustment mechanism?
ke typical gas local distnbution companies, AMPIP will be exclusively a
will not provide sales service. However, AMPIP proposes 1o pass
nposed by Northern Natural Gas, the upstream interstate
pipeline. The City may. in tumn, elect to pass those costs on 10 its customers in its retail
rates Section 5.1 1n the Gas Service Tanff, First Revised Sheet No. 16 discusses the

pipeline cost adjust

Do you have any concluding remarks?

Yes The proposed rates are comparable to other utlities, reasonable, and represent a
good value 10 energy supply. AMPIP respectfully requests Commission approval of
AMPIP’s proposed rates for intrastate transportation 10 its shippers (AMP] and Freeman,

SD)

Has the City of Freeman agreed 10 these rates”

Yes. In his Statement of Concurrence, Freeman's Mayor Michael Schultz expresses
agreement on behalf of the Freeman with the proposed tanff terms, conditions, and rates
This consent to the proposed rates provides additional support for the Commission to

approve the proposed rates without suspension

Does this conclude your testimony?

Yes 1t does
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Exhibit 2

List of Schedules

Schedule 1 Resume of John Winter
Schedule 2 Pipeline Rate

Schedule 3 Cost of Service
(Statement M)

Schedule 4 Plant Investment and
Related Costs

Schedule 5 = Operating Expenses




AMPI Pipeline, Inc Schedule 1
Freeman, South Dakota Rates

JOHN D. WINTER, CPA

v Consultant - R y Services
414 Nicollet Mall
Mpls., MN 55401

CURRENT RESPONSIBILITIES (June 1992 - Present)

ctly responsible for providing project m nt and team particip on various
regulatory projects, particularly in the area of rates. Provide expent testimony, including
development of underlying technical cost support, for the revenue requirements aspects of
regulatory proceedings. Intemal clients are Northern States Power Company (NSP)-
South Dakota, NSP-North Dakota. NSP-Electric (wholesale and transmission), and NSP-
as Services. Responsibilities frequently include overall project
coordinal Leadership for the project team and participants is cniical. A
t aspect of the posttion is the need to build credible and effective relationships

EMPLOYMENT HISTORY (Northern States Power Company)

Sr. Regulatory Consultant 1994 - Presemt
Assistant to the Chief Financial Officer 1992 - 1993
Director, Financial Accounting, Budgets. i Reports 1990 - 1992
ctor, Electric Finance and Information Management 1989 - 1990
Drrector, Electnc Finance 1988 - 1989
Manager, Electric Financial Planning & Administration 1984 - 1988
A strator. Revenue Requirements 1983 - 1984
Sr Rate AnalystRate Analyst, Revenue Requirements 1979 - 1983
Accountant St., General Accounting 1977-1979
Accounting Specialist, Matenal Accounting 1976 - 1977

ATION

Electnc Unlity System Operation
e Masters Forum
Strategic Cost Management. Tuck at Dantmouth
¢ Seminar, Kidder Peabody

of Science - Accounting, University of Minnesota




AMPI Pipeline, Inc.
Freeman, South Dakota Rates

PROFESSIONAL CERTIFICATION AND ASSOCIATIONS

Cerufied Public Accountant (CPA) - Minnesota
Member, American Institute of CPA’s (AICPA)
Member, Minnesota Society of CPA's

PREVIOUS TESTIMONY

FERC Application for Merger Approval (Primergy) ER95-1358-000
North Dakota Application for Merger Approval (Pnmergy) PU-400-95-340
North Dakota - Electnc PU-400-94-514
FERC Open Access Transmission Taniff ER94-1113-000
FERC Transmission - Order 84 Sales for Resale ER94-1090-000
FERC Wholesale ER93-385-000
North Dakota - Electric PU-400-92-399
Minnesota - Electric (Budgets and Budget Process) E002/GR-91-001
South Dakota - Electnic F-3422

South Dakota Conservation Cost Recovery PUC Hearing, 1981




AMPI Pipeline, Inc.
Freeman, South Dakota Rate

Pipeline Rate

Volume

Amount

(A)

Annual MCF

21 Annualized Revenue Requirements

otal Blended Volumetric Rate

Sources and Note
Line | Saies vo ates. first full year Per Freeman. AMPIP
Lime 2 Schedule 3, Page 2012 Referred 10 as “Annual Requirement™
Lime 3 Lme 2 divided by Line 1 sbove

MNNT 1021 AM

Schedule 2




AMP1 Pipelime. Inc
Statement M - Cost of Service
Levelzed Ansual Reveswe Requirement

See Page 3 of 3 for Sources and Notes

Capital Structure (CS)

Weighted

Cost

00000%¢

358

Property
Taxes
H

85587
LA
90,359
92844
95,397
9,021
100,716
2655481

Total Revenue
Requirement
)

113,104
211.559
210239
208,952

178,114
1816137

Schedule 3
Pagelof3

90000%
Present Value
of Revenue
Deficiency or
(Excess)




AMP! Pipebme. Inc
Statement M - Cost of Servace
Levekaed Ansusl Revesue Requirement - See Page 3 of 3 for Sources and Notes

3 Annua) Revenoe Requ

Retorn
Deprecuation
O&M a0d Prop Taxes

Total LARR

Plant In Service

Annwal Requirement

6144
5151
44mn
€192
3931
1686
2,305,982

456,657

Schedule 3
Page2of3

253%
7a8%

1687%

$1.256,05

5211897




AMP1 Pipeline, Inc Schedule 3
Statement M - Cost of Service Page3of3
Levelized Annual Revenue Requirement

Sources and Notes

Schedule 3. Page ] of 3
imes CS1-CSS. AMPIP Cost of Capatal Debt only @ 9% Interest Rae
- sume A Tame Perod for present value calculation
amn B Year mservice Present vabue is life cycle beginning in 1995
Net prpeline expenditures Reduced for sale of 7,675 to City of Freeman for $111.600
amn D Net investment reduced for accumulated depreciation for cach vear
E One-half of end of first vear mvestment ($1.240,70472) applied to debt cost (%)
¥ Book depreciation per AMPIP adjusted for sale of 7,675 to Freeman (half year) See Schedule 4
G Ser Schedule
ohumn H Actual Propenty Taxes per AMPIP for first vear
Sum of Cohumas E - H for comesponding lines
ohsms ] Present Value of Colum | @ Overall Cost of Capital (9%)
Column £ Average net investment applied 10 debt cost (%)
oluma F Book depreciation per AMPIP adjusted for sale of 7.675 10 Freeman See Schedule 4
Lines 2 ohumn G Operating expenses per Schedule $, escalated at rate determined on Schedule §
Limes 2 - 46, Column H Property taxes per AMPIP adjusied for sale of 7,675 1o Freeman See Schedule 4. Escalated at 2 5% annually
Law 47 Oheck totals

age 2

The leveiuzed annual revenue requirements of the flems reflected in the columns below
Lime RR2 The percent of onginal cost ($1.256,056) for the levelized revenue requirements shown on RR |
Lmes | - 46 Columns A - D Annual present value of each revenue requirement component shown. The nominal amounts
are from Schedule 3. Page 2 of 3, Columns E - H.
ws | - 4 Column £ Annual present value of total revenue requirements. Matches Column J on Schedule 3, Page 1 of 3.
me 47, Columns A - £ Total of annual present value amounts for each column. These amounts are then discounted 1o arive at
the amounts shown on Line RR1

obumns Fand G Summary of Levelized Annual Revenue Requirements. Column F describes each component. Column G shows
the LARR rute by component and the total. The LARR rate of 16 79% on Line S, Column G is applied 10 the
onginal cost of the pipeline shown on Line 8, Column G 1o amive af the levelized annual revenue requirements
shown on Line 10, Column G of $210.892 This amount is camied forward to Schedule 2 10 determine the pipeline rate.




AMP1 Pipeline. Inc Schedule 4
Freeman. South Dakota Pipeline Rate
Plast lavestment and Related Costs

Pipeline Sold to Freeman SO

) Ppelme Ongmal Cost $1,367,656
Portion Sold 1o City 111,600

Adjuszments to Cos: Items for Sold Portion

Original
Amount
(A)

4) Annual Book Depreciation

(5) Ansusl Property Tazes

oy i e

Lise | Prpetime orginal cost per AMPIP books and records

Lime 2 7675 Fees of 6° Steel 1 be sold 1o the Cry of Freeman, SD This portion is within
e city limes and thus on the City's side of the town border station

Lime 3 Net AMPIP origimal com of the pipeline

Line 4 Book depreciation per AMPIPs books and records shows i Column A
Percent reduced i desermined above on Lines 1 -3 Net AMPIP portion 15
hows € Colamn (

Lise & Property Taxes per AMPIPs books and records shown i Column A
Percent reduced is determined sbove on Lines 1 -3 Net AMPIP portion is
shown & Cotumn C




AMPI P peline. Inc
Freeman, South Dakots Rate
Operating Expenses (O&M)
| Year
Escalated
Amount Amount
Y] ©

Contracted - Operating and Maintenance $12,000 2 $12240
Dy 10 day operanons and mamtenance of prpeline facibiny

AMPIP . Operating and Maintenance Costs $1,801
Traiming. readings. patrolliag of line by local AMP! personne!

Corporate Services
Management, clenical. sccounting and tax work

Audit and Legal Fees
Outmade legal and sodn fees

Insurance
Anual Fee

OFS Assessment
Office of Prpetune Safery

7) Regulatory Fees
Grom Recepts tx and DOT Pipeline Safety Assessment

Sources and Notes
Line |, Cobumn A Per AMITP contract with NSP NGS for pipeline operations and maintenance services
Line |, Column B. Contract escalator
Lines 1 - 7. Column € Year 2 level of cost with escalator applied to year | historical-based amounts
Line 2. Cobumn A AMPIP drect costs of employee pipeline maintenance activities
3. 4 Column B Asnual escalator based on anticipated inflation
ame A Portion of AMP! corporate costs associated with the pipelme.
Cokumn A Audit and legal foes based on actual resuhs
Colume A Insurance costs based on actual results.
Column A OPS assessment based on actual results

me t Sum of year | and year 2. respectively, O&M costs from Lines 1 - 7
Lme & Coteme B W exghied anmual O M excalator based on expenses and mdrvidual escalatons

hown on Limes |




AFFIDAVIT

STATE OF MINNESOTA

COUNTY OF RAMSEY

Affiant. having been first duly swom. on oath deposes and says

That h+ has read the foregoing testimony and if asked the questions therein his answers in
response would be as shown

That the facts contaned in said answers are true to the best of his knowledge and belief.

SUBSCRIBED AND SWORN 1o me before me this _ 3~ _day of September, 1997

] | Y.
AOSS™

B v
R .

Notary Public

e |
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Honorable Mayor Michael Schultz
Freeman, SD




Michael Schultz, Mayor
City of Freemas, South Dakota
P.0.Box 178
Freeman, South Dakota 57029-0178

Serterber 3 1907

M: Tlarias Mamncn, Prewden:

AMPT Pipeline, Inx

315 North Brosdway

New Ulm. MN 56073

Re Proposed AMPIP Transporauon Rate

Dear Harlw

On behalf of the City of Freeman, South Dakots, and 1ts pewly-formed musicipal gas
GTidation Wtliny, | concur with the AMVIP pipeline rate of $0.99 per Mcf proposed o your
recey filing with the South Dakota Public Utilities Commiswon. | have conferred with the
Freernan Unlsy Bowre. and we support e proposed rute as just and reasonable

We iook forward to the availability of nenaa! gas in Preeman deginning this fall Thisisa
pomtive e forward for the ity s residents and businesses.
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FAX NO. 612 330 7601

TARIFF SCHEDULES
APPLICABLE TO
INTRASTATE NATURAL GAS TRANSPORTATION SERVICE
OF
AMP1 PIPELINE INC
General Office

313 North Broadway
New U MN 56073

Flied with the South Dakota Publc Utilities Commission
#s SDPUC No 1

Date Filed. September 5, 1997
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AMPI PIPELINE, INC
GAS TRANSPORTATION SERVICE TARIFF

ORIGINAL VOLUME NO. 1




AMP! PIPELINE INC
NEW ULM  MINNESOTA
GAS TRANSPORTATION SERVICE TARIFF SDPUC NO 1
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Fim Transportation Service (FT)

Agreement Forms
Firm Transportation Service (FT)

Index of Shippers
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NEW ULM | MINNESOTA
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PRELIMINARY STATEMENT

AMPI Pipeline. Inc_ (r "AMPIP" or "Ti P )is an natural
gas pipeline company engaged in the of g natural gas in intrastate
commerce: to end users and municipal gas systems in the State of South Dakota.
AMPIP's System consists of approximately 20 miles of distribution pipeline located
McCook, Tumer and Hutchinson Counties, South Dakota. AMPIP takes delivery of
natural gas from Northern Natural Gas Company near Marion, South Dakota, and
redelivers it to shippers at delivery points along or at the terminus of AMPIP in
Freeman, South Dakota

Issuec on  DO/0S/87
SDPUC Docket No
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GENERAL TERMS AND CONDITIONS

ARTICLE |
DEFINITIONS

"Btu” shall mean one British Thermal Unit

12 “Contract Demand” shall mean the aggregate of the maximum daily
quantihes of gas, expressed in dkt per day. which Transporter is obligated to accept for
transportation for the account of Shipper from the points of receipt as set forth in the
Transportation Service Agreement ("TSA") between Transporter and Shipper

13 T"Contract Year" shall mean the twelve month penod commencing
Novembe- 1 and terminating on October 31 of each year, until this Agreement shall
have expired or otherwise been terminated in accordance with its terms

14 "Day” shall mean a penod of 24 consecutive hours, starting at 9:.00 am
Central Clock Time. or such other 24 hour gas day period as established in Northern's
Tanft

15 "Dkt” shall mean the quantity of heat energy which is equivalent to
1.000,000 Briish Thermal Units (BTU). One “dkt” of gas means the quantity of gas
which contains one dekatherm of heat energy. The totai dekatherms are calculated by

multiplying the gas volume in Mcf by its total gross heating value, divided by 1,000

16 “Equivalent Quantities” shall mean the sum of the quantities of gas
measured in dkt received by Transporter and delivered for the account of Shipper at the
points of receipt and delivery during any given period of time reduced by the sum of
Shipper's Pro Rata Share of Lost and Unaccounted For Gas resulting from the
operations of the System during the same period of time. In the event !he ownership of
gas lost as a resul of an event of force maj can be the
quantity thereof shall be charged to the Shipper or Shippers so identified

17 “Gas" shall mean natural gas, unmixed or any mixture of natural and
artffical gas

18 "Gross Heating Value™ shall mean the number of BTUs produced by the
complete combustion, at a constant pressure, of the amount of gas which would occupy
a volume of one (1) cubic foot at a sre of 60 deg F on a dry basis
and at a pressure of 14 73 psia with air of the same temperature and pressure as the
gas. when the products of combustion are cooled to the initial temperature of the gas
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and ar and when the water formed by combustion has been condensed to the liquid
state

19 "Maximum Daily Quantity” shall mean the maximum quantity expressed
in dkt per day that the Transporter 1s obligated to receive for the account of Shipper at
the point of receipt, as established in Exhibit A to Shipper's TSA

110 "Mcf" shall mean 1.000 cubic feet of gas determined in accordance with
the measurement base descnibed in Paragraph 3. 1 hereof

111 "Month” shall mean the penod beginning at 9:00 a m. Central Clock Time
on the first day of a calendar month and ending at the same hour on the first day of the
next succeeding month

112 “Northem" shall mean Northern Natural Gas Company, its successors
and assigns

113 “"Northem's Tanff" shall mean the Northern's FERC Gas Tariff as it may
be in effect from time to ime

114 "Pro Rata Share” shall mean the ratio that the quantity of gas delivered to
Transporter by or for the account of Shipper bears to the total quantity of gas delivered
to Transporter by all shippers for transportation in the System during any given period
of ime

115 "SDPUC" shall mean the South Dakota Public Utilities Commission or
any commussion, agency or other state g tal body g to the powers of
such commussion

116 “Shipper” shall mean any party to a TSA providing for transportation of
natural gas on Transporter's System For purposes of Articles V and VI, “Shipper” shall
also mean Shipper's Agent designated to provide day-to-day transportation
management for Shipper. Shipper may change such designation from time to time
upon written notice to Transporter

117 “System” shall mean the pipeline and related pipeline facilities at the time
owned by Transporter

118 "TSA" shall mean the T ) Service Ag
Transporter and Shipper in the form set forth in this Tariff

Issuec on 090597 Issuec by Hartan Mammen
SDPUC Docket Nc Presdent
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118 “Unaccounted For Gas" shall mean the difference between the sum of all
nput guantites of gas to the System and the sum of all output quantities of gas from
the System. which difference shall include but shall not be limited to gas used and
accounted for in System operations. meter errors (subject to Section 3.8) and gas lost
as a result of an event of force majeure, the ownership of which cannot be reasonably
dentified

ARTICLE Il
QUALITY
21
delivered by Transporter shall be of merchantable quality and shall meet the minimum
quality standards of Northern, as may be established or revised from time to time in
Northern's Tariff

22 Qualty Tests At the point of receipt, Transporter may cause tests to be
made, by approved standard methods in general use in the gas industry, to determine
whether the gas conforms to the quality specifications set out in Paragraph 2.1 hereof
Such tests shall be made at such intervals as Transporter may deem reasonable, and
at other times. but not more often than once per day, or at the request of Shipper

23
quality set out in Paragraph 2.1 hereof, Transporter shall have the right,
in addition to all other remedies available to it by law, to refuse to accept any such gas
Transporter may. at its option and upon notice to Shipper, accept receipt of gas not
complying with the quality specifications set out in Paragraph 2. 1 herein provided
Transporter. at the expense of Shipper, may make all changes necessary to bring such
gas into compliance with such specifications

24  Qualty Standards of Gas Transported By Transporter. Transporter shall
use reasonable diligence to deliver gas for Shipper which shall meet the quality
spectfications set out in Paragraph 2. 1 hereof, but shall only be obligated to deliver gas
of the quality which results from the gling of the gas d by Ti

from Shipper and other shippers

Issued by Harlan Mammen Effecuve 09/08/97
President Order Date
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ARTICLE It
MEASUREMENT

31 Unn of Measurement and Metering Base. The volumetric measurement
base shall be one cubic foot of gas at a pressure base of 14 73 pounds per square inch
absolute. at a temperature base of 60°F, and without adjustment for water vapor
content

32  Atmospherc Pressure For the purpose of measurement, the absolute
atmosphenc (barometnc) pressure at each measuring station shall be the atmospheric
pressure determined by calculations based on the actual elevation above sea level of
the meter at the place of measurement. and shall be stated in pounds per square inch

33 Temperature. If determined to be necessary in the sole discretion of
Transporter the temperature of the gas shall be determined at each point of
measurement by means of a properly f , an indicating
thermometer, an electronic temperature measurnng devnoe or a temperature
compensating meter of manufacture toT Pt

34  Specffic Gravity If determined to be y in the sole d ) of
Transporter the specific gravity of the gas shall be determined at each point of receipt
by one of the following methods

(@) By means of a properly recording gt of
acceptable 1o Transporter

() If (a) 1s not considered feasible, then by use of a portable specific gravity balance
of ard facture, or other device to Transporter and
designed for such purpose or use in conjunction with a continuous sampler

(c) Other to Ti P

35 Measurement Procedures. Q of gas and dell
hereunder shall be measured in accordance with Procedures contained in ANSI-API
2530 First Edtion, AGA Committee Report No. 5, AGA Committee Report No. 7, and
AGA Committee Report No. 8. or revisions or amendments thereto

36 Measuring Equipment Unless otherwise agreed, Transporter will provide,
maintan. and operate necessary measuring and regulating stations equipped with flow
meters and other r Yy 9 P by which its quantities of gas
delivered from Transporter h der shall be d. Such g and
regulating stations shall be so installed at the receipt point of the System and at other

Issued on 090597 Issued by Harlan Mammen Effective 08/08/97
SDPUC Docket No President Order Date
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agreeabie ponts  All flow. measuring, testing, and related equipment shall be of
standard manufacture and type acceptable to Transporter

Transporter and Shipper shall cause the chart on all gas measurement equipment to be
changed. or mechanical or electronic indices read, by either Transporter or by Shipper's
representative (where economical) on a daily basis. If telemetening is not installed,
Shipper shall change recording charts on Transporter's delivery point metering facilities
or otherwise read Transporter's meter on a daily basis at a time specified by
Transporter Shipper may install check measuring equipment, provided that such
equipment shall be so installed as not to interfere with operation of Transporter.

When Transporter deems it necessary, telemetenng equipment shall be instalied on
Shipper's delivery point meter(s) Transporter will install and maintain the telemetenng
facites Shipper shall provide install and maintain a weatherproof phone service and
electncal service outlet with appropnate grounding for telemetering equipment

Shipper and ransporter, in the presence of each other, shall have access to all
measunng equipment at all reasonable times, but the reading, calibrating, and adjusting
thereof shall be done by the Transporter, unless otherwise agreed. Shipper and
Transporter shall have the nght to be present at the time of any installing, reading,
cleaning. changing. repairing, inspecting, testing, calibrating, or adjusting done in
connection with all measuring equipment. The records from such measuring equipment
shall remain the property of Transporter. Reasonable care shall be exercised in the
nstallation. maintenance and of measuring $0 as to avoid any
inaccuracy in the determination of the quantity of gas received and delivered

37 Calibration and Test of Meters. The of all g equip
shall be verfied by the Transporter at reasonable intervals, and if requested, in
presence of representatives of Shipper. Transpt shall not be d to verify the
accuracy of such equipment more frequently than once in any Contract Year. If either
party at any time desires a special test of any g t, it will promptly
notify the other. and the parties shall then cooperate to secure a prompt verification of
the accuracy of such equipment. Transportation and related expenses incurred by
Shipper or Transporter involved in the testing of meters shall be borne by the party
incurming such expenses

38  Correction of Metering Errors. If, upon any test, any measuring
equipment ts found to be in error, such errors shall be treated in the following manner. If
the resultant aggregate error in the computed receipts or deliveries is not more than
2%, then previous receipts or 1es shall be ¢ All equip
shall in any case, be adjusted at the time of test to record to zero error. If, however
the resultant aggregate error in computed receipt or deliveries exceeds 2% at a
recording corresponding to the average hourly rate of gas flow for the period since the

issued on  08/05/97 Issued by Hartan Mammen
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last preceding test. the previous recordings of such equipment shall be corrected to
zero error for any period which is known definitely or agreed upon. In case the period is
not known definttely or agreed upon, such correction shall be for a period extending
over one-half of the time elapsed since the date of the last test, not exceeding a
correction penod of 180 days

39 Failure of Measunng Equipment In the event any measuring equipment
1s out of service_ or 1s found registering inaccurately and the error is not determinable by
test. or by previous recording, receipts or through such nt shail be

estimated

a) By using the registration of any check meter or meters, if installed and accurately
registenng. or in the absence of (a)

(b) By correcting the error if the percentage of error is ascertainable by calibration,
special test. or mathematcal calculation, or in the absence of both (a) and (b) then;

(c) By estimating the quantity of receipt or delivery based on receipts or deliveries
durmg preceding penods under similar conditions when the measuring equipment was
registenng accurately

310 Preservation of Records. Shipper and Transporter shall preserve all test
data charts and other similar records for a period of at least one year, or such longer
penod as may be required by the SDPUC or other junsdictional public authority.

ARTICLE IV
RECEIPT AND DELIVERY POINTS

41 Point of Receipt The initial point of receipt hereunder shall be the point of
mterconnection between the facilities of Transp and the f; of North
located near Manon, South Dakota. Shipper shall deliver, or cause to be delivered, gas
to Transporter at the point or receipt for transportation service, set forth in Exhibit A
attached to Shipper's TSA

42 Ponts of Delivery  The point(s) of delivery hereunder shall be the point(s)
of connection between the facilities of Transporter and the facilities of Shipper, where
Transporter shall deliver gas for the account of Shipper. Such point(s) of delivery are
set forth in Exhibit A attached to Shipper's TSA Unless otherwise agreed, the
establishment of any additional point of delivery at the request of Shipper shall be at the
expense of Shipper
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ARTICLE V
SCHEDULES

51 Schedules Prior to the first day of each month, Shipper shall furnish
Transporter with a schedule showing the estimated daily quantities of gas Shipper
desires Transporter to transport during such month. Such monthly schedule shall be
provided at least one hour before the deadline for monthly nominations in Northern's
Tarff Thereafter Shipper shall on a daily basis advise Transporter of the volumes
Shipper will deliver during the following day at least one hour prior to the time
Transporter must submit daily nominations to Northern pursuant to Northern's Tariff
However Shipper may establish a standing schedule of daily volumes, notifying
Transponter prior to any day when Shipper’s daily deliveries will differ from the standing
schedule by more than the daily delivery variance (+/-) established in Northern's Tariff

52  Departures from Schedules. Departures from the scheduled delivenes at
the pont of receipt shall be kept to the minimum permitted by operating conditions, and
shall be balanced as soon as practicable Shipper shall use its best efforts to give
Transporter notice pnor to proposed change of a daily quantity from that set forth in the
schedule provided for in Paragraph 5. | hereof Such notice shall be provided at times
consistent with the notice penod for intra-day nomination changes set forth in
Northern's Tarff  Transporter may waive such notice upon request ff, in its judgment
operating condtions permit such waiver. Transporter and Shipper shall inform each
other of any other changes of upon ge thereof

53  Hourly Vanation. Delivenes shall be made at uniform hourly rates to the
extent practicable. Transporter's obligation to deliver shall not exceed 1/16th of
Shipper's Maximum Daily Quantity in any given hour

ARTICLE VI
DAILY AND MONTHLY BALANCING

61 Scheduling and B g T 5. Itis g that the parties
will be unable to control exactly the quantities of gas del d and

on any day and that delivenes by Shipper and redelivenes by Transporter may vary
above or below the quantities scheduled on any day. However, nothing in this
paragraph shall affect Shipper's obligation to pay for gas actually transported.

62 Daily Vanances. The daily variance for a receipt point shall be the
difference between the total quantities scheduled for receipt and the actual quantity
delivered into Transporter's System. The daily variance for a delivery point shall be the

Issued on  09/05/97 Issued by Harian Mammen Effective. 09/08/97
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shall be the difference between the total quantites scheduled and the actual quantity
delivered by Transporter at such point on any day. Shipper shall take action to correct
any daily vanance between scheduled and actual receipts and delivenies occurring
dunng the month by making adjustments to schedules. receipts or deliveries. In no
event shall the daily excess or deficiency vanance exceed the allowable daily point of
delivery vanation set forth in Northern's Tariff

63  Monthly Imbalances Shipper's monthly imbalance shall be the net total of
daily vanances from all receipt and delivery points. Such monthly imbalance shall be
corrected in-kind through adjustments to Shipper's schedules, receipts or deliveries in
order for Shipper to receive Equivalent Quantities, or by such other method as is then
mutually agreed upon by the parties hereto. The cumulative daily variances during any
month above or below the gquantities scheduled shall not exceed the monthly point of
delivery monthly vanance set forth in Northem's Tariff

64  Dispostion of Excess Gas. In order to alleviate conditions that threaten
the integnity of ts System, Transporter may penodically acquire quantities of gas that
are in excess of System needs. Transporter may make interruptible sales of such gas
from time to time at the point of receipt pursuant to 18 CFR 284 402. Such sales shall
be made under rates, terms and conditions mutually agreed upon between Transporter
and the purchaser, provided that all such sales shall be fully interruptible

ARTICLE VI
PRESSURE

71 Pressure at the Points of Receipt  Shipper shall cause the gas to be
delivered at the points of receipt at a pressure sufficient to allow the gas to enter the
System however. Shipper shall not be required to deliver gas to the Transporter at any
pont of recept at a pressure in excess of the minimum pressure specified with respect
1o each receipt point in Exhibit A of Shipper's TSA

72
delivery points at the pressure existing in the Transporter's pipeline; however,
Transporter must deliver gas to each point at a pressure not less than the minimum
pressure specified with respect to each delivery point in Exhibit A to Shipper's TSA
Transporter. however, shall not be required or permitted to deliver gas at a pressure in
excess of the maximum pressure specified for each point of delivery set forth in Exhibit
A attached to Shipper's TSA

Issued on 090587 Issued by Hartan Mammen
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ARTICLE vill
BILLING AND PAYMENT

81 Billing. Unless otherwise agreed, on or before the 20th day of each
montr  Transporter shall render to Shipper a statement of the total amount of gas
delivered by Transporter to Shipper at the points of receipt hereunder during the
preceding month and the amount due. When information necessary for billing purposes
1S in the control of Shipper. Shipper shall furnish such information to Transporter on or
before the 10th day of the month

Shipper and Transporter shall have the nght to examine at reasonable times,
books, records, and charts of the other to the extent necessary to verify the accuracy of
any 1t. charge. or made under or pursuant to any of the provisions
hereof

82 Payment Unless otherwise agreed, Shipper shall pay Transporter at its
general office or at such other address as Transporter shall designate on or before the
28th day of the month the amount due for the preceding month. If presentation of a bill
by Transporter s delayed after the 20th day of the month, then the time of payment
shall be extended accordingly unless Shipper is responsible for such delay

83 Remedies for Failure to Pay Should Shipper fail to pay all or any portion
of any bill as herein provided when such amount is due, interest on the unpaid portion
of the bill shall occur at a rate of one percent (1%) per month. If such failure to pay
continues for 30 days after payment is due, Transporter may. in addition to any other
remedy it may have hereunder, suspend further delivery of gas until such amount is
pad. if authonzed pursuant to the rules of the SDPUC

84  Disputed Bills If Shipper in good faith shall dispute the amount of any
such bill or part thereof and shall pay to T such asit to be
correct and. at any time thereafter within 30 days of a demand made by Transporter,
shall furish a good and sufficient surety bond in an amount and with surety satisfactory
to Transporter g pay toTi p of the-amount ultimately found
due upon such bills after a final determination which may be reached either by
agreement or judgment of the courts, as may be the case, then Transporter shall not be
entitied to suspend further delivery of gas unless and until default be made in the
condtions of such bond

Adjustment of Billing Errors. If it shall be found that at any time or times
Shipper has been ged or under: ged in any form under the
prowvisions hereof and. in the case of an overcharge, Shipper shall have actually paid
the bill containing such overcharge. then within 30 days after the final determination of

Issued by Harlan Mammen
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such overcharge or undercharge. the appropriate party shall pay to the other party the
amount of said overcharge or undercharge, net of any other amounts then payable
hereunder In the event an error is discovered in the amount billed in any statement
rendered by Transporter. such error shall be adjusted within 30 days of the
determination thereof provided that claim therefor shall have been made within one (1)
year from the date of such statement. If the parties are unable to agree on the
adjustment of any claimed error. any resort by either of the parties to legal procedure
either at law, in equity. or otherwise. shall be commenced within 12 months after the
supposed cause of action s alleged to have ansen, or shall thereafter be forever
barred

ARTICLE IX
CONTROL OF GAS

91 Responsibility for Gas. As between the Shipper and Transporter hereto,
Shipper shall be in exclusive control and possession of the gas until such has been
delivered to Transporter at the point of receipt, and after such gas has been redelivered
to or for the account of Shipper by Transporter at the point(s) of delivery. Transporter
shail be in exclusive control and possession of such gas while same is in the System
between the point of receipt and the point(s) of delivery. The party which shall be in
exclusive control and possession of such gas shall be responsible for all injury or
damage caused thereby

ARTICLE X
FORCE MAJEURE

101 Force Majeure Neither party shall be responsible or held liable for any
loss or damage resutting from failure to perform its obligations due tc any cause beyond
s r control, p . that such force majeure affecting the
performance hereunder by either Shipper or Transporter shall not relieve such party of
liabilty in the event of its own concurring negligence or in the event of its own failure to
use due dihgence 10 remedy the situation and to remove the cause in an adequate
manner and with all reasonable dispatch; provided further, that no such causes
affecting such performance shall relieve etther party from its obligations to make
payments as determined hereunder or entitle either party to exercise any night To offset
agamnst any such payment obligation

102 Definion The term “force majeure” as used herein shall mean acts of
God. strikes. lockouts. or other industrial disturbances; acts of a public enemy, wars,
blockades, insurrection, nots, ep g g, earthquakes, fires,
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storms. floods. washouts. arrests and restraints of the government, either federal or
state, civil or military. civil disturbances, shutdowns for purp of y repairs.
relocation. or construction of facilties: breakage or accident to machinery or lines of
pipe the necessity for testing (as required by governmental authority or as deemed
necessary by repairs or alterations to machinery or lines of pipe). failure of surface
equipment or pipelines. accidents. breakdowns, inability of either party hereto to obtain
necessary matenal supphes. or permits. or labor to perform or comply with an
obligation or condition of this Agreement. nghts of way, and any other causes, whether
of the kind herein enumerated or otherwise, which are not reasonably in the control of
the parry claiming suspension It is understood and agreed that the settiement of strikes
or lockouts shall be entirely within the discretion of the party having the difficulty and
that the above requirement that any force majeure shall be remedied with all
reasonable drispatch shall not require the settiement of strikes or lockouts by acceding
to the demands of an opposing party when such course 1s inadvisable in the discretion
of the party having the difficulty

ARTICLE XI
INTERRUPTIONS

111 Notce of Interruption  Transporter shall at all times attempt to operate, or
cause 10 be operated, its System in a manner designed to make possible, as nearly as
practicable continuous recept of gas from, and delivery of gas to, Shipper in the
respective quantities provided for in Shipper's TSA  If an interruption or curtailment of
such recept and/or delivery shall become necessary, Transporter shall at once attempt
to notify Shupper by facsimile or telephone or other prompt means of communication of
the nature extent and probable duration of such interruption or curtailment and of the
quantity of gas which Transporter estimates it will be able to receive from and deliver to
Shipper dunng the penod of interruption or curtailment, and shall give [ike notice of the
cessation of such interruption or curtailment

112 Allocation of Reduced Capacity. If the effective capacity of all or a portion
of Transporter's System s reduced as a result of force majeure, repairs, maintenance
or any other cause whether similar or . and some 1t of the quantity
of gas to be recerved from shippers under their P is required
as a result. the reduced capacity shall, during the period of wna-lmem be allocated
proportionately. according to their respective Maximum Daily Quantities, among those
shippers whose gas must be d or del d at or through, the
affected faciities

issued on 090597 Issued by Harlan Mammen
SDPUC Docket No President




AMP| PIPELINE INC FIRST REVISED SHEETNO 15
NEWULM MINNESOTA
GAS TRANSPORTATION SERVICE TARIFF SDPUC NO 1

113 Scheduling of Receipts and Delivenes. Transporter shall schedule all
gquantes tendered under all services performed by Transporter in sequence as follows
first to Transporter's firm transportation shippers, and second to other Rate Schedules
that may be approved. in the order of priorty as may be approved by the SDPUC or
other regulatory bodies with junsdiction

ARTICLE Xl
INCORPORATION IN RATE SCHEDULES AND TRANSPORTATION AGREEMENTS

121 These General Terms and Condttions are incorporated in and are part of
Transporter's Rate Schedules and Transportation Service Agreements. In the event of
a confiict between these General Terms and Conditions and terms in Transporter's
Rate Schedules or TSAs. these General Terms and Conditions shall govern

Issued on 090597 Issued by Hartan Mammen
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RATE SCHEDULE - FIRM TRANSPORTATION SERVICE

10 A ity This Rate Schedule is lable for the trar 1 of
natural gas on an firm basis for any Shipper where (1) Transporter has determined that
sufficent System capacity exists to provide the service requested by Shipper, and (ii)
Shipper has executed a Transportation Service Ag it ("TSA") T

agrees to transport gas for Shipper's account up to a specific maximum daily quanmy

20 Gas Supply Upstream Transportation, New Facilities. Shipper shall be
responsible for arranging for all natural gas supplies and interstate transportation of
Shipper's gas on Northern to the point of receipt. Shipper must pay for all facilities

required to physically connect to AMPIP's pipeline

30 Receipts and Delivenes. The Point of Receipt for all gas transporter by
Transporter under this Rate Schedule shall be at the interconnection of Transporter's
System with Northern located near Marion. South Dakota The Point(s) of Delivery

shall be at the point(s) designated in the Exhibit A attached to Shipper's TSA

40 Rates and Charges The rates for service under this Rate Schedule are
as follows

Base Rate Lost & Unaccounted Gas Percentage

Transportation Service $0.99/MMBTU 1%

Authorized Overrun Service $0.99 per Dkt

However Transporter has the nght at any time and from time to time to file with the
SDPUC to adjust the rates applicable to service under this Rate Schedule

50 Daily Tolerance. Penalty Provisions. The daily tolerance level (+/-) from
Shipper's daily scheduled volume shall be the dally vanance established in Northern's
Tanff Unless otherwise agreed, in the event the daily quantity of gas delivered by
Shipper deviates above or below the daily scheduled volume in excess of the Northern
Tariff tolerance level and Transporter is assessed charges or penalties by Northern
Shipper shall pay, in addition to the appropriate rates contained in this tanff, an amount
equal to any payment AMPIP s required to make to Northern

60 General Terms and Conditions. Any terms or conditions not specified in

this Rate Schedule shall be determined consistent with Transporter's General Terms
and Condiions, which are incorporated by reference into this Rate Schedule

Issued on 090557 Issued by Hartan Mammen
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INDEX OF SHIPPERS

W W s v

Shipper Rate Schedule  Effective Date  Expiration Date
Associated Milk Producers, Inc [ 12/01/95 10/31/2010

City of Freeman. South Dakota FT 09/01/97 10/31/2007
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AGREEMENT FORMS
FIRM TRANSPORTATION
AMPI INTRASTATE PIPELINE, INC
TRANSPORTATION SERVICE AGREEMENT
WITH
[insert shipper name]
Dated [insert date)
This NATURAL GAS TRANSPORTATION SERVICE AGREEMENT
("Agreement”) is made this ___ day of . 19__, by and between AMPI

Intrastate Pipeline Company, a South Dakota corporation ("Transporter”), and
a corporation ("Shipper”)

WITNESSETH

WHEREAS. Transporter owns and operates a twenty mile intrastate natural gas
distnbution pipeline ("System”) in McCook and Hutchinson Counties, South Dakota,
subject to the jurisdiction of South Dakota Public Utilities Commission (the "SDPUC");
and

WHEREAS. Shipper desires to have natural gas transported on Transporter's
System to Shipper's System, and

WHEREAS Transporter is willing to provide such natural gas transportation
service pursuant to the terms and conditions of its Transportation Service Tariff,
SDPUC No 1 and this Agreement.

NOW. THEREFORE. in consideration of the premises and the mutual covenants
herein contained. the parties do covenant and agree as follows:

Issued on  09/05/97 Issued by Hartan Mammen
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ARTICLE 1

11 Obhgation to Transport Commencing with initial in-service date
hereunder. Transporter shall receive at the point of receipt for the account of Shipper all
gas which Shipper may cause to be delivered to Transporter, up to Shipper's Contract
Demand as set forth in Exhibit A hereto. and transport such gas to the point(s) of
recept on an interruptible basis

The transportation and delivery of gas hereunder is on a firm basis. Shipper agrees to
cease using gas to the extent and for the periods of interruption requested by
Transporter Transporter will not be liable for any loss, injury or damage resulting to
Shipper. its assigns or others, arnsing from the interruption or curtailment of gas service

12 Term This Agreement shali have an initial term commencing on
R __________and continuing for a peniod of ____ Contract Years thereafter
Unless terminated on six months written notice to T P prior to the
date, this Agreement will continue in effect from year-to-year thereafter until terminated
by Transporter or Shipper by six months written notice to the other party

13 Maxmum Daily Quantities. Subject to Transporter's prior approval,
Shipper from time to time shall stipulate a Maximum Daily Quantity of gas for delivery at
each point of delivery. The initial Contract Demand shall be set forth in Exhibit A

hereto. Any up g or other modification of Exhibit A as provided in this
Paragraph 1.3 shall not be effective unless and until the updated or modified Exhibit A
shall have been duly executed or intialed by both parties, subject to any necessary
regulatory approval  Such a revised Exhibit A shall replace the prior Exhibit A and, by
this reference, shall a part of this Ag The daily deliveries at any point
of receipt may exceed the Maximum Daily Quantity specified for such point of receipt on
a temporary basis. provided the System in Transporter's sole judgment can
accommodate the excess quantity

14  Transportation Charge. Unless of agreed, Ti 's charge to
Shipper for transporting Shipper’s quantities pursuant to this Agreement shall be the
maximum rate set forth in Transporter's Transportation Service Tariff, SDPUC No. 1
(hereafter “Tanff") in effect from time to time

15
Transporter may receive and deliver for Shipper's account, on any day, quantities of
gas in excess of Shipper's Maximum Daily Quantity, however, such quantities shall be
received and delivered on a best efforts basis.  Unless otherwise agreed, such overrun
delivenes shall be subject to the maximum Authorized Overrun Transportation ("AOT")
commodity rate set forth in Transporter's Tariff in effect from time to time

Issued on  09/05/97 Issued by Harlan Mammen
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ARTICLE Il

21 Changes in Rates and Charges. The service under this Agreement shall
be supplied pursuant to the Rate Schedule and General Terms and Conditions of
Transporter's Tanff as they now exist or may be changes from time to time. Transporter
shall have the unilateral rights to file with the SDPUC or other appropriate regulatory
authority to make changes in (a) the rates, charges, terms and conditions applicable to
service pursuant to the Rate Schedule under which this service is rendered, and (b) any
prowision of the General Terms and Conditions in Transporter's Tariff. Without
prejudice to Shipper’'s night to contest such changes, Shipper agrees to pay the
effective rates and charges for service rendered pursuant to this Agreement

22 Warranty Shipper warrants for itself, its successors and assigns, that it
will have at the time of delivery of gas for transportation hereunder good title or the
good nght to deliver such gas.  Transporter warrants for itself, its successors and
assigns, that it will at the time of delivery to others of the gas transported hereunder
have good nght to deliver such gas to others. Shipper warrants for itself, its successors
and assigns, that the gas it delivers hereunder shall be free and clear of all liens,
encumbrances and claims whatsoever. Shipper further warrants that it will indemnify
Transporter and save it harmless from all suits, actions, debts, accounts, damages,
costs, losses and expenses arising from or out of any adverse claims of any and all
persons to said gas and/or to royalties, taxes, license fees or charges thereon which
are apphcable to such delivery of gas and that it will indemnify Transporter and save it
harmiess from all taxes or assessments which may be levied and assessed upon such
delivery and which are by law payable by, and the obligation of, the party receiving
such delivery

23 Regulations. This Agreement, and all terms and provisions contained
herein, and the respective obligations of the parties hereunder are subject to valid laws,
orders, rules and 1s of duly having ju Shipper

shall furnish to Transporter all |nlormat|on as may be required to comply with the

g requi ts of duly having jurisd over the subject
Manei herein
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24 Notices Except as herein otherwise provided, any notice, request,
demand bill. or pay p for in this Ag! . or any notice which
either party may desire to give to the other, shall be in writing and shall be considered
as duly delivered when mailed by registered or certified mail return receipt requested to
the Address of the parties hereto as follows

TO TRANSPORTER

AMPI Intrastate Pipeline
Attention: General Manager
General Office

315 North Broadway

New Ulm, MN 56073

TO SHIPPER

City of Freeman, South Dakota
Attention. Mr. Michael Schultz

P.O. Box 178

Freeman, South Dakota 57029-0178

or such other address as the parties may designate by written notice. Routine
communications including monthly and pay , shall be l
duly delivered when mailed by either registered, certified or ordinary mail

25 Waivers. No waiver by either Shnpper or Transporter of any one or more
defaults in the pr of any shall operate or be construed as
a waiver of any future default or defaults, whether of a like or a different character.

26 Applicable Law. This A shall be g by and
accordance with laws of the state of South Dakota

27 Assignment. This Agreement is binding upon Transporter and Shipper,
their successor and assigns. Either party may assign or pledge this Agreement under
the provisions of any mortgage, deed of trust, indenture or similar instrument which it
has or may it ially all of its
otherwise neither of the parties shall assign m:s Agreement or any of its rights
hereunder unless 1 first shall have obtained the consent thereto in writing of the other
party, which shall not be unreasonably withheld

Issued on 09/05/97 Issued by Hartan Mammen
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28 Dispute Resolution. Any controversy or claim ansing out of or relating to
this Agreement, or the alleged breach thereof, shall be subject to initial resolution by
mediation. If Transporter and Shipper are unable to reach a resolution by mediation,
then the controversy or claim may be submitted to the SDPUC for resolution. This
Section shall survive the termination of this Agreement as necessary to resolve any
disputes ansing under this Agreement

29 No Third Party Beneficiary. No provision of this Agreement shall be in any
way inure to the benefit of any third person (including the public at large) so as to
constitute any such person as a third party beneficiary of the Agreement or of any one
or more of the terms hereof, or otherwise given nise to any cause of action in any

person not a party hereto

210 Exhibits Exhibit A attached hereto is incorporated by reference and

made part of this Agreement for all purposes.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement
to be executed by a duly authorized officer

AMPI Intrastate Pipeline, Inc

[Shipper Name]

By

Issued on  09/05/97 Issued by Harlan Mammen Effective. 09/08/97
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Exhibit A
Transportation Service Agreement
AMPI Intrastate Pipeline

Receipt Point Meter No

Delivery Point(s) Meter No

Annual Quantity

Maximum Daily Quantity

Transporter shall deliver Shipper's gas at a rate of flow not to exceed cubic feet
per hour at the point of delivery. Gas shall be delivered at such pressures and
temperatures as may exist under the System operating conditions at such point of
delivery. Operating pressures at this location shall normally be between psig
and psig
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AMPI PIPELINE, INC
TRANSPORTATION SERVICE AGREEMENT
WITH
CITY OF FREEMAN, SOUTH DAKOTA
Dated September __, 1997

This NATURAL GAS TRANSPORTATION SERVICE AG MENT ("Agreement")
1s made this day of September, 1997, by and between AMPI Pipeline, Inc., a South Dakota
corporation ("Transporter”), and the City of Freeman. a South Dakota municipal corporation
("Shipper”)

WITNESSETH

WHEREAS, Transporter owns and operates a twenty mile intrastate natural gas
distribution pipeline (“Transporter’s System”) in McCook, Tumner and Hutchinson Counties,
South Dakota, subject 10 the junsdiction of South Dakota Public Uulities Commission (the
"SDPUC"); and

WHEREAS, Shipper is constructing a municipal natural gas utility system (“Shipper’s
System”) with a planned in-service date on or about October 1, 1997; and

WHEREAS, Shipper desires to have natural gas transported on Transporter’s System to
Shipper’s System, starung on the imtial in-service date of Shipper’s System; and

WHEREAS, Transporter is willing to provide such natural gas transportation service
pursuant to the terms and conditions of its Transportation Service Tanff, SDPUC No. 1
(hereafier “Tanfl”) and this Agreement;

NOW, THEREFORE, in consideration of the premises and the mutual covenants herein
contamned, the parties do covenant and agree as follows

ARTICLE!

1.1 Obligation to Transport Commencing with initial in-service date hereunder,
Transporter shall receive at the point of receipt for the account of Shipper all gas which Shipper
may cause 10 be delivered to Transporter, up to Shipper’s Contract Demand as set forth in Exhibit
A hereto, and transport such gas 1o the point(s) of delivery on a firm basis.

12 Term. This Agreement shall have an initial term commencing on the in-service
date and continuing for a period of ten (10) Contract Years thereafter. For the purposes of this
Agreement, the term “mitial in-service date” shall mean October 1, 1997, unless such date is
changed by circumstances beyond the control of the parties. Unless terminated on six months
written notice to Transporter prior to the date, this Agr will continue in effect




from * ear-to-year thereafter until terminated by Transporter or Shipper by six months wnitten
notice (o the other party  The first Contract Year shall be the period from the in-service date to
October 31, 1998

1.3 Maximum Daily Quantities. Subject to Transporter's prior approval, Shipper from
time to time shall supulate a Maximum Daily Quantity of gas for delivery at each point of
delivery. The initial Contract Demand shall be set forth in Exhibit A attached hereto. Any
updating or other modification of Exhibit A as provided in this Paragraph 1.3 shall not be
effective unless and until the updated or modified Exhibit A shall have been duly executed or
nitialed by both parties. subject to any necessary regulatory approval. Such a revised Exhibit A
shall replace the prior Exhibit A and, by this reference, shall become a part of this Agreement
The daily volumes at any point of receipt may exceed the Maximum Daily Quantity specified for
such point of receipt on a temporary basis, provided Transporter's System in Transporter’s sole
judgment can accommodate the excess quantity

14 Transportaton Charge Unless otherwise agreed, Transporter's charge to Shipper
for transporting Shipper’s quantities pursuant to this Agreement shall be the maximum rate set
forth in Transporter's Tanff in effect from time to ume

1.5 Overrun Services. Upon request of Shipper and at Transporter’s option,
Iransporter may receive and deliver for Shipper's account, on any day, quantities of gas in excess
of Shipper's Maximum Daily Quantity; however, such quantities shall be received and delivered
on a best efforts basis. Unless otherwise agreed, such overrun delivenies shall be subject to the
maximum Authorized Overrun Transportation ("AOT") commodity rate set forth in Transporter's
Taniff in effect from time 1o ime

ARTICLE Il

21 Changes in Rates and Charges The service under this Agreement shall be
supplied pursuant 1o the Rate Schedule and General Terms and Conditions of Transporter's Tanff
as they now exist or may be changes from time to time. Transporter shall have the unilateral night
1o file with the SDPUC or other appropriate regulatory authority to make changes in (a) the rates,
charges. terms and conditions applicable to service pursuant to the Rate Schedule under which
this service 1s rendered; and (b) any provision of the General Terms and Conditions in
Transporter's Tanff. Without prejudice to Shipper's nght to contest such changes, Shipper agrees
1o pay the effective rates and charges for service rendered pursuant to this Agreement

22 Warranty. Shipper warrants for itself, its successors and assigns, that it will have
at the ume of delivery of gas for transportation hereunder good title or the good right to deliver
such gas. Transporter warrants for itself, its successors and assigns, that it will at the ime of
delivery to others of the gas transported hereunder have good right to deliver such gas to others
Shipper warrants for itself, its successors and assigns, that the gas it delivers hereunder shall be
free and clear of all liens, encumbrances and claims whatsoever. Shipper further warrants that it
will indemnify Transporter and save it harmless from all suits, actions, debts, accounts, damages,
costs, losses and expenses anising from or out of any adverse claims of any and all persons to




said gas and or to royalties, taxes, license fees or charges thereon which are applicable to such
delivery of gas and that it will indemnify Transporter and save it harmless from all taxes or
assessments which may be levied and assessed upon such delivery and which are by law payable
by. and the obligation of, the party receiving such delivery

23 Regulations This Agreement, and all terms and provisions contained herein, and
the respective obligations of the parties hereunder are subject 1o valid laws, orders, rules and
regulations of duly constituted authorities having junsdiction. Shipper shall fumish to
Transporter all information as may be required to comply with the reporting requirements of duly
constituted authorities having jurisdiction over the subject matter herein

24 Notces Exceptas herein otherwise provided. any notice, request, demand,
statement, bill. or payment provided for in this Agreement, or any notice which either party may
desire to give to the other, shall be in wnting and shall be considered as duly delivered when

mailed by First Class U.S. Mail to the Address of the parties hereto as follows
TO TRANSPORTER

AMPI Pipeline, Inc

Attention: General Manager
136 East Railway

P.O. Box 430

Freeman, South Dakota 57109

TO SHIPPER

City of Freeman

Attention: Mr. Michael Schultz
PO Box 178

Freeman. South Dakota 57029-0178

or such other address as the parties may designate by written notice. Routine communications
including monthly statements and payments, shall be considered as duly delivered when mailed
by First Class US. Mail. overnight couner. or facsimile (with teleph i of receipt)

25 Waivers No waiver by either Shipper or Transporter of any one or more defaults
in the performance of any provision hereunder shall operate or be construed as a waiver of any
future default or defaults, whether of a like or a different character.

26  Applicable Law. This Agreement shall be governed by and interpreted in
accordance with laws of the state of South Dakota

Assignment. This Agreement is binding upon Transporter and Shipper, ther
successor and assigns. Either party may assign or pledge this Agreement under the provisions of
any morngage. deed of trust. indenture or similar instrument which it has executed or may




execute hereafter covening substantially all of its properties. otherwise neither of the parties shall
assign this Agreement or any of its nghts hereunder unless it first shall have obtained the consent
thereto 1in wniting of the other party. which shall not be unreasonably withheld

28  Dispute Resolution. Any controversy or claim anising out of or relating to this
Agreement, or the alleged breach thereof, shall be subject to imual resolution by mediation. If
Iransporter and Shipper are unable to reach a resolution by mediation, then the controversy or
claim may be submitted to the SDPUC for resolution. This Section shall survive the termination
of this Agreement as necessary 1o resolve any disputes arising under this Agreement

29 No Third Party Beneficiary. No provision of this Agreement shall be in any way
inure 1o the benefit of any third person (including the public at large) so as 1o constitute any such
person as a third panty beneficiary of the Agreement or of any one or more of the terms hereof, or
otherwise given nse (o any cause of action in any person not a party hereto

2,10 Exhibits. Exhibit A attached hereto is incorporated by reference and made part of
this Agreement for all purposes

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed by a duly authonzed officer
AMPI Pipeline, Inc

By

City of Freeman, South Dakota, A Municipal Corporation
By

Ttle

Date




Exhibit A
Transportation Service Agreement
AMPI Intrastate Pipeline

Receipt Point Meter No.

Delivery Point(s)

Annual Quantity
Maximum Daily Quantity

Transporter shall deliver Shipper’s gas at a rate of flow not to exceed _____cubic feet per hour at
the point of delivery. Gas shall be delivered at such pressures and teinperatures as may exist
under the System operating conditions at such point of delivery. Operating pressures at this
location shall normally be between psigand ____ psig




Exhibit No. 5

Statements Required By Chapter 20:10:13




AMPI Pipeline, Inc
List of Statements Included With This Filing or Not Applicable
Pursuant to Chapter 20:10:13

Statements
Statement A Balance Sheets
Statement B Income Statements
Statement C Eamed Surplus
Statement D Cost of Plant
Sche [ Plant Account Detail
Schedule D-2 Plant Additions, Retirements
Schedule D-3 Working Papers-Plant in Test Year
Working Papers-Plant for Previous Year
Working Papers-Capitalized Interest
Working Papers-Changes in Intangible Plant
Working Papers-Plant not Used and Useful
Schedule D-8 Working Papers-Property Records
Schedule D-9 Working Papers-Unapproved Acquired Plant
Statement £ Accumulated Depreciation
Statement E-1 Working Papers-Change in Accumulated. Depreciation
Schedule E-2 Working Papers-Depreciation Method
Schedule E-3 Working Papers-Allocation of Overall Accounts
Statement F Working Capital
Schedule F-1 Monthly M&S, Fuel Stocks. Prepayments
Schedule F-2 Monthly M&S Two Previous Years
Schedule F-3 Data Used for Working Capital
Statement G Rate of Return, Debt Capital, Preferred Stock Capital
Common Stock Capital
Schedule G-1 Stock Dividends, Splits, or Changes
Schedule G-2 Common Stock Information
Schedule G-3 Reacquisition of Bonds or Preferred Stocks
Schedule G-4 Eamings per Share for Claimed Rate of Retum
Sutement H Operating and Maintenance Expenses (O&M)
Schedule H-1 Adjustments to O&M
Schedule H-2 Cost of Power and Gas
Schedule H-3 Working Papers for Listed Expense Accounts
Schedule H-4 Working Papers-Interdepartmental Transactions
Statement | Operating Revenues
Statement J Depreciation Expense
Schedule J-1 Other Depreciation/Amortization Expenses
Statement K Income Taxes
Schedule K-1 Working Papers-Federal Income Taxes
Schedule K-2 Book vs. Tax Depreciation Differences
Schedule K-3 Working Papers-Consolidated Fed Income Taxes
Schedule K-4 Working Papers-Current Tax Greater than Consolidated
Schedule K-5 Working Papers- Allowance for State Income Taxes
Statement L Other Taxes
Schedule L-1 Working Papers for Other Taxes

Explanation
Applicable (1)
Not Applicable (1)
Not Applicable (1)
See Statement D
See Statement D-1
See Statement D-2
Not Applicable (1)
Not Applicable (1)
See Statement D-$
Not Applicable (1)
ble (1)
Not Applicable (1)
Not Applicable (1)
See Statement E
Not Applicable (1)
See Statement E-2
Not Applicable (1)
Not Applicable (1)
Not Applicable (1)
Not Applicable (1)
Not Applicable (1)
See Statement G

Not Applicable (2)
Not Applicable (2)
Not Applicable (2)
Not Applicable (2)
See Statement H
Not Applicable (1)
Not Applicable (1)
Not Applicable (1)
Not Applicable (1)
See Statement |
See Statement J
Not Applicable
Not Applicable
See Statement K
Not Applicable
Not Applicable
Not Applicable
Not Applicable
See Statement L
Not Applicable




AMPI Pipeline, Inc
List of Statements Included With This Filing or Not Applicable
Pursuant to Chapter 20:10:13

Statements

Statement M Overall Cost of Service

Statement N Allocated Cost of Service See Statement N
Statement O Companison of Cost of Service Not Applicable
Schedule O-1 Derivation of Increased Rates Not Applicable
Statement P Fuel Cost Adjustment Factor Not Applicable
Statement Q Description of Utility Operations See Statement Q
Statement R Purchases from Affiliated Companies See Statement R

AMPIP requests waiver of this filing requirement and statement. AMPIP serves only two
customers, AMPI and the City of Freeman. SD. Both customers concur with the proposed tariff
and rate. To reduce the rate case expenses associated with the filing, AMPIP seeks waiver of the
filing statements which are normally required but which do not directly support the cost of
service, Statement M. Also, because AMPIP has been operating only since late 1995, the
statement data may not exist

There have been no stock dividends, stock splits or changes in par or stated value. AMPIP has
not issued any common or preferred stock or bonds. All AMPIP financial arrangements are met
through loan agreements with AMPI




Statement D

AMPI Pipeline, Inc.

Cost of Plant - Rule 20:10:13:54

Functional Classificaton Balance

Distribution Plant $1.256,056

Line No 1 - Total distnibution plant used in Statement M, Page 1 of 3, Line 1, Column C
Amount is determined on Schedule 4 of Exhibit 2




Statement D-1

AMPI Pipeline, Inc.

Detailed Plant Accounts - Rule 20:10:13:55

It is anticipated that all of the distribution plant will be included in Account 101




Statement D-2

AMPI Pipeline, Inc.

Plant Additions, Retirements - Rule 20:10:13:56

There are no matenial additions or retirements anticipated by AMPIP. However, as discussed
elsewhere in this filing, 2 7.675 foot portion of 6™ polyethylene pipeline and

will be sold to the City of Freeman Municipal Gas Utility. The sale is at net book value of
$111.600 representing no gain or loss on the sale assets. Since the amount is less than $200,000,

no express approval for sale of utility assets is required by the Commission




Statement D-5

AMPI Pipeline, Inc.

Capitalized Interest and Other Overheads During Construction - Rule 20:10:13:59

Interest was capitalized into plant in service on the dates shown

Description Amount

Capitalized Interest - AMPI 497572
Capitalized Interest - AMPI 9.805.35
Capitalized Interest - AMPI 9,230.61

Total $ 24,011.68




Statement E

AMPI Pipeline, Inc.
Accumulated Depreciation - Rule 20:10:13:64
AMPIP is depreciating the pipeline over 40 years at a rate of 2.45%. Statement M contains the

overall cost of service study including depreciation expense and the effect of accumulated
depreciation over the book life of the plant




Statement E-2

AMPI Pipeline, Inc.

Working Papers on Depreciation and Amortization Method - Rule 20:10:13:66

AMPIP utililizes straight-line depreciation for the pipeline at a rate of 2.45%, which is $30,704
per year. Statement M, the overall cost of service study, includes depreciation expense and the
effect of accumulated depreciation over the book life of the plant. Schedule 4 of Exhibit 2 shows
the determination of the amount




Statement G

AMPI Pipeline, Inc.

Rate of Return and Debt Capital - Rules 20:10:13:72 and 20:10:13:73

Associated Milk Producers, Inc. (AMPI) will finance all debt for its subsidiary AMPI Pipeline
(AMPIP). AMPI will provide all necessary operating capital for AMPIP at a rate of 9%




Statement H

AMPI Pipeline, Inc.
Operating and Maintenance Expense - Rule 20:10:13:80

The operating and maintenance expenses contained in Statement M are as follows. The amounts
are based on AMPIP books and records. Because AMPIP has only been in operation for a short
period of time, some reasonable estimates have been included. Sources and notes are shown.

1 Year
Annual Escalated
Amount  Escalator  Amount
(A) (B) ©)

(1) Contracted Operating and Maintenance $12,000 2.0% $12,240
Day to day operations and maintenance of pipeline facility

(2) AMPIP Operating and Maintenance Costs $1,740 3.5% $1,801
Training, readings, patrolling of line by local AMPI personnel

(3) Corporate Services $6,710 5% $6,945
Management, clerical, accounting and tax work

(4) Audit and Legal Fees $1,700 $1,760
Outside legal and audit fees

(5) Insurance $15,000 $15,000

Annual Fee

(6) OPS Assessment $1,500 $1,500
Office of Pipeline Safety

(7) Regulatory Fees $800 $800
Gross Receipts tax and DOT Pipeline Safety Assessment

(8) Total $39,450

Sources and Notes
Line 1, Column A: Per AMPIP contract with NSP NGS for pipeline operations and maintenance services.
Line |, Column B Contract escalator.
Lines 1 - 7, Column C: Year 2 level of cost with escalator applied to year | historical-based amounts.
Line 2, Column A: AMPIP direct costs of employee pipeline maintenance activities.
Lines 2,3, and 4, Column B: Annual escalator based on anticipated inflation
Continued.




Statement H

AMPI Pipeline, |

Operating and Maintenance Expense - Rule 20:10:13:80

olumn A Portion of AMPI corporate costs associated with the pipeline

olumn A Audit and legal fees based on actual results.

olumn A Insurance costs based on actual results

olumn A: OPS assessment based on actual results

olumn A Regulatory fees based on actual results

olumns A and C- Sum of year | and year 2, respectively, O&M costs from Lines |

olumn B. Weighted annual O&M escalator based on expenses and individual escalators
shown on Lines | - 7




Statement |

AMPI Pipeline, Inc.

Operating Revenues - Rule 20:10:13:85

Revenues of $211,860 per year will be recovered from AMPI and the City of Freeman, South
Dakota. The amount is the result of applying the volumetric rate of $0.99 per Mcf to the annual
projected transportation volume of 214,000 Mcf.




Statement J

AMPI Pipeline, Inc.

Depreciation Expense - Rule 20:10:13:86

As descnbed in Statement I, AMPIP proposes to utilize a 2.45% annual depreciation rate. Based
on the total cost of the pipeline facilities, the annual depreciation amount will be $30,704. The
overall cost of service can be found in Statement M. Schedule 4 of Exhibit 2 shows the
determination of depreciation expense.




Statement K

AMPI Pipeline, Inc.

Income Taxes - Rule 20:10:13:88

AMPIP has no equity financing, and thus will not incur income tax expense. All costs will be
deductible for income tax purposes. For cost of service purposes, book depreciation has been
assumed to be equal to tax depreciation. Thus, deferred income taxes are not included in
Statement M




Statement L

AMPI Pipeline, Inc.

Other Taxes - Rule 20:10:13:94

Based upon actual liabilities, Property taxes for the proposed pipeline are 2.43%. Property taxes
for the first year were $2,.470. Property taxes in 1996 were $33,240 (prior to the asset sale to
Freeman). Thereafter, an annual escalator of 2.75% has been considered. The overall cost of
service can be found in Statement M and in Exhibit 2. Schedule 4 of Exhibit 2 shows
development of the property tax amount for Statement M




Statement M

AMPI Pipeline, Inc.

Cost of Service - Rule 20:10:13:96

The cost of service for AMPIP 15 shown on the following three schedules. These same schedules
are rephcated as Schedule 3, Pages 1 - 3, of Exhibit 2

t M (Schedule 3 of Exhibit 2) shows development of the cost of service
f vears. Column J reflects the present value of those amounts in total
rements factor of 16.87%. In Column G, that factor applied to gross plant

056 vields annual revenue requirements of $211,897

Page 3 of Stnement M (Schedule 3 of Exhibit 2) is a listing of sources and notes for the previous
WO page:




AMPT Pigetme. Inc Schedule 3
Statement M - Cout of Service Pagelof3
Levelaed Ansual tevense Requirement - See Page 3 of 3 for Sources and Notes

Capital Structure (
Weighted

Equiny
ong-term Debr
Shori-term Debt

90000%

Present Value
of Revenue

Operatng Total Revense Deficiency or

£ xpeme Requirement  (Excess)

39450
40,045
0649
4126

a188

100,716 178,114
256,0%6 1 2655481 5816137




AMPI Pipebime. Inc Schedule 3
Statement M - Cost of Service Pagelof3
Leveled Anouai Revemue Requirement - See Page 3 of 3 for Sources and Notes

J000%  Present Value
arent Kequiremen

iy Taxes o (Excess

Return
Depreciation
O&M and Prop Tazes

Total LARR

t In Service

ual Requirement




AMPI Pipeline, Inc Schedule 3
Statement M - Cost of Service Page3of3
Levelzed Annual Revenue Requirement

Sources and Notes

Schedule 3. Page 1 of 3
apia v @ 9 Interest Rate
for present value calculation
m service Present value 1 Iife cycle beginn
peline expenditures Keduced for sale of of Freeman for $111.600
Net mvesment reduced for accumutated deprecistion for cach vear
we-half of end of first vear imvestment (51.240,704°2) apphed to debt cost (9%
Book deprecaation per AMPIP adyusted for sale 1o Freeman (half year) See Schedule ¢
o Scheduie
rresponds
Present Vaiue of Column | @ Ovenall Cost
Average net mvestment applied to debt cost (P
Book deprecuation per AMPIP adjusted for sale of 7.675" to Freeman See Schedule 4
rperating expenses per Schedule . escalated &t rate determinec on Schedule ¢

Property txes per AMPIP adyustsd for sale of 7675 10 Freeman See Schedule 4. Escalated at 2 $% annually

Schedule 3. Page 2 of 3

me BF he levelond snnca revenae requirements of the stems refiecied in the columns below
me RE2 Y percent of ongnal cost (31,256 056) for the levelzed revenue requirements shown on RR1
) Annual present value of each revenue requirement component shown  The nominal amounts

ae from Schedule 3, Page 2 of 3, Columns E - H
olumn £ Annual prosent value of 1otal revenue requirements. Matches Column J on Schedule 3, Page 1 of 3
Tota of annual present value amounts for each column  These amounts are then discounted to amve &t
the amounts shown on Line RR 1
Summany of Levelzed Annual Revenue Requirements Column F describes each component. Colums G shows

the LARR rate by component and the total  The LARR rate of 16 79% on Line 5, Column G 15 appled 1o the

srigpmal cost of the pipekine shown on Line 8. Column G 10 amve at the levelized annual revenue requirements

shown or Line 10, Column G of $210.892 This amount s carmed forward 10 Schedule 2 1o determine the prpeime rate




Statement N

AMPI Pipeline, Inc.

Allocated Cost of Service: 20:10:13:97

AMPIP expects that all of its revenue will initially be generated by the transportation of natural
gas for two customers, AMPI and the City of Freeman, South Dakota. Based on projected usage
in the first full year of the City Municipal Utlity, AMPI will pay approximately 67% of the total
revenue requirement and the City Utility approximately 33%. 1f AMPIP adds other customers at
2 later date, AMPIP will file with the Commission to establish rates, tariffs and cost allocations
by class




-

Statement Q

W

AMPI Pipeline, Inc.

Description of Utility Operations: 20:10:13:101

AN

AMPIP operates an intrastate natural gas pipeline extending from a point on the existing
Northern Natural G rstate pipeline located at township 101 North, Range 54 West, Section
24, in McCook Coun outh Dakota. south along 447th Avenue to Tumer County #10, west
along County #10 to er County #15, South along County #10 to State Highway #44 again
west along Highway to US 81 and then south along Highway 81. The pipeline ends at a
district regulating stat in the SE 1/4 of Section 26, township 99N, Range S6W in Hutchinson
Co

Since the pipeline began operations, the sole customer has been AMPI's milk processing plant in
Freeman SD. The rate proposed herein is to allow for service to both AMPI and a newly
established municipal gas distribution utility in Freeman, SD. The AMPI plant will also be a
retail transportation customer of the City of Freeman. The City of Freeman has concurred with
the proposed rate. Mayor Michael Schultz has filed a statement of concurrence with this
application

In the future, AMPIP may install additional taps for delivenes to potential customers along the
proposed route as customer requests arise. If necessary, AMPIP would file additional initial
tanffs and rates as services may be added.




WU @

P

Statement R

AMPI Pipeline, Inc.

Purchases from Affiliated Companies: 20:10:13:102

AMPIP 15 a wholly-owned subsidiary company of AMPI. To minimize operating costs, AMPIP
utilizes services from the parent company in its day to day op Below is an expl. i

of those services and the amounts charged to AMPIP. This information is also shown on
Schedule 5 of Exhibit 2, herein, and is addressed by Witness Mr. Winter in his testimony in
Exhibit 2

Annual Charges from AMPI to AMPIP
Year 1

AMPIP - O & M Costs
Training, readings. patrolling of line by local AMP! personnel

Corporate Services
Management, clencal, accounting and tax work
Total Charges 1o AMPIP from AMPI

AMPI direct costs and corporate services are provided as a means of minimizing resource
requirements for both AMPI and AMPIP.

AMPIP - O & M costs are primarily AMPI personnel used for patrolling the pipeline and
providing meter readings and other operating data. Because they are located in Freeman and
charge only a portion of their time, it is the most inexpensive alternative for this service.

Corporate services are related to tax and reporting requirements of AMPIP and AMPI, as well as
general management of the pipeline business as a subsidiary of AMPL. A portion of management
and management support ime is included, as well as professional internal services related to
accounting, auditing, and reporting. As with the direct costs, because the services provided are a
portion of vanous employees’ time, and they are familiar with the business, using their services
1s the lowest cost and most effective alternative.

Affiliate rate of retum data associated with the provision of the services discussed above is not
available
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Northern States Power Company (Minn) O Proprietary
NSP-SD Gas Operations

Before the South Dakota PUC

Dozket NG97-021 X Non-Proprietary
First Set MEC Data Requests

Response to: No. 2

Question:

Please provide the cost of competing alternatives discussed in Witness Wilcox testimony on Page
7, Lines 1-2

Response:

The customer selected NSP based on their analysis of competing alternatives NSP does not have
access to prices that are prop: y infc of ¢ s

Response By: Jim Wilcox
Title: Manager of G
Company: NSP - SD




Northern States Power Company (Minn) O Proprietary
NSP-SD Gas Operations

Befor: the South Dakota PUC

Docket NG97-021 X Non-Proprietary
First Set MEC Data Requests

Response to: No.3

Question:
Please define how much of the total cost is the representative cost for NSP - South Dakota

electnc junisdiction NSP Generation, as discussed (in)Witness Wilcox testimony on Page 8, Lines
S-6

Response:

See John Winter testimony Schedule 7

Response By: Jim Wilcox
Title: Manager of G
Company: NSP - SD




Northern States Power Company (Minn)
NSP-SD Gas Operations

Before the South Dakota PUC

Docket NG97-021

First Set MEC Data Requests

Response to: No. 4

What portion of the Angus C Anson fuel delivery pipeline has been allocated to the Minnesota
Junsdictional electnic system in NSP most recent electnc rate case”

2) How much investment. op g cost and d is d 10 the M
Junsdiction”
b) Prowde documentation from the rate proceedings supporting these vaiues

Response:
The Angus C  Anson fuel delivery pipeline has not been included in electric rates in any NSPM
junsdiction  NSP's most recent electric rate cases pre-dated the installation of the pipeline

Response By: John Winter
Title: Sr. Regulatory Consultant
Company: NSP




Nerthern States Power Company (Minn)
NSP-SD Gas Operations

Before the South Daketa PUC

Decket NGY™-621

First Set MEC Data Reguests
Response to: Ne. €

Question

Does NSP expect 10 service gas to more customers than the 11 customers mentioned in Witness

Wilcon testimony on Page 9. Line

Response:

See Wilcox testimony Page 9, beginning on Line 10

Response By: Jim Wilcox
Title: Manager of G
Company: NSP - SD




Northern States Power Company (Mian)
NSP-SD G i

Before the

Docket NG97-021

First Set MEC Data Requests

Response to: No. 6

Question:

Has NSP met with any of the MidAmenican gas customers to offer NSP gas service to these
customers”

Response By:  Jim Wilcox
Title: Manager of Government & Community Relations
Company: NSP -SD




Northern States Power Company (Minn) O Proprietary

NS Operations

Before the South Dakota PUC

Docket NG97-021 X Non-Proprietary
First Set MEC Data Requests

Response to: No. 7

tion:

Referring to Wilcox testimony on Page 9, how much capacity is available to service the additional
customers”
a ) Is the 325 Mcf per hour of capacity expected to cover these customers?

Response By: Jim Wilcox
Title: Manager of G
Company: NSP - SD




Northern States Power Company (Minn) O Proprietary
NSP-SD Gas Operations

Before the South Dakota PUC

Docket NG97-021 X Non-Proprietary
First Set MEC Data Requests

Response to: No. 8

Question:

In Wilcox testimony on Page 10, Lines 5-7 indicates that municipalities have the authority to
grant non-exclusive franchise agreements with various utilities capable of providing natural gas
service Has the City of Sioux Falls approved NSP to provide natural gas service in Sioux Falls?

Response:

No

Response By:  Jim Wilcox
Ti Manager of Government & Community Relations
Company: NSP - SD




Northern States Power Company (Minn) O Proprietary
NSP-S) Gas Operations

Before the South Dakots PUC

Docket NG97-021 X Non-Proprietary
First Set MEC Data Requests

Response to: No.9

Question:

In Wilcox testimony on Page 9. Line 20-21, Mr Wilcox states he is not aware of any other
natural gas supplier presently serving that site Do you know where MidAmerican's nearest gas
main service is located from the site?

Response By: Jim Wilcox
Title: Manager of
Company: NSP - SD




Northern States Power Compaay (Minn) O Proprietary
NSP-SD Gas Operations

Before the South Dakota PUC

Docket NG97-021 X Non-Proprietary
First Set MEC Data Requests

Response to: No. 10

Question:
Reference to Witness Winter testimony Page 1, Line 24, Mr. Winter filed testimony in Docket
No F-3422 Please provide a copy of the testimony and exhibits filed in this case

R 2
Attached are copies of the requested testimony and exhibits The direct testimony was filed in
November, 1982 The rebuttal was filed in April, 1983 The case was subsequently settled

Response By:  John Winter
Title: S¢ Regulatory Consultant
Company: NSP
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Rebuttal Exhibit No.

Witness John D. Winter

Before the Public Utilities Commission of
the State of South Dakota

In the 'htta.r of the Application of Northern States Power Company
for Authortty to Increase Rates for Electric Utility
Service in South Dakota

Docket No. _F-3422

Cost of Service
Income Statement

Overall
Reverme Requirements

April, 1943
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Northern States “ower Comoany (Minnesota)
Electric Ut - South Dakota F-3422
RESTATEMENT OF SOUTH DAKOTA PUBLIC UTILITIES
COMMISSION

Adiusted Year Ended June 30, 1982

(Dollars in Thousands)
Staff's

Position
__Nescription 6/30/82

Exhibit (J0W-2)
Schedule 1

Staff's NSP (M)
Corrected Rebuttal
Position Position

ST

TEY

Average Rate Base $82,144

Return Earned With Present 7.3

Rate of Return Earned

Indicated Revenue Neficiency:
taff Recommended Rate of Return
£arnings Requirements

farninas Neficiency

Income Tax Effect

2evenue iciency

Revenye Deficiency Change for
Mr, weiss's Surplus Capacity
Adjustment

Adjusted Revenue Deficiency

ey T
82,406 85,271
7,011 5,632

2.51% 7.78%
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Northern States Power Campany (Minnesota)

Electric 'tility - South Dakota F-3422 Schedule 3
STAFF-ACKNOWLEDGED CDRRECTIONS TO THE Page 2 of 4

RECOMMENDED RATE BASE AND TAX BASE
SHON IN EXHIBIT (GAR-1) AND
IN EXHIRIT (FDB-;

1)

(Dollars in Thousands)

Adjustments
to
Rate Base
1. Reverse sign on unamortized Rate Case Expense:

Pate Base as Recommended $82,144 (1)
Reverse Unamortized Rate Case Expense Sign 270 (1)
Lead/lag Effects on Working Capital (8)(4)
Corrected Staff Rate Base $32,406

2. Reduce OWIP Included in Tax Calculation-Int
Fxpense Recognize Non-NSP owned portion of
SHERCO III:

CATP used in Recommenrded Interest

Calculation $ 9,995 (2)
SHERCO IIT Ad tnent. (2,143)(3)
Corrected CWIP to use in Tax Base s 7,852




Company (Minnesota)
ity - South Nakota F-3422

Adjusted Year Bvied June 30, 1982

NSP NSP South
Campany Minn. Dakota
A B c
Average O4IP Halances
1. Production per Staff S 244,993 $ 211,396 S 8,662
2. Less portion of Sherco
not owned by 'SP 52,298 2,143
3. Adjusted Production S 184,383 $ 159,098 S 6,519
4. Transmission 22,087 19,058 764

Distribution

General

7,655

S 243,998

£SS: on-Revenue Producing Plant

Production

$ 190,029 $ 169,146

©

7,852

workpapers, SHERCO IIT Adjustment per NSP, Staff workpapers.



Northern States Power Company (Minnesota) Exhibit (Jow-2)
Electric Utflity - South Dakota F-3422 Schedule™3
PRO FNRMA ADJUSTMENT TN CORRECT SYNCHRONIZATION Page 4 of 4
OF INTEREST EXPENSE
Year Ended June 30, 1982

Average Rate Rase $ A2,406
CWIP not included in rate base 7,852
Total $ 90,258
Portion Financed With

Short-Term Debt 28,550 s 1,119
Long-Term Debt 1,077,063 42,160
Preferred Stock 215,413

Common Zauity 861,650
Accumylated Deferred ITC 123,317

otal $2,305,993

°ro Forma Interest

Short-Term Nebt at 12.48%
Long-Term Debt at 3.01% (1)
Total

Actual Year Interest Ixovense

Corrected Staff Adjustment to Interest Zxoense

Nriainally Recommended Staff Adiustment

Adiustment to Staff's Originallv Recommended
Interest txpense

t (FDR-1), Schedule 7, nage 1 of 2.
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Northern States Power Campany (Minnesota) Bxhibit (JDW-2)

- South M.A F-3422 Schedule 4
PRO FORMA ADJUSTMENT TO TATE FICA EXPENSE Page 2 of 3

Adjusted Year Ended June 30, 1982

Labor Distribution
Description Amounts of Adjustment NSP (M)
A) (B) (1) (D) (E)

Percent of labor in
Production and
Transmission:

Production
1. - Demand 4‘.’..26,14. 30.7991% $ 420,144 $ 362,528(3)
2. - Energy 18,768,683 9122% 162,500 138,119(3)
3. Total Production $ 67,295,384
4. S 595,962 0.3782% s 5,159 s 4,452(3)
S. 2,699,156 .7131% 23,369 20,164(3)
6. $ 3,295,118
7. All Other labor S_86,968,527 974% $__752,972 S__752,972
8. Total labor §157,559,029  100.0000% $1,364,144(2) 51,278,235

4.5554%(4)

$ 58,229

S__52,424(5)

12. Adjustment to Staff's
Recommended Increase s 5,805

(JDW-2), Schedule 4, page 1 of 2, Colum C.

(JOW-2), Schedule 4, page 3 of 3, Colum B, line 9.

) Reflects Application of NSP(M) Coordinating Agreement Participation
Ratios. Demand: 86.2867% Energ 84.9963%

(JOW-1), Schedule 8, page 3 c‘ 4, Colum B, line 1.

arW's - FICA Increase, page 1 of 2.




Northern States Power Campany (Minnesota)
Electric Utility - South Dakota F-3422
PROFORMA ALUJUSTMENT TO RESTATE FICA EXPENSE
Adjusted Year Bnded June 30, 1982

__Description
(A)

1. Payroll subject to FICA tax at NSP(M) electric

operating level as originally filed. $ 141,129,119(1)
. Total electric labor as originally filed. $ 158,972,098(2)
. Ratio subject to FICA. .887760(3)
. NSP's rebuttal electric labor amount. $ 157,559,029(4)

. Payroll subject to FICA tax at electric
operating level. $ 139,874,604(5)

. FICA tax rate. 6.7%
. Pro Forma FICA amount. $ 9,371,598(6)

. Actual FICA amount. S__8,007,454(7)

9. FICA adjustment. S 1,364,144
e e

Colum A,
Colum B,

Colum C,

Colum A,




States Power Campany (Minnesota) Exhibit (JDW-2)
ec y - South Dakota F-3422 Schedule 5
PRO ?m ADJUSTMENT TO RECOGNIZE PENSION
EXPENSE CONSISTENT WITH RATE YEAR ENDED
» 6, 1984
Adjusted Year Ended Jume 30, 1982

Pension Expense for Year Ended 5/17/84 26,712,250

Ratio to Reflect Employee lLevel at
Year 6/82 1/1.00372

Pension Expense for Year 5/17/84 Synchronized
to Brployee Levels at 6/82 26,613,254

Year Accruals 22,797,700
3,815,554

.6727

2,566,723

93.702%

2,405,071

4.5554%

109,561

71,952

to Include
Costs
e Rate Year

sponse to Staff Data Request No. 1, Item 26.
5/12 of 1984 Amount.
Average s year ended 5/84, 6,185 employees year
6/82. 6,208 + 6,185 = 1.00372.
See Exhibit ___(JOW-1), Schedule 9.
rd¢ ocated to NSP(M) on basis of labor expense in production, EHV
m'-mms and participation ratios as shown in Staff workpapers.
Bxt ___(MAE-1), Schedule 12, Page 2 of 2.




Northern States Power Company (Minnesota) Exhibit (J0N-2)
Electric Utility - South Dakota F-3422 Schedule

INTEREST SYNCHRONIZATION RESTATED Page 1 of 2
ADJUSTED year ended June 30, 1982

%

Average Rate Base $85,271

CWIP not included in rate base 7,479 (3)
L $92,750

Portion Financed With:

Short-Term Debt $ 1,150
Long-Term Debt $40,142
Preferred Stock

Common Eaquity

Accumulated Deferred ITC

TOTAL

Pro-Forma Interest:

Short-Term Nebt at 12.48% (1) s 144
Lona-Term Debt at 8.01% (1) 3,215

TOTAL L

Corrected Staff Interest Expense S 3,517 (&)
Adfustment to Staff's Corrected
Interest txoense

ax Effect

See Exhibit (BJE-2), Schedule 11
See Exhibit —_ (MAH-2), Schedule 11 3
See Exhibit — (JDW-2), Schedule 3, Pane 3 of 4, adjusted for NSP
oroposed non-revene nlant additions:
Corrected Staff CWie ¢ 7,852
Add Staff NR Plant
Less NSP NR Plant

See Txhihit [JDN-2), Schedule 3, Page 4 of 4,




3 Dakota F-3422
ation Comonents
using Second-Class Common Bquity

1)

Percent Cost
B C

Short-Term Debt 5 2,5 1.24% 12.48% 0.15%

8.01 3.74

ated Deferred

Hynothe

Prefarred Stock

Accumulated Deferred ITC

Cost of Debt due

Second-Class Tommon Pauitv

Camon Equity includ
in Staff's Interest




ern States Power Company (Minnesota) Exhibit

Y South Dakota F-3422 Schedule 7
OF PRO FORMA ADJUSTMENT TO OTHER

CELI ANEOUS REVENUES FOR NDN-RECURRING

June 30, 1982

Dollars in Thousands) NSP(M)
Coord. Agree.

Total
Part. Ratio
R

NSP(M)

7il Sale Revenues

Staff recommended total Operating Revenues
(Reflects exclusion of 1/4 of mrofit on sale of oil
Mojective was to exclude 3/4.)

Torrection to amortization of mrofit on sale of oil
2 mofit on sale of o

rrected Staff msition (excludes

sale of oil)

Mijustment ¢o Staff's correct
remaining 1/4 of orofit
Revenues reflecting 100% exclusion of oil sale revenues.

NSP(M)

vordinating Agreement energy oarticipation
txhibis

factor.
(MAR-1), Schedule 12, mage 2 of 2. ®herq

cror




Bhibit __ (JDW-2)

Schedule 8

REFLECTING ABNDRMAL STORM DAMAGE
Year Pnded June 30, 1982

Storm Damage Expense Incurred During
1978-19R2 per Campany Books ani Records:

72,283

24,518

30,799

202,009

$391,310

Avorage storm damage expense incur!
over five-vear period 1978-1982
ive-year averace expense

ecommended by South Dakota

increase storm damage




PRO FORMA ANJUSTMENT TO ANNUALIZE NUCLEAR
ANT DBOOMMISSTONTNG ACCRIALS

ted Year Pnded June 30,1982

NSP(M) Co.

Adjustment to Reserve for

Deoreciation (one-half)




Bxhibit ___ (JOW-2)
Schedule 10

NCLUDE KNOWN AND
)“RA Nu 5 AGREEMENT EXPENSES

Transmission
Production ERV
A B
1. Year 6/82 actual Coordinating
Agreement expe:mn net of Tyrone
and precertification costs 20,003(1) 1,428(2)

2. Adjusted expense reflecting
proforma adjustments to NSP(W)
costs consistent with NSP(M)
costs

_20,512(3)

1,665(3)

ustment reflecting increased
Coordinating Agreement expenses 509 237

South Dakota factors .040973(4) .040279(5)

uth Dakota adjustment 10

m——— 0000 s ce———

1) See Bxhibit (JOW-1), Schedule 5, page 3 of 9, Schedule 14, and
Schedule 24. 58,848 + $12,616 - 461 = $20,003.
2) Per NSP General lLedger less precertification.
costs as shown on Exhibit (JOW-1), Schedule 24.
3) Per NSP(W) Analysis of Proforma Adjustment Impact on \‘S'P(H‘ Costs.
Damand - Producticn.
Demand - Transmission
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Bhibit (JDW-2)
Schedule 11
D OPERATING AND Page 2 of 2
- INFLATION SCHEDULE POOTNOTES
ear Ended June 30, 1982

Purchased Power $1,690; Coord. Agree. $7,933; Non-Assoc. Utility
Revenues $(3,558).

Fuel $213,294; Purchased Power $48,076; Coord. Agree. $915;
Non-Assoc. Utility Revenues $(61,719).

Manitoba Hydro Revenues $(2660,000).
CPA Revenues $(738,397); Coord. Agree. EHV Transmission $1,825,109.
CPA Revenues $(151,345
Storm Damage $18,707.
tage Bxpense $110,460.

Telephone Rates $47,10

y Audits $37,239.

Audits $118,221.

nsurance $5,935,000; Pensions & Benefits $23,235,000;
& Damages $3,936,000.

ory Expense $205,000.

ry Bxpense $1,056,000.

t (MAH-1), Schedule 12, page 1 of 2. Factors: custamer,
-demand, energy, production-transmission, plant-sales
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Prepared Rebuttal Testimony of

John D. Winter

Before the Public Utilities Commission of
the State of South Dakota

In the Matter of the Application of Northern States Power Compary
for Authority to Increase Rates for Electric Utility
Service in South

Docket No. F-3422

Cost. of Service
Income Statement
and !
Overall
Revenue Requirements

April, 1983




Prepared Rebuttal Testimony of
John D. Winter
Nocket No. F-3422

Please state your name and business address.
John D. Winter K &12 Nicollet Mall, Minneapolis, Minnesota 55401,

Have vou oreviously submitted testimony in reqard to Docket

F.34227

Yes, 1 have submitted orepared testimony and Exhibit (Jnu-1),

pertaining to Cost of Service-Income Statement, and overall
revenue reauirements, which was part of the Company's oriqinal

aoplication in Novemher, 1982,
What is the purpose of vour rebuttal testimonv?

Y rebuttal testimonv is directed orimarly to the testimony of
Staff Witnesses Ms. Faye D, Srown and Mr. Robert L. Knadle, to
the extent issues which they addressed affect the income
statemant. My testimonv is orqanized by staff witness and
specific fssue, with some overlaooing on those issues addressed

by more than one staff witness. Issues supported by Staff

Witnesses Weiss, Copeland, and Rislov are addressed by Comoany

tnesses Hervev, Ewers, and Caskey. 1 have incornorated the
revenye requirement impact of the comments by other Company

Witnesses into my summary of overall revenue requirements.




Please exnlain in detail, the organization of vour rebuttal

testimay.

The fssues rafised in testimony of Staff Witnesses, to which I

offer rebyttal are as follows:
Fave N, Arown

Inclusion of staff-acknowledged corrections to their

recommended revenue increase.

Inclusion of anticipated 1984 lahor expense and related
FICA tax {ncrease.

Inclusfon of oro forma oensfon costs.

Prooriety of normalized versus flow-through accountina for
tax timing 4ifferences.

Netermination of interest exnense for the calculation of

income taxes.
Oohert L. Knadle

Prooriety of excludina non-recurring oil sale orofits.
The oroorietv of recoanizina the average of the most recent
vears for a storm damage expense adjustment.

3. The orooriety of includina charitable contributions as a

leaitimate and necessary cost of dofna business.

Determination of the prooer level of reaulatory exoense.




Noes vour rebuttal testimony address any other issues?

Yes it does. 1n addition, 1 direct comments toward the .

following issues for which more specific information fs known:

2dditional Topics

Annualizina nuclear plant decommissioning sinkina fund
accruals consistent with the treatment in Docket No F-3382,
Qestate nuclear nlant decommissioning to exclude Mr.
weiss' 25% continaency adjustment.

The inclusion of increased purchased nower exoense
resulting from increased Coordinating Aareement hillinas
from NSP(W) to NSP(M).

Recoanition of anticioated expense increases due to
inflation.

Discussion of the current status of the extraordinary
repair required at the Monticello aenerating station.
Comment on the current status of the Tyrone amortization

and its impact on the Company's rebuttal nosition.

Please explain vour treatment of the Staff-acknowledqed

corrections you mentioned earlier.

In response to NSP Information Request No. 5, the Staff has

acknowledged necessary corrections to their income statement and




e

Waine

rate hase. These corrections are required in order for the cost

of service detail to he mechanically consistent with Staff's

stated position and were the results of misunderstandings and

very detailed calculations. The corrections involve the
allocation of the Staff's excess capacity adjustment to South
Nakota, the tax treatment of the repair allowance amortization,
the amount of revenue reduction for oil sale orofits, the
allocation of actua) year interest expense to NSP(W), and the
fnclusion of a necessary tax depreciation adjustment to
oroperly synchronize it to the provision for deferred taxes in
the flow-through adjustment. To properly restate their
recommended increase, 1 show an itemized 1isting of these
corrections on Schedule 3, and post the total adjustment to
Column 8 of the income statement summary on Schedule 2 of my

rebuttal Exhibit (JDW-2).

Please describe the nature of the oro-forma adiustments you
included in your original testimony, as detailed in Exhibit

(JD¥-1), in vour rebuttal testimony, and Exhibit (JDW-2).

The adfustments are based on the fact that changes in revenues and
expenses will occur within 24 months of the historical test vear
ended June 30, 1982, A recently passed South Dakota statute

permits the 24 month time frame rather than the oreviously




allowed 12 month period. A1l of the pro-forma adjustments

detailed in Sxhihit (JOW-1) and Exhibit (JON-2) are fully

known and measurable, with reasonable certainty. There exists a

need for a reasonableness standard for aoplication to known and
measurable oro-forma adjustments. This standard would imply with
virtually comnlete certainty that a change will occur, and that
the level of change, as it occurs, will closely parallel the
€iled adjustment as to net income effect. Recognizing and
including comprehensive and complete oro-forma adiustments which
are known and measurable, with reasonable certainty, is the only
wav to effectively aooroach a prooer matching of revenues to
costs when using a historical test year. Rates from this case
will 1ikely qo into effect on May 17, 1983, and ! have made every
attemot to include adjustments to revenues and costs that will be
realized in the vear immediately following rate implementation,

hereafter referred to the “"rate year®.

Noes the Staff address the ability of NSP to earn its authorized

rate of return?

Yes, on oage 3 of Ms. Rrown's testimonv she states:

"l will nresent the Staff's determination of the revenue
increase required for NSP's South Dakota electric
operations which will orovide NSP the ooportunity to earn
the overall rate of return recommended by Mr. Copeland in
the oroceeding®.




s adjustments are accepted as presented will NS?

its recommended rate of return?

No, it would impossible for NSP to esarn its allowed rate of
retyrn. At the outset, a number of Staff's adjustments, such as
interest synchronization use a hypothetical basis which will
never exist. In addition, €f oroposes to exclude very real
changes in revenues and exoenses which are known and measurable,
with reasonable certainty, and which will occur within 24 months
the end of the historical test year or durina the rate
address each issue I will discuss the specific way in
Staff orooosed adjustment will orevent the Companv from

earnina its allowed rate of return.

Staff witness 3rown has orooosed to exclude a labor and FICA tax
crease for 1984, How does this compare to the Commission's

treatment of labor expense in Docket F-3382?

Ms. Arown's adiustment {s inconsistent with prior Commission
treatment. In Docket F-3382, labor increases reflecting the
expected costs during the rate year were allowed. In that case,
in which rates were implemented on December 15, 1981, 11 1/2

months or 23/2&'s of the Januarv 1, 1982 wage increase was

allowed by the Commission. This treatment allowed the Company to

recover the labor costs actuallv incurred during the rate year.




Consistent with *hat treatment the Company requested, in its
orizinal filing, that it be allowed & 1/2 months or 9/24 of an
exoected January 1, 1984 wage increase. Apolication of the
oreviously described reasonableness standard would require two
auestions; (1) will a wace rate chanae occur on Januarv 1, and
[2) what is the level of change that will occur with reasonable
certainty. The answer to the first ouestion is yes. The latter
question reauires some judgement. Simoly hecause January 1,
1984, does not occur orior to the date rates from this case qo
into effect, is not a sound reason to fanore the fact that
increased labor costs will be incurred within eight months
following the rate implementation date. Failure to recognize
that wages will, with reasonable certainty, increase on January

1, 1984, wil) prevent NSP from earning its authorized return.

Have you included an adjustment to increase lahor expense due to

2 January 1, 1984 wace increase?

Yes, NSP's orfainal €iling included an adjustment to annualize
1981 and 1982 waqge increases, which occurred during the actual

vear, olus a January 1, 1983 increase at an estimated 6.88%. In
addition, an increase for January 1, 1984, was included at 6.88%
for 4.5 months, or through Mav 16, 1984, the end of the rate

vear. The adjustment to actual test year labor expense




11v reguested was $924 In response to Staff NData

Pequest No. 1

item 25, NSP reported that the actual January 1,

ease was 7.057% rather than the 5.88% as included in the

Staff accepted and included the 7.057% which resulted
in an adiustment of $711,965 to actual labor expense in the Staff
recommended increase. However, Staff failed to include any
increase for January 1, 1984 wage rates. The Company's rebuttal
restatement includes a Januarv 1, 1984 increase of 4%, a
reduction from the original 6.R%% in recoanition of reduced
inflation and notentially lower wage settlements. The 4%
reoresents the low point of a range of 4% to 5.5% orovided by the
Comoensation and Benefits Department within the Company. Data
Resources, Inc. (NRI), in its latest forecast, orojects that
wage rates will increase an average of aporoximately 5% on

Januarv 1, 19R4,

This revised adjustment is similar to the original adjustment in
that it includes only those months of 1984 included in the rate
year or the oeriod of January through May 16, 1984, This wace
increase is aopiied to only those emplovee levels at of the end
of the test vear and does not include anv oromotions which may

have occurred since the end of the test vear or during the rate

year. In this way, the labor adjustment included in Exhibit

(JDW-2) s ahsolutely consistent with the intent of the




Commicsion Nrder in Docket No. F-33R82. This rebuttal adjustment
resylts in a increase in Staff's position of $1N0,274 and is
develooed on page 1 of Schedule 4 before being posted to Column D

of Schedule 2.

How did vou treat FICA taxes in vour rebuttal Exhibit (J0W-2)?

The amount of FICA tax included has been recomputed to correspond
lahor expense including the January 1, 1984 wage increase.
Page 2 of Schedule &4 shows the development of the FICA tax
adiustment of $5,805., The result is also posted to Column D of
Schedule 2. As recomputed, this adjustment is consistent with
the Commission's order in Docket No. F-3382, in that the costs
will occur in the rate vear. If anvthina, this adjustment is
also conservative, due to the well oublicized oroblems facing the
future of the Socfal Security orogram. Social Security tax law
changes may well result in additional increases in both the FICA
wage base and rate in 1983 and 19R4, which would increase NSP's
FICA tax expense. This adjustment does not include possible
wage or FICA rate changes that are not vet known with reasonable

certainty.

what comments do vou have reqardina Staff Witness Brown's pension

adjustment?




In the “ompanv's orginal filing, an adjustment of $110,636 was
included to increase the pension expense level, reflecting the
amount which will be fncurred for the year ended May 16, 1984,
2gain this adiustment is consistent with the costs which will be
incurred during the rate year and is within the 24 month time
oerfod statut The adjustment was based on accruals determined
in a completelv am's length manner by the Wyatt Company. Wyatt
instructs NSP how much and when to pay the required amounts to
Northwestern National %ank in Minneapolis, the Plan's trustee,
NSP has no control over the estimate of the oensfon accruals, as
they are determined by Wvatt according to strinagent and complex
pension and Emnloyee Retirement Income and Securitv Act (ERISA)
Taws. Ms. Arown's adjustment to include only pension cost
changes up until the effective date of rates for this case will

further orevent NS from earning its allowed rate of return.

Are the amounts of pensfon expense reasonably certain to be a

cost of service component in the rate year?

Rased on actual pension investment performance, emplovee
cowverage, and a number of other factors, the Wyatt Company

revises its pension accrual requirements each year. In the last

four vears the averace revision has resulted in change of + 0.R4%

in the annual accruals. Clearly this restatment is insfanificant




and we can conclude that the pension costs in the period ended
988, are known and measurable, with reasonable
certainty, and should be included in the South Dakota Cost of

Service determination.

Does your rebuttal Exhibit (J0W-2) reflect a restated pension

adiustment?

. Schedyle S shows an amount of $109,561 for pension expense
is known and measurable with reasonable certainty. Also
shown is the approoriate adjustment to Staff's position of

$37,609, which is nosted to Column E of Schedule 2.

Please descride this restated adjustment.

In my restated adjustment, the Company accepts Staff's use of
undated information as orovided in response to Staff Data Request
No. 1, ftem 26. 1 have also addressed a concern expressed by Ms.
Srown in her resoonse to NSP Nata Request No. 5, item 10. In
that response, Staff indicated a reluctance to accept an estimate
for vensfon costs to be incurred over a future perfod. The
concern .@s ‘that more factors than fust oension rates were
consideres in the NSP estimates. WNSP interprets Staff's comments
to focus on two concerns: 1) the number of employee's could

change ‘rom the actual vear ended June 30, 1982 to the rate year




which would affect pension costs, and 2) the
pension s are NSP-estimates. To respond to the
Staff's concerns; 1) 1 have reviewed the employee counts for the
0 periods 1 am comoaring and adjusted both Staff's and

Comoanv's adjustment downward $408 to reflect consistent employee
Tevels, and 2) I fterate that these costs are not an
NSP-estimate, but are instead nrepared by the Wyatt Company, over
which NSP has no control. NSP acceots Wyatt's amounts and begins

oavment and accrual in the oroper time period.

“hat s the Comoany's rebuttal oosition in this case on the

normalization versus flow-through argument?

The Company acceots, with corrections, Staff's adjustment to

“low-throush a1l tax timing di fferences not requiring

normalization by law. NSP strongly believes however, that

normalization is the better anproach for the treatment o7 all tax
timing differences and clearly is in our customer's best

terests.

Has staff included a oroper amount of interest expense for tax

ournoses?

No, they have not. Staff's propnsal to synchronize interest for

tax ourno with that interest actually available to the Company




th Dakota electric operations is well intended and
aporopriate in theory., However K the mechanics of the Staff
ustment are not fstent th interest synchronization as
done by the Federal Energy Requlatory Commission or other

requlatory commissions.

The actual interest available to the corporation as a deduction
for income tax purposes s 1imited to that which the corporation
will nay as a result of its actual short and long term
borrowings. Throughou is case and orior Staff
recommendations, the emohasis has heen to reflect actual taxes
ent only those adjustments which are known and
measyrable with reasonable certainty. It is known with absolute
certainty that assumed interest deductions associated with
hynothetical dedbt will not be available as an actual tax
deducti ¥s. Srown attempts to do two thinas in her interest
svachronization: (1) synchronize interest exnense, and (2)
reflect the capital structure recommended by Staff Witness

¥r. Cooeland has recommended a reduction in the

common equity and has hypothetically rearranged the

components to reflect 50% debt, 202 common equity and 10%
oreferred equity as an optimum canital structure for NSP. Even
assuming Mr. Copeland is correct in his determination of rate of

is inaopropriate to consider hypothetical interest.




Mr. twers will rebut Mr. Copeland's position. fne wav of Tooking
at ¥r. Topeland's oroposal on capital structure is to consider
that portion of common equity which he assigns to the debt
component as second-class common equity which is assiqned the
deht rather than equitv cost. This second class equity, although
assiqned a debt cost rate would not have an interest deduction
associated with it. This would allow Ms. 8rown to recognize

Mr. Copeland's recommended capital structure, as well as
synchronizing the interest deduction for ratemaking with the
actual jurisdictional interest. Schedule 6, oage 2 of 2,
compares Staff's filed interest calculation with the oroper

interest calculation described herein.

To impute interest for tax deduction purposes, as Ms. Brown has
done, confiscates part of the return requirement, which Mr.
Cooeland has determined to be aporopriate. If Ms. 8rown's
adjustment {s approved by the Commission and assuming all other
revenue reguirement components to be exactly as allowed, it would
be mechanically impossihle to earn the return recommended by Mr.

Copeland.

Do vou have any further comments on this subiect?

Yes. 1 would like to illustrate this point. Let's assume for a

moment, that a utflity filed a rate case with a lower than




normal, say a 29%, common equity ratio, along with a 60% debt
ratio, 1 2 12% preferred ratio. Staff decided that the common
ratio was t00 low and oresented an excessive risk to ratepayers
and shareholders. To assist the utilitv in building common
equity they recommended a hypothetical capital structure with 402
common equity included. To achieve this the debt ratio was
hypothetically reduced to 50% and the preferred ratio to 10% in
order to allow the increased common ratfo. When calculating
income taxes for the hypothetical utility, would it then be
proper %o reduce the tax deduction for interest by using a
hypothetical 5N% debt ratio rather than the utility's actual 60%
Staff's resoonse might be to suqgest that actual interest
should be used hecause it is available to the corporation. Thus,
i€ it would he inaporopriate to reduce the interest deduction
helow the actual available, as in the hypothetical, why is it
appropriate to increase the interest deduction above the actual
amount available as in Staff's adjustment to NSP's case. Any
adiustment either way is not proper nor reoresentative of the

actual cost of service.

fave you recomputed the proper interest deduction?

Yes, on Schedule 6, page 1 of 2, in my rebuttal Exhihit

[J0W-2), 1 show the proper amount of interest expense and




synchronize it to the rate base and CWIP adjustments discussed by
Vr. Hervey. The interest exoense the Company recommends is based
on the canital components and costs as recommended by Mr. Ewers
except for that related to short-term debt where Ms. Brown's
Tevel and rate has been accepted as being more reoresentative of
test vear conditions. This computation accurately reflects the
actual interest deduction available to NSP in the test year. The

adjustment to Staff's interest expense level is also shown on

Schedule 6, nage 1 of 2, and this adjustment is posted to Column

F, of Schedule 2.

Staff Witness ¥nadle has oroposed an adjustment to flow orofits
from non-recurrina ofl sales back to ratepayers. Please

comment on his adjustment.

Revenues related to profits from ofl sales are non-recurring in
nature and unrepresentative of test year conditions. Since it is
{nappronriate to include such non-recurring ftems in a
jurisdictional cost of service uoon which to hase future electric
rates, the Companv eliminated 100% of the revenues in its
orfiafnal filina. Staff has proposed to flow-back one fourth of
those revenues in each vear for four vears, beginning with the
test vear in this case. Staff also oroposes a negative working

capital amount be included in rate base for the unamortized




portion. Mr. Hervey includes an adjustment to reserve the amount

neqative working canital in his rebuttal testimony.

How 4id the accounting procedure used bv NSP for these oil sales

affect ratepayers and shareholders?

The accounting treatment used to record these ofl1 sales fairly
shared any orofits (or losses) between shareholders and
ratepavers. In fact, the ratenayers may have even experienced a

areater benefit than shareholders.

The purchases of the oil inventorfes that since were sold
occurred over several years at orices that ranged from about
25¢/aallon to almost 90¢/qallon. As these purchases wers made
they were charged to the appropriate fuel stock account and the
weighted average orice of fuel on hand was adjusted accordingly
(qenerally upward). When the oil was sold, it was credited back
to fuel stocks at the most recent opurchase orice using a last in
first out method (LIFO). Any difference between the original

purchase oprice and the LIF0 price, produces a benefit for the

rateoayer by reducing the weighted average price of fuel on hand.

Anv fuel used after the sales were made reflects the benefit in
the form of lTower costs to ratepayers. The average orice of ofl
on hand prior to the sales was 55¢/gallon. After the sales had
heen made it was reduced to 41¢/qallon. The average LIFO price

was 74¢/aallon.




The profit, recorded as a miscellaneous onerating revenue, was
qenerated by the difference between the selling price and the

I¥N price that was used to credit fuel stocks. The average

selling orice was 85¢/aallon. As can be seen, the ratepayer

experienced a benefit in lower fuel stock orices by 24¢/gallon,
while the shareholders were credited with an 11¢/qallon profit.
The Company accounting for these nil sales was fair and

reasonable, and needs no further adiustment for accounting and

ratemaking.

Do you have anv further comments on the Staff's oil sale revenue

adjustment?

Yes, in setting rates for a future period, it is necessary and
oroper to attempt to eliminate material and non-recurring,
revenue and exoense items. The fact that it is non-recurring
means that it fs unrecresentative of test year coniitions. Since
NSP is not in the husiness of selling oil, and NSP is not
expected to sell ofl adain in the foreseeable future, the
revenues from such a sale are an extraordinarv item. It is clear
that *his is not a component of electric cost of service upon

which to set future rates.

Another test that might be aoplied would be to ask if including

the ofl sale revenues placed NSP in the nosition of earning in




excess of its allowed rate of return. With a rate of return
earned during actual vear ended June 30, 1982 of B.21%, including
all of ofl sale revenue, it is obvious NSP was not earning
excessively, but rather deficiently when compared to the
authorized rate of return in NDocket No. F-3382 which was 10.16%.
1€ it is Staff's intent to recoanize ofl sales which were not
contemplated in the last rate case, then it is also approoriate
to recoanize expenses which were not contemplated or allowed hy
the Commission. The sianificant difference between the
authorized and earned returns in the actual year indicates that
many real expenses were not recognized by the Commission Order in
Docket No, F-3382. 1f the Commission is to amortize the oil
sales, those expenses, in all fairness, should be similarly
amortized. The Staff-oroposed ofl sale profit amortization adds
another item to the long list of Staff adjustments which would

prohibit NSP from earning the return authorized in this case.

Historically NSP has never earned the return authorized, because

of Staff adjustments similar to this. Schedule 7, details the
necessary adjustment to exclude 100% of the ofl sale revenue.

olumn G, of Schedule 2 brings it into the income statement

Summary Schedule,

Please discuss Staff Witness Knadle's storm damage adiustment.




Mr. Knadle adjusted the expense level to that of the average of

five-vears from 1977-1981. 1in the orfginal filing, the Company

uded an adiustment using the five perfod time frame using
years 1978 through 1981 and the first 9 months of 1582 actual
data as the fifth perfod. Mr. Knadle states he is using the most
recent informatfon available. This cannot be true, since the
Company used more recent data in its oriqinal adjustment. 1In
order to include the most recent calendar year information
possible, 1 have recomuted the adjustment using the period from
1978 through 1982, calendar vears, as the base five-year period.
Schedule 8 of my exhibit shows the development of the adjustment
to Staff's expense level. The adjustment to include the average
of the most recent five-vear period is then posted to Column H

of Schedule 2.

How have your treated charitable contributions in your rebuttal

exhibit?

1 have included charitable contributions, as reflect on

Schedule 11, page 1 of 4 in my Exhibit (JO¥-1), in Column

of Schedule 2 in my Exhidbit (JDW-2). Charitable contributions

are 2 Tegitimate and necessary cost of doing business for NSP and

virtually a1l large companies. These contributions assist many

South Dakota customers on a direct basis, and surely add to the




y of 1ife and benefit all customers in the NSP South Dakota
ervice territory. The Company's nosition is that the $25,151 is

not excessive and is a reasonable test year ooerating expense.

Have vou any comments on Mr. Knadle's rate case expense

adiustment?

have, Mr. Knadle removed $25,N00 from the proposed two year
amortization of rate case exoenses, as filed, on the basis that
actua) Staff costs hilled to NSP will be $50,000, not the maximum
o€ $75,000 as orovided by South Dakota Statute. The Company
accents that adjustment, and its corresponding adjustment to
unamortized rate case expense per Mr. Hervey's testimony, on the

basis that the reduced costs will be realized. If the Commission

helieves the Hillina to NSP for the current case will be $75,000,

not $50,000 as Mr. Knadle estimates, the original adjustment, as

€iled, should be restored.

he Company also accepts Mr. Knadle's correction to the special
hearing fund revenue factor. The net of his adjustments is a
reduction to the NSP oroposed rate year expense in the sum of

$6,000,

Mr. ¥nadle referenced the inclusion of overtime labor changes in

rate case expense. Have you any comments on that?




has included overtime lahor in rate case expense amounts
aoproved in all orevious rate cases. This is
consistent with the FERC uniform system of accounts and is a

eqgitimate rate case - related cost.

what is the basis for including the additional items you

referenced earlier?

It is NSP's objective to file a rate case that will orovide a set

of test year results which best simulate the results of the rate

vear, or the first year during which new rates will be in effect.

nless test revenues and costs are fully adjusted to reflect the
relationships which will exist in this immediately future oeriod,
NSP will be orecluded from earnina its allowed rate of return.
Many of Staff's adjustments will not allow revenues and costs to
reflect their real relationship in the rate year. Adjustments
are made as comprehensively as possible and the Company attempts

ude information that is as up to date as possible. To
fulfill this odbjective the Company proposes two additional

adjustments for changes known and measurable with reasonable
certainty. Those additional adjustments involve the Nuclear

Plant Decommissioning sinking fund, Coordinating Agreement

expense increases, and inflation.

Please explain your adjustment to the Nuclear Plant

Decommissioning Sinking Fund.




for the Decommissioning Sinking Fund began

nce the test vear in this case hegins one
month earl{ 1, 1981, it is necessary to add one month's
accrual to the amount actually recorded in order to reflect a
full vear's effect in the test vear. In Docket No. F-3382, the
Staff accented, and the Commission ordered, an annualization of
the nuclear olant sinking fund accruals. This adjustment to
annualize the decommissioning accruals in this case is consistent

F-3382. Such an adjustment was inadvertently

excluded from the Companv's original filing, and reflects a known
and measurable change. This adjustment is not an additional
adjustment as much as its a fine-tuning of the Company's original
sosition. Recognition of this change is necessary to determine
the oroper cost of service upon which to base future rates.
Schedule 9, in mv rebuttal Emih«:_unu-ﬂ, shows the
necessary annualization adjustment of $30,188 to book
depreciation. Column J of Summary Schedule 2 also shows the
amount. Mr. Hervey also has reflected one half of this change as

an adjustment to test year rate base.

How does vour Income Statement show the depreciation adiustment

nroposed by Staff Witness Weiss reqarding decommissioning?

1 have included an adjustment to reverse Mr. Weiss' book

eciation exclusion of $74 871 as shown on his Exhibit




W-11, Schedule 2. As discussed by Mr. Ewers, this exclusion

‘s inaopropriate. The adjustment is reflected on my Summary

hedyle 2 in Column K.

Please describe the Coordinating Agreement expense adjustment.

chedyle 10 develops an adjustment to purchased power expense
levels for expenses which will be incurred by NSP(M) for oayments
NSPIW). NSP(W) bills NSP(M) for its share of fixed and
variahle oroduction and Extra High Voltage transmission (EWV),
costs fust as NSP(M) hills NSP(W) for its share of those costs.

85 NSP(W)'s costs increase so will NSP(M)'s. The adjustment of
£31,000 reflects labor increases, tax rate changes, and fixed
charge increases or decreases which occurred, or will occur on
NSP(¥)'s hooks, consistent with those oro-forma adjustments
included in this case. These cost changes will be billed to
NSPIM) and are now more clearly known than they were at the time
of the original filing. Column L of Schedule 2, reflects the

adiustment amount in the income statement summary.

You mentinned an adjustment for inflation, what have vou done

there?

At the time of the original filing, the Company moderated the

requested increase by excludina an inflation adjustment. In the




ng, the moderation was stressed as was the need for the
Commission %o qrant substantially all of the requested increase
due to the moderation steps taken orior to the filing. Recause
the Staff has areatly reduced or eliminated Company oroposed
adjustments, the Company finds it necessary to oropose a

reasonable inflation adiustment in response to Staff's proposals.

have included, in my rebuttal exhibit, an adjustment to
racognize the very real effects of inflation on expenses not
adjusted elsewhere in this case. Inflation has been much lower
in the very recent past and is 1ikely to continue to be low into
the foreseeable fyture. However, it is a known fact that price
and cost increases, though smaller than in past, are still
oresent in NSP's cost of service. Lahor unions are stil)
negntiating contracts with higher lahor costs included, State
and Local sales taxes on office and shop supplies are increasing,
raw materials costs are are still increasing, and many cost
factors are still experiencing upward orice oressure. The

inflation which occurred during the actual test year and

throughtout the rate vear is known and measurable with reasonable

certainty.

he Comoany has used the Production Price Index (PP1) for

finished aoods in determining the additional test year expenses




PO N

for those expenses not otherwise adjusted. The PPl for finished
300ds is a reasonable index to use for electric utility orice
changes because it is an index of producer's prices received in
orimary markets. Primary markets are the first markets in which
the oroducer's oroducts are sold. The PPl measures price changes
on commodities which are directly used in the production and sale
of electric eneray. It is more accurate than all-commodities
‘ndices because it reflects a raw material price increase once,
rather than several times. An example would be steel scrap. A
orice increase in steel scran results in an increased orice for
. and yltimately a orice hike in autombiles. A&n
J-commodities orice index will reflect this increase three
once in steel scrap, once in sheet steel, and once
tomohiles. In the other hand, the finished goods index used in
the Company's inflation adjustment would reflect only the change

in automodbile orices.
The PP1 used here is further relevant to NSP costs because it is

25 uo-to-date as oossible. The orice data is cathered monthly by

2 mafl questionnai Respondents are asked to give the orices

net of 211 ciscounts at either the freight on board (FNB)

oroduction Tocation or the central marketing point. Recause the

index is based on relevant commodities, is conservative in its

finished goods aporoach, is orepared on a timely basis, and is
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conservative in its net of discount and FOR production oricing
componen it is an appropriate and conservative index to use
for measuring reasonablv certain expense changes in NSP's rate

vear.

The ?P] for finished goods was reviewed for the actual test year
ended June 30, 1982, the time period from June 30, 1982, to the
beginning of the rate year on May 17, 1983, and as during the
rate year ended May 16, 1984, Historical indices were used
through the end of December, 1982, with projected indices through
the end of the rate vear based on NSP corporate planning
assumptions such as growth in the economy, interest rate changes,
etc. This results in an even more conservative adjustment
because N5P's assumptions resulted in a lower inflation rate than
did the use of DRI's assumptions. Indices reflecting orice
changes do not necessarily result directly in expense changes.
Commodities are purchased, some in each month, over a period of
time. Price increases occur aradually over time. To properly

reflect NSP's expense chanaes, a factor of 59.67% was aoplied to

each of the inflation rates experienced in the test year, the

time between the t year and the rate year, and in the rate
ear. The factors for each period are:
Cumulative

Rase Adjusted  Compound
Inflation Inflation Inflation

Actual TY Ended 6/20/82 2.60% 1.032
7/1/82 to 5/16/83 5.00% 3.00
5/17/83 to 5/16/88 5.00% 3.00%




The inflation adjustment of $236,000 as developed on Schedule 11
and posted to Column M cf Schedule 2, reflects a factor of 1.076
applied to actual vear ended June 30, 1982, test year operating
and maintenance expenses not adjusted elewhere in this

eding. Clearly, the factor used and the aporoach in this
adjustment, which is similar in approach to the inflation
adjustment accepted by the Commission's in Docket No. F-3382, {s
2 conservative and reasonable reflection of expense increases NSP
will realize in the rate vear. Rates in effect during the rate
vear in this case which do not recngnize that a small and
reasonable amount of inflation will exist, would be another

reason revenues would not match costs.

Please exdlain what is shown in Column N of Summary Schedule 2 in

your rebuttal Exhibit (J0W-2).

Column M 1 reflect adjustments to plant related items
consistent with adjustments Mr. Hervey discusses in his rebuttal
testimony. To the extent the Company proposes to include a level
of plant investment in addition to Staff's proposal, 1 have
included the income statement effects of those adjustments in
Column M of Summary Schedule 2. The items in Column N pertain to
the inclusion of an aooropriate level of non-revenue producing
plant and an annualization of the Solit Pock Substation

{nvestment.




In your direct orefiled testimony vou requested that the
Commission consider accounting and ratemaking treatment of an
extraordinary exnense at the Monticello generating station.

What is the status of your reauest?

Due to an unforeseen change of the Monticello refueling outage

from mid-1983 to early 1984, the repair will not be completed
until mid-1984, oossibly beyond the end of this case's rate year,
As far as the current case {s concerned I withdraw any request
for soecific Commission consideration of this matter. The
expense will be isolated, as it occurs, in a deferred debit. In
the Company's next rate filing an amortization will be included
that will allow NSP to recover this extraordinary cost in
revenyes %o be collected beginninag when ratzs from the next

filing 9o into effect.

Have vou included an adjustment for the Tyrone amortization?

No, 1 have not. Stipulation discussions were not complete at the
time our rebuttal position was being developed. As Staff has
done in their recommendation, ! have not included an expense
amount for the Tyrone amortization. When the Stipulation on this
issue is completed, the proper amount will he added to the

Commission's final determination.




Noes this conclude your proposed rebuttal testimony?

Yes it does.
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Exhibit (JTwW-1)
Page 1 Of 2

INDEX TO COST OF SERVICE - INCME STATEMENT AND
REVENUE REQUIREMENT SCHEDULES

Sumary of Test Year ended June 30, 1982 Results
with Present and Proposed Rates

Income Statement for Test Year ended June 30, 1982
with Present and Proposed Rates

Summary of Actual Net Income and as Adjusted
After Detailing Pro Forma Adjustments

Sumary and Detail of Actual Year
Operating Revenue and Expenses

Sunmary and Detail of Adjusted Year Operating
Revenues and Expenses
Similar in Detail and Format to Schedule 4

Detail of Individual Pro Porma Adjustments

Flow Through Treatment of tax-timing differences
Annualization of Ordered Rates - F-3382

Increase in Wagjes and Salaries and Federal
Insurance Contribution Act (FICA) Taxes

Increase in Pension Costs

Advertising Expenses

Charitable Contributions

Rate Case Expenses and Rejulatory Assessment
Insurance Premium Changes

Amortization of Abandonment (bsts Associated with
Tyrone Energyy Park

Amortization of deferred Tyrone costs




Exhibit (JTW-1)
Page 2 Of 2

Storm Damage Schedule

Amortization of prior period deferrals in excess of 46%. Schedule

Energy Audit Expenses Schedule

Amortization of IRS Disallowed Repair Allowance Schedule
Nuclear Requlatory Commission related employee changes Schedule
Postal Rate Increase Schedule
Reversal of NRC-required Expenditure Schedule
Telephone Rites Schedule
Purchased Power Expense Schedule
Increase in Other Operating Revenue due to Effect of

Appropriate Pro Porma Adjustments on NSP(M) and NSP(W)

gxr);h:\num Agreement Billings and affiliation with

Restatement of Property Taxes to the Level of
Calendar Year 1982 Accruals

“omputation of Pederal Income Taxes with
Present anl Proposel Rates




‘orthern States Power Company (Minnesota) Exhibit  (JOW-1)
ectric Uility - State of South Dakota Schedule 1

ADJUSTED OPERATING FEVENUES, OPERATING EXPENSES,

NET DNOME AND RETURN ON RATE BASE WITH

PRESENT AND PROPOSED RATES

Adjusted Year Endel June 30, 1982

(Dollars in Thousands)

Test Year Ended

June 30, 1982
esent ol
Rates Rates

$ 40,821 § 45,738

Expmnses 33,755 36,016

perating Income s 7,066 $ 9,722

e e
Averace Rate Rase $ 86,055

Rate of Return on Average Rate RBase 11.30%




Adjusted
Test Year
Fnded
6-30-32

Exhibit
Schedule 2

(JDW-1)

Adjusted
Test Year
Bnded
6-30-32

3
With Present Proposed With Proposed

Rates

— e —

OPERATING REVENUES

Electric Revenues
Sase Rates
Residential S 17,078
Cormmercial and Industrial 19,281
Public Street and Highway Lighting 401
Other Sales to Public Authorities
Total Flectric Revenues
Other Operating Revenues
Total Operating Revenues

OPERAT! FXPENSES

Transmission
Distribution
Customer Accounts
Qustamer Information
. Administrative and General
Taxes:
Reai Estate and Personal Property
Payroll Taxes
Pederal Income Taxes
Deferrel Income Taxes
. Provision for Depreciation and
Arortization

Increase
)

$ 2,559
2,297

Rates

(A+B=0C)

19. Total Operating Expenses

Jperating Income
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Sampany (Minnesota) Exhibit

te of South Dakota Schedule 3
JES AND EXPENSES ASSIGNED Page 1 of 9
THE STATE OF SOUTH DAKOTA

r Ended June 30, 1982
In Thousands)

Page Within
_Schedule

OPERATING REVENUES

1
2
3.
4.
5
6

Electric Revenues

Base Rates

Residential $ 15,503

Commercial & Industrial 17,344
treet & Highway Lighting 340

r 33,187
Other Operating Revenues 3,785
Total Operating Revenues 3 3%,972

OPERATING EXPENSES

Production

Transmission
Distribution

Customer Acoounting
Custaomer Service
Administrative & General

Taxes:

3.

Real Fstate & Personal Property

Payroll Taxes

Federal Income Taxes

Deferred Income Taxes

Investment Tax Credit Adjustment-Net
Provision for Depreciation & Amortization

Total Operating Expenses

Net Operating Income

(J0W-1)




“~ERN STATES (MINGESOTAY
mic v - % SOUTH DAKOTA
OF CPERATING EXPINSES
YEAR ENDED
(DOLLARS IN THOUSANDS)

(JDu=1)
Y
or

ToTA
NP (M)
ELECTRIC SOUTH DAXOTA
urtILITY RETAIL
OPERATING REVENUES
EALES OF BEVENUES-ASTUAL me1
SALES OF WEVENUES-EFFECT sroREY PROREV
PERATING REVENUES

v #1135 s110
seosUCT miie s1ie
RANS STER c "z s12
TRANERISS nIZA S12A
o1 v o

518
"le

sreaT

°
7. 740




EXHIBIT____(JDK-1)
SCHEDULE
PAGE 4 OF o

IMINNESOTA)

CA¥OTA

SOUTH DAXOTA
RETAIL

on EXPENSE
ExPENSE
LOCAL

TRANSFISSION EXPENSE

N EXPENSE

CUSTONER ACCOUNT

STCMER SERVICE INFORMATION

USTOMER SERVICE
AND CENERAL EXPENSE
xe28 PLTSAL

o1
Lamom
cie




COMPANY (MINNESOTA)
STATE OF SOUTH DAKOTA

THOUSANDS )

TOTAL
NP (M)

ELECTRIC SOUTH DAXKOTA
utILLTY T

ANEA SUBTRANSMISSION

IBUTION FUNCTION
SICNRENT

TRANSMISSION

SENERAL FUNCTION




TMERN STATES POKE® COMPANY (MINNESOTA)
- STATE OF SOUTH DAXOTA
CPERATING EXPENSES
YEA® ENDED JUNE 30. 1982
IN THOUSANDS)

NEP (M)
ELECTRIC SOUTH DAKOTA
uriLITY RETA

TAXES OTWMER THAN INCOME TAXES
SEAL ESTATE AND PROPERTY TAXES

TION FUNCTION
1ONS
oN STEP UP
TRANEMISSION
ANSMISSION
~

oTA 18UTION SUBS
MASS PRCPERTY
HASS PROPERTY

GENEMAL FUNCTION
mmON

rLEcTRIC CommON
£STATE & PmORERTY se.3e7
BSELLANEOUS EXPENSES
LATED TAXES
ares

AMIRTIZATN
TYRONE EXP




(RINNESOTA) L4
UTH DAXKOTA SCHEDULE
ExrENSES
ool Ly At S
coLLARs

PAGE 8 OF 9
IN THOUSANDS)

(JD=1)
T

on FuNeT

TOTAL

ooonoo

TRANSMISSION PLT

BUTION FUNCTION

vass PmoPERTY
TOTAL DISTRIB FUNCTION
oAl P ey 6

3

tLEcTRic common
CSTHENT TAR CREDIY
° vo mEwT b




(MINNESOTAY

SOUTH DAXOTA
ETAIL

cAPACITY
- ENERCY

PLANT

CENERAL FUNCTION

tremnen
DEPRECIATION




STATES POWEW COmP NNESOTA L exmin (oW-11
TATE OF SOUTH DAKOTA SCHEDULE &
PAGE 9 OF 9
JUNE 30. 1982
THOUSANDS )

TOTAL

NEP (M)

ELECTRIC SOUTH DAKOTA
utILITY RETAIL

INVESTRENT




States Power Compe
¢ Utility - State of South Dakota
DPERATING REVENUES AND EXPENSES ASSIGNED
R ALLOCATED TO THE STATE OF SOUTH DAKDTA

Year Ended June 30, 1982
in Thousands)

Electric Revenues
Base Rates
Residential
Commercial & Industrial
Public Street & Highway Lighting
Total Electric Revenues
Other Operating Revenues
Total Operating Revenues

2.
3
5
6

ING EXPENSES

J

<

Production
Transmission
Distribution

Custaomer Accounting
Custamer Service
Administrative & General

NHEGCwo®

Taxes:

Real Estate & Personal Property
Payroll Taxes

Federal Income Taxes

Deferred Income Taxes

Investment Tax Credit Adjustment-Net
Provision for Depreciation & Amorti

Total Operating Expenses

Net Operating Incaome




NOATHERN STA'ES POWE
gLECSTRIC LY STATE SCHEDULE
PACE 2 OF 9

" company NESOTA) EXMIBIT (J0N=1)
s

JUNE 30.
IN THOUSANDS)
TOTAL
NEP (M)
ELECTRIC SOUTM DAKOTA
urILaTy RETAIL

NG REVENUES
OF MEVENUES-ACTUAL
OF REVENUES-EFFECTIVE PROREV PROREV
OPERATING REVENUES
c1ry $110
siig
812

s124

rraRT




NCRTWMERN STATES PONLR COMPANY (MINNESOTA) exmin
ELECTAIC U W DAKSTA SCHEDULE
PACE 3 OF 9

(D=11

TOTAL
NP M)
cLecrRic CUTH DAXOTA
utILITY RETAIL

our
MAINTENANCE EXPENSE
CxPEnsE
v & ENGINEEMING  OXPSE
cxro

NON ASSOC UTIL REV
rouEm




CRTMEAN BTATES POMER
CLECTRIC

COMPALY (HINNESSTA)
STATE OF SOUTM DAXOTA
NG EXPENSES
ADJUSTED YEAR ENDED JUNE 36. 1982
COLLARS IN THOUSANDS)

SOUTH DAXOTA
mETAIL

AL
BSTATION EXPENSE

CUSTOMEM SEAVICE INFORMATION

GENERAL EXPENSE

EnsE
AL EXPENSE

s m oExrENSE




UTILITY - STATE OF SOUTM DAXOTA PR e ¢

s o S PAGE 5 OF 9

YPAR ENDED JUNE 0. 19
THOUSANDS)

SOUTH DAKOTA
RETAIL

IATION EXPENSE
cTioN

seem
cTion

»aooUC

TRANSMISSION

DISTRIBUTION FUNCTION
SUBSTATIONS
CENERATION STEP UP
ANSMISSION
RANSHISSION

DEPRECIATION Ex®

800K




@

€7 COMPANY (MINNESOTA)
foecra STATE OF SOUTH DAXOTA
ts
0. 1ve2

A~

DETAIL

SOUTH DAKOTA
ETAIL

TAXES OTHMER TWAN INCOME TAXCS
.

OPERTY TAXES

ESTATE 4 PeoegATY

SELLANEDUS EXPENSES

TYmoNE €x




COMPANY (MINNESOTA)
SOUTH CAKOTA

uriLery

MOVISION FOR DEFERAED INCOME
oM LIBEMALIZED OCPRECIATION

18UTICN FUNT
UBSTATIONS
SENERATION STEP UP
BuLK
AREA SUBTRANSM
BUTION F

ASSICNMENT

AL MASS PROPERTY
8 F

TOTAL 0187

NERAL FUNCTIO

TOTAL GENERAL FUNCTION

1Jom=11

SOUTH DAKOTA
RETAIL




oncurrent Amortizations
F-3382  CQurrent Case
TAY 8]

Salance as of May 15, 1983 S 51,269(1) § 170,807(2) § 222,076

Arortization to Decerber 31, 1983 $ 51,269 S 53,378 $ 104,647

Arortization to May 15, 1984 0 32,026 32,026

Total Rate Case Expense Amortization
of First Year New Rate Will Be in
Effect $ 51,269 $ 136,673

Average unarortized rate case expense $ 153,740(3)
e

Total Amortization beginning January 1, 1982
1982 Amortization
Arortization to May 15, 1983

Bzlance as of May 15, 1983

From: Docket P-3353
Docket F-3382
Current Case

Beginning of Year 5222,076, i of Year $85,404, Average $153,740.




Exhibit (JDW-1)
ility - State of South Dakota Schedule 12
TO REGULATORY FXPENSE Page 1 of 2
ne 30, 1982

Rate Case Expense $ 136,673 (1)
PUC Assessment Based on Projected Revenues 47,909 (2)

Total Adjuste? Expense $ 184,582

Actual Regulatory Expense 205,399

Total South Dakota Adjustment $ (20,817)

Exhibit (JDW-1), Schelule 12, Page 2 of 2.

Present. Revenues $ 36,760,000

Approximate Increase 4,900,000
§ 4L, 680,

PUC Assessment Factor .00115
47,




NORTHMERN STATES POLER

°
1
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TOTAL
NP (M)
rLecTnic
uTILITY

B u
ASSICNMENT

CENERAL FUNCTION

ExMIBIT (J0M=1)
SCHEDULE
PAGE & OF @
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es Power Company (Minnesota) Exhibit (Jow-1)
ity - State of South Dakota Schelule 6

Actual Actual
Year 6/30/92 Year 6/30/82

Normalized Flow Through

S 33,187
3, 795
3,972

perating and Maintenance
Expenses

fstate ani Personal Property
1 Taxes

Income Tax

on for Depreciation

vl Taxes:

Production
Transmission
Distribution
Jeneral

S i

ow through adjustments consist of flowing through all Adifferences between
tax and book depreciation mot requiring normalization by law.




Exhibit

Schedule

Page 1 of 2
Ended June 30,

Commercial &
Residential Industrial
T’ )

$16,873,069 $18,991,277

Adjustment to Fuel Clause

205,000 290,000 4,000 499,000

$17,078,069 $19,281,277 $401, 422 $36, 760, 768

15,503,015 17,344,057 340, 065 33,187,137

sstaent to South Dakota

Revenes S 1,575,054 $ 1,937,220 $ 61,357 S 3,573,631




Minnesota)
1 3 ate >’ ;mrh Dakota
SIMBEY OF PRO FORMA ADJUSTMENTS TO
YHER MISCELIANEOUS REVENUES
Adjusted Year Ended June 30, 1982

Exhibit
Schedule 7
Page 2 of 2

South Dakota
Al locator Amount

tal NSP(
(A)

i1l Sale Ravenue $ (2,634,695)
Mrfeitel Discounts (11,372)
11,570

(2,634,497)
e e

xtion Energy Pactor E10. See Exhibit
e 2 of 2

18) (3]
037509 S (98,825)
(11,372)
11,570

$ (98,627)

(MAH-1), Schedule 12,




Northern States Power Company (Minnesota) Bxhibit (TDW-1)
lity - State of South Dakota Schedule 8
NT TO RECOGNIZE WAGE AND Page 1 of 4
TNCREASES
Ended June 30, 1982
Total WSP(M) South Dakota South Dakota
Lahor Allocation Lahor
Adjustment (6) Pactor Adjustment
TA) B) )

Production
Other Production
Demand S 6,244,156 4.0973%
Energy 415,054
Total Production 8,659,210

Transmission
Generation Step Up

347,313
13,891
119,417
s 557, 306

$ 224,658
1 Other 4,308, 895
Total Distribution S 4 '

Qustomer Accounting
System 4.8730%
local - South Makota

20, 390 4.8730% (4) 94
20, 325 20, 325
304,974

Total Customer Service &

Information 345, 599 $ 21,319

Administrative & General
System S 3,970,269 4.2117% $ 167,216
iocal - South Dakota 44,159 44,159
a1l Other 446,048 >
1 Administrative & $°%,460,476 $ 311,
al
Total Adjustment $20,273,852
e

§ 924,119

(MAS-1), Schelule 12,

for aljusted year 6/82 per Exhibit (MAH-1), Schelule

(TDW-1), Schelule S, Page 2 of 4.




Campany (Minnesota)

WGE

Total NSP(M) Flectric

Aljusted

Labor (2)

Labor

(8)

77,757 s
521,956
A s

43’ 48,961,913
18,937,010

67,

524,522
2,376,050

95,029

816, 960
.812,

601, 307
2,723,363

108,920

936, 377
4,369,

1,536,937
29,478,180
Mistribution 01

1,761,595
33,787,075
Sustomer
System

Aconunting
9,401 10,775
= South Dakota 610,580 699,830
Mher 11,131,336 12,758,430

r Accounting s 1,751, 31 1469,
Service & Information

159,881
159,373
2,390,592
2,709,536

1 - South Dakota
All Other
Sustomer

Service &

31,131,933

346,259
3,497, 565
34,975,657

302,100
3,051,518
30, 515,181

S 138,698, 246 158,972,008

Adjustment

<)
(B-A=0)

3,970,270
44,159
446,047
3,360,496

20,273,852

Actual Year Labor.
1.025799 = 1.1461723733%4
(34 factor)

az‘. r'_v A;*n!r‘.'u Increase h'-wr ©

045421 x
/82 factor) (

068300 x

1.
83 factor)




Northern States Power Company (Minnesota)
y - State of South Dakota

Labor
NSP(M) Allocation
Total Electric Pactor
(A) (8)

Tax Adjustment

Total FICA Tax Incluling Adjustments

Refl ing Wage anl Salary Increases $ 9,455,651(3) .045554 (1) $ 430,743 (1)
Actual FICA Tax for year enlel

June 30, 1982 8,007,454 .045509 (2) 364,411 (2)
Adjustment to Reflect Increased

FICA Taxes $ 1,448,197 § 66,332
—

ax is an expression of jurisdictional labor to total Company
adjusted lahor per Exhibit MAH-1), Schedule 12, Page 2 of 2.

siiction Tount is an expression of jurisdictional labor to total Company
82 actual labor per Exhi (MAH-1), Schedule 12, Page 1 of 2.

olemn C, Bxhi (JDW-1), Schedule 8, Page 4 of 4.




Exhibit (JDW=1)
Schedule B
Page 4 of 4

fear Pnded

™)
Erployees Over 35,400
Adjusted Year Labor 3,14

Limie 35, 400

t - Number of Brployees Over
- Social Security Application 5 109,881,600 (3) 6.7% S 7,362,067

- Number of Brployees Ub %o
Limit S 96,749,614 (1) 6.7% S 6,432,224

$ 13,844,291
perating Factor 63.3% (2)

Electric Operating Amount $ 9,455,651

Per Payroll Accounting analysis.
The relationship hetween electric operating and total NSP(M)

ol. A, Line 1 times Ool. A, Line 2.
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Northern States Power Company (Minnesota)

tility - State of South Dakota
RMA ADJUSTMENT TO INCLUDE INCREASED
ION AND BENEFITS

Le> sTS
Adjuste? Year Endel June 30, 1982

Exhibit
Schedule 9

Year Ended
June 30, 1982

Increase

P(M) All rilities
ion Fund Payments

ility Operating
Pension Factor (the % Electric
Pension Represents of the
Total NSP(M) Pensions)

t t Total Company
Pensions and Benefits

o introduction of

Total adjustnent to NSP(M)
Pensions and Benefits

South Dakota Pension and Benefit
Allocation Factor (Allocated on
South Dakota Adjusted Year
Labor Pactor)

Adjustment o5 South Dakota

Per Exhibit (MAH-1), Schedule 12, Page 2 of 2,

(3)

$ 22,797,700

©)

$ 3,610,350

2,428,682

4.5554% (1)

122,051




thern States Power Company (Minnesota) Exhibit
llectric Utility - State of South Dakota Schedule
PRO TORMA ADJUSTMENT DECREASING ADVERTISING Page 1 of 2
TO PROPER JURISDICTIONAL LEVEL
Adjusted Year Ended June 30, 1982

Total General Ledger Amount
Recorded and Allocated to
South Dakota $ 103,365

Test Year June 30, 1982

State of South Dakota

Included Advertising

Expenses per Analysis $ 43,277 $ 19,507

Adjustment Decreasing Advertising
Expense State of South Dakota

(JDW-1), Schedule 10, Page




tes Power Carpany (Minnesota) Exhibit
lity - State of South Dakota Schedule
ATUSTMENT DECREASING ADVERTISING Page 2 of 2

Included State of South Dakota Advertising Expense by Category

Rate Information § 11,014
Energy Information 2,265
Customer Information 2,194
Storm and Outage Information 2,405
Safety Bducation 14,916
Appliance Conservation 10,985
3udget Helper 5,879
Insulation

Energy Conservation




Northern States Power Campany (Minnesota)

Electric Utility - State of South Dakota

PRO FORMA ADJUSTMENT TO INCLUDE ONE HALF
DONATIONS IN COST OF SERVICE
ar Ended June 30, 1982

Category

Total United Way, Civic, and Educational
Sioux Falls Division Donations

Assigned to South Dakota

Actual Test Year June 30, 1982

NSP Company Share: One-Half
Amount Included in Cost of Service

$ 50,301 (1)




Northern States Power Company (Minnesota) xhibit (JoW=1)
Electric Utility - State of South Dakota Schedule 11
PRO FORMA ADJUSTMENT TO INCLUDE ONE HALF Page 2 of 4
SELECTED DONATIONS IN COST OF SERVICE
Adjustec Year Ended June 30, 1982

Way

Sioux Bwpire United Way 17,975

Canton Fire Department
Lennox Fire Department
Fireman Funds, Salem, S.D.
Boy Scouts of America, Sioux Falls, S.D.
Cripoled School Hospital &
School Auxiliary, Sioux Falls, S.D.
Lennox Community Club, S.F.
Garretson Medical Clinic
Sioux Falls Chamber of Commerce
S.F. Chamber of Commerce Marketing Plan

S.D. Oouncil on Economic Bducation

Minnehaha Chunty Parm Bureau, S.F.

S.D. Chamber of Oymerce Business Days Tickets, Pierre
S.D. Municipal laa';.m

Charber of Oznmr'! Business Days Tickets

Fire Pighters
Canton Chamber of Commerce 1977

Donation Returned
Sioux Chapter Association of Retariel Citizens
Fire Pighters Auxiliary
Junior Service L
NCC ibliday Basketball Tournament
O'Gorman Priends
S.D.

-D. Valley Hospital Auxiliary
iwanis Building Program
S.D. Symphony Tickets
S.F. Humane Society

838 58

% [w88s8883

“
~
o

Subtotal




ates Power Company (Minnesota) Exhibit
I tility - State of South Dakota Schedule
FORMA ADJUSTMENT TO INCLUDE ONE HALF Page 3 of 4
SCTED DONATIONS IN COST OF SERVICE
Year Ended June 30, 1982

Americ Legion Boys State
Boys Club of S.F.
inn-ia-kota Girl Scout Council
RIAD Circus, Shrine Circus
Shrine Circus
F. Poundation of Christian Athletes

™CA Pund Crive (Century Clud)

vement.
3 e Animals
. Downtown Development Corporation
Volunteers of Mmerica Day Care Center
Canistota Development Oorporation
Sorth American Baptist Seminary
American Legion Girls State
McKennan Hospital Sall
hers & Follies - Girls Club
vic & Dance Association
oux Falls Symphony

Sidewalk Arts Festival

Progressive Salem Association

Jaycee Poundation

. Chamber of Commerce Farm Show

Comunity on umanities
S.F. Chamber of Commerce - Sponsor Honor Student
S.F. Mayors' Prayer Breakfast
S0. Sioux Kiwanis Club
Howard wWood Dakota Felays

Playhouse




Bxhibit

Schedule

T Page 4 of 4

SELECTED DONATIONS IN
fear Ended June

Civic (continued)

Air Patrol
ildren's Hospital
Athlete Association

Centerville Pire Department
Canistota Fire Dept.
Alexandria, Fire Dept.
Sridgewater Fire Dept.
Bmer3. Fire Dept.

tic Banguet, Centerville

Augustans (bllege, S.F.
Augustana College, S.F.
Northern State College, S.F.
College, S.F.
llege, S.F.
Education for Tomorrow, S.F.
Augustana College Segent

South Dakota State Univers:
Engineering D

Subtotal Page

Subtotal Page 3

Subtotal Page 2

TOTAL




s Power Company (Minnesota)
ity - State of South Dakota
£ CHANGE
June 30,

Insurance Premisms

juring the test year

Adjustment for Projected Claims

1983 Injury Compensation

Actual test year Injury Compensation

Exhibit
Schedule |

Injuries &
Damages
T8)

Adjustment for Projected Injury Campensation

South Dakota Pactors

Impact on South Dakota Insurance Fxpenses

Production Demand Factor DI10.

S 2,565,459
4.0073% 4.873% (2)

105,115 44,299
e

See Pxhibit (MAH-1), Schedule 12,

Custamer Factor C10. See Exhibit (MAH-1), Schedule 12,




Northern States Power Company (Minnesota)
Electric Utility - State of South Dakota
PRO FORMA ADJUSTMENT TO PURCHASED POWER REFLECTING
THE AMDRTIZATION OF ABANDONMENT COSTS
5D WITH TYRONE ENERGY PARK
Tune 30,

Year Bnded

Effect on Books and Records Due to
Tyrone Reversals and Restatements
recorded in December, 1981 $ (21,490,133)
NSP(M) share of Actual billings for
Tyrone from NSP(W) recorded
8,873,861

during the test year
(12,616,272)

Net effect on NSP(M) books and
records of Tyrone entries recorded
during the test year

Adjustment o inate non-recurring
rior ani current period entries
7,072,172

Restated Tyrone Amortization for ¢

test year.
Require? Adjustment 5 Restate Purchased

Power Expense a he correct level
Pactor

South Dakota

South Dakota Impact
1) Production Demand Pactor T (MAH-1): Schelule 12, Page 2
of 2 —

of




RECOVER

June 30,

F-3353 F-3382
11/23/90-12/15/81  _12/15/81-5/17/83
A) (8)

uth Dakota Monthly Amortization

Amortization $ 23,352 S 25,724

Nrber of Deferred Months 13 17.5

Total Amortization 303,576 450,170

122,613 (1)

Carrying Charge

Total be Amortized as of
$ 572,783

Yy Amortization while accruing
carrying charges @ 1.1971% per
month on wmamortized portion over

55.5 months

Test Year Amount

1362% Aoplied to the Deferrel Accumulated Balance of Case
rpound Rate of 1.1971% for Case F-3382 per Ordered Capital
tes Computed and Applied are Consistent with Settlement Agreement




Exhibit (JT
Schelule 16

Distribution

Storm damage expense incurred during
period 1978 - 9/30/82

Year 1978 72,283
Year 1979 24,518
Year 1980 61,701
Year 1981 30,799
Year 1982 through 9/30/82 78,117 (1)
Total €ive-year period s

Average storm damage expense incurred
over five-year period 1978 - 9/30/32

Year ended June 30, 1982 actual stoim
damage per Company books

Adjustment to increase storm damage
expense (line 7 less line 8)

Includes extraordinary expense of July, 1992 storm. Excludes balance of
1932.




Northern States Power Company (Minnesota)
Electric Utility - State of South Dakota
TO PROVISION FOR DEFERRED INCOME
N OF TAX TIMING DIFFERENCES
N EXCESS OF 46 PER CENT
Adjusted Year Ended June 30, 1982
(Dollars in Thousands)
Adjustment
to Provision for
Deferred Income Tax
—_—

Production:

Production Excluding Nuclear Fuel s (1,450)
Nuclear Fuel 8
Total Production
Transmission:
ration Step-Up
Bulk Spply
Direct Asignments-South Dakota

All Other
Total Transmission

Distribution:

Generation Step-Up
Bulk Swoly
All Other
Total Distribution
General:

System
Direct Assigiments-South Dakota
All Other
Total General

Comon:

System $(1)
Direct Assigrments-South Dakota 0
All Other ( 0

Total Common 20) $ 11y

T™otal Electric s (89)

Production Demand Pactor D10. See Exhibit (MAH-1), Schedule 12, Page 2 of 2.
Production Energy Factor E10. ", = ' X .
Transmission Demand Factor DSO. ™ i = " b
Prod., Trans., Dist. Pactor PTD. " " " = )
Seven Month Amount of Excess Deferral per Docket F-3332: Bxhibit 24 (FDS-2), Schedule

4, olum C, Line 2.

BB W




South Dakota
Sioux Falls Allocation South Dakota
Division Pactor Amount.
[+

South Dakota Energy Aulit Expense $ 6,508

General Office Expense Associated with
South Dakota Energy Audits

Total Energy Audit Expense

on 1991 Actual Space Heating Customer Factor.
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Northern States Power Company (Minnesota)

Electric U ty - State of South Dakota

PRO FORMA ANJUSTMENT TO RECOGNIZE NUCLEAR REGULATORY
COMMISSION (NRC) RELATED EMPLO

RESULTING IN INCREASED LAROR AND

1juste? Year Endel June 30, 1982

Labor Expense Adjustmen

Nrber of Additional Bwloyees

Required due to NRC requirement:
Total

Average Annual Power Production Wage

Adjusted for lLabor Increases for

the Test Year. (1)

Additional Labor Expense (2) 4.0973% S 40,078

—
FICA Tax Adjustment

Additional Employees Required

Wage Limit on FICA Taxes

Additional FICA Base Labor

FICA Tax Rate

Additional FICA Taxes (3) 4.5554%

ly rate as of Jude 30, 1982
labor Increase Factor-Test Year
Monthl te

labor Increase Factor-Test Year
Year

Year

South Dakota Production Demand Factor D10, Per Exhibit (MAH-1), Schedule 12,

South Dakota lLahor Factor, Per Exhibit (MAH-1), Schedule 12, Page

20f 2




Norther tates Power Company (Minnesota) Exhibit (JOW-1)
Electric [Rility - State of South Dakota Schelule 21
PRO FORMA AD rm— TO ANUALIZE POSTAL
RATE INC
Adjusted -'nx! ded June 30, 1982

7/1/81 - 10/31/81
A

To reflect rostage increase from 18¢ to 20¢ effective Novenber 1, 1981




Company (Minnesota) Exhibit
te of South Dakota Schelule

jjusted Year Endel June 30, 1982

Total NSP(M) South Dakota
Electric Allocation South Dakota

Rilit Pactor
=

Total Operating Expense
Adjustment. to Correct Prior Period
Restatements Recorded in December,
1961 and February, 1982 $ 1,702,839 4.0973% (1)

Adjustment to Begimning of Year
Plant Investment $ 1,702,839 4.0973% (1)

Average Rate Base Adjustment (2) s 851,420 4.7973%

(1) Demand on Pactor D10, See Exhibit (MAH-1), Schedlule 12, Page 2 of 2.

2) One-Half of Line 2.




Northern States Power Coympany (Minnesota)
Electric tility - State of South Dakota
TO REFLECT THE EFFECT OF
N COORDINATING

June 30, 1982
1 Thousands)

(1) 4.0973%

Coordinating
Revenues - Damand 4.0973%
Adjustment to Coordinating Agreement
Revenues - Demand 4.0973%
LSDP Savings ., 695 4.0973%
Total Adjustment to Coordinating
Agreement Revenues - Demand

ordinating Agreement Revenues -
T3y Restate!

Less:

Actual Coordinating Agreement
Revenues - Energy

Ajustment to Coordinating
Agreement. Revenues - Ene:

LSDP Savings

Total Adjustment to Coordinating
Agreement. Revenues - Energy

Coordinating Agreement Revenue Bulk
Power - Restated

Less?
Coordinating Agresment Revenue Bulk

Power - Actual 4.0279%
Total Adjustment to Coordinating

Agreement Revenue Bulk Power
Total Adjustment to Other

Coordinating Agreement

(Lines 5 + 10 + 13)

Production Demand Factor D10. Exhibit (MAH-1), Schedule
Energy Pactor E10. ¥ "
) Transmission Demand Factor DS0.




Exhibit (Jow-1)
Schedule 27
INOOME TRXFS WITH
PROPOSED RATES
Year Ended June 30, 1982
Dollars in Thousands)

State of South Dakota Electric
T Present  Proposel
Rates Rates

Actual  Adjustel  Adjustel
Average Rate Rase $ 73,931 86,05 86,055
0 8,276(1) _8,276(1)

Average Construction Work in Progress

Total Rate Base for Interest Expense

Calculation 73,931 94,331 94,331

Amount Representad by Debt 2 .4548 -

6/30/82 Actual: .4554 - 6/30/82 AMdjusted 33,624 42,958 42,958
Amount Represented by Preferred Stock -

$3.60 Series @ .0126 6/30/82 Actual:

L0117 - 6/30/82 Adjusted 932 1,104 1,104
Interest costs @ .0815 - 6/30/82 Actual;

.0828 - 3/30/82 Adjusted 2,740 3,557
Preferred Dividends Paid on $3.60 Series

@ .0358 (P) 40
NET OPERATING INCOME - BEFORE INOOME TAXES 8, 660

Provision for Depreciation and Amortization

Nuclear Fuel Consumed

Deferrel Income Taxes 538
MV & DP Depreciation Charge Back RE)
Barge Depreciation Charged to Operations 4
Investment Tax Credit Adjustment Net 431
Repair Allowance Amortization 2 92

8,243

8,123
3,556

10,141

21. Preliminary Taxes 0 .46(N) - .14(P) 4,658

tment Tax Crelit - Generated 7 B804

FINAL FEDERAL INCOME TAXES

nsistent With Use of Gross of Tax AFUDC Rate as Discussel in Mr. Hervev's
Testimony.




DOCUMENT (S)

DISREGARD

BACKGROUND




Before the Public tilities Conmission of
the State of South Dakota
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Docket No
Prepared

John D. ¥

Please state your name, tusiness address, and position with

Northern States Power Cawpany (Minnesota) (HSP).

John D. W r, 414 Nicollet Mall, Minneapolis, Minnesota 55401.

I am a Senior Rate Analyst in the Electric Revenue Requirements

Department.
what are your duties?

1 am responsible for preparing cost of service studies for our
varicus electric utility jurisdictions, as well as performing
occasional special studies. This includes gathering and
verifying the necessary revenue, expense, and plant data, and
directly assigning or allocating this data to the proper utility

and jurisdiction.
what is your educational and professional background?

I am a graduate of the University of Minnesota, Minneapolis, with
a Bachelor's Degree in Business Adninistration - Accounting. I
hold a certificate as a Certified Public Acccuntant in the State
of Minnesota. 1 am a member of the American Institute of
Certified Public Accountants and the Minnesota Society of

Certified Public Accountants.

What is your work experience with Northern States Power Campany?

y employment at NSP as an Accounting Scecialist in

Material Accounting in June, 1376. I worked in the areas of
invoice processing, inventory contrel, ard preparation of the
department operating budget. In January, 1978, I was pramoted to
Accountant Senior in General Accounting where I was responsible
for fuel accounting reports, and fuel clause adjustments, as well
as special projects. 9, I rtransferred to Revenue
Requirements as a Rate Analyst and was pramoted TO my current
position in December, 1980. In Revenue Peguir =s I have been
primarily respensible for the technical praparation supporting
revenue requirements in South Dakota Docket Nos. P-3353, F-3382,
and the current case. I have also been involved in all of t!
Minnesota and North Dakota electric rate cases filed since

joining the department.

What is the purpose of testimony?

The purpcse of my testimony is to present financial data
relating to the cost of service and revenue requirements of
Northern States Power Campany

electric utility service in the

testimeony specifically supports the income s

the South Dakota cost of service.

additicnal revenue requirements of $4,917,000,

about 13.4%, necessary "o provide an overall retutn on rate base

of 11.30% as recommended by )




Hervey presents testimony ard financial data suppcrting the rate

base portion of the cost of serv:

Please explain the organization of your testimony.

mony consists of the following parts:

jiscussion of fundamental principles and prac

recognized in the study, and

A detailed discussion of Exhibit (JOW-1) which shows and

ts forth NSP's need for a rate increase and suports the

adjustments for known and measurable changes.

Conclusi

you please cutline the conclusions resulting fram the

study and analysis of NSP's South Dakota utility operations?

“€ our study, based on adjusted year ended June 30,
shows that with present rates, N
an average rate base and a return of
This is clearly inadequate in
wers' testimony that an owvers rate of return of 11.30%,
acting a return on cammon equity of 16.00%, is needed to

and maintain capital on reasonable terms. An overall

crease in revenues of’$4,917,000, S is necessary

to earn the 11.308% overall rate cf raturn recommended by Mr.

and practices recogni

r conclusions.

s used alloca
in Mr. Hervey's testin
and expense
cate the proper

or names used may be found wi




Pro Forma Adjustments

A.

You mentioned a need for certain pro forma adjustments when a
historic test year is used for ratemaking. Please discuss the

specific pro forma ad h ycu refer.

The pro forma adjustments to which I refer relate to income sta-
tement changes that can be determined with reasonable certainty

and are within the Cammission's guidelines as discussed by Mr. Bervey.

The changes pertaining to the incame statement include
adjustments to:

Flow through treatment of certain tax-timing differences

Annualize retail rates ordered in Docket F-3382.

Operating labor

Pension costs

Advertising expenses

Charitable contributions

Requlatory expenses

Insurance premiums

Amortize abtandonment costs associated with Tyrone, a
proposed nuclear power plant.

Include an amortization of deferred Tyrone costs.

Storm damage

Amortize the reamainder of tax deferrals made in prior
vears at a tax rate in excess of 46%.

Include energy audit expenses.

Include the amortization of disallowed repair allowance.

Labor expesse due to employees added because of Nuclear
Regulatory Camission (NRC) requirements

Postage costs

Production expense to reflect the reversals of prior period
NRC-required construction expenditures.

Telephone es

Purchased power expense

and related items
in Exnibit

Each of these adjustments will be discussed in detail in the

hird part of my testimony which explains Exhibit

All of these prc forma adjustments are necessary in order for
the rates established in this case to be based on a set of test

year earnings and investment relationships that came as close as

possible to representing relationships and conditions that will

exist during the period when the rates will be in effect.
Review of Exhibits

Please outline the nature and mechanics of NSP's data in
support of its applicat for an increase in rates.
of the SDPIC as cutlined in Chapter 20:10:13
for filing a rate increase application,
requiring that certain data in the form of letters, statements,
schedules, and working papers must be filed in support of the
application.
The rules also provide that NSP may £ additional information
that it deems appropri in suppert of its application. In
crder to provide o“atinuily in organization of its
presentation, NSP has prepared this applicati 1 essential

two parts.




the spe-

schedules ragui the rules. The

of the testimony and the relatad exhi-
nesses appearing half of NSP's
the formal stataments or schedules
the formal
witness, a sheet is (NSP-1)
appropriate place stating that this filing requirement is m
the witnhess.
the beginning of Bxh. (NSP-1) lists all

and schedules and specifies the witness who is
em. In this manner, NSP has met its formal

aments throogh Exh (NSP and is

supporting its application by the direct submittal of testimony
and exhibits which may or may not be included in the filing

requirements.

11 you please discuss the test period which you have used?

establishing the cost of electric utility service

I have used the year ended

The schedules wh
vice and revenue raquirements presentation are principall!

nd

both appropriate and

accurate for




case since the statutory amendment wh
the near

changes occurring up to 24 months
more ¢ 0 test
iod. This should allow the Camniss

the same anticipated costs which would

projected test year. In theory, a Frevious ussion of the test period uti
zal year should look very much like a this case, did vou mention an exhibit whi
A projectad test year, however, is based with this appl on?

on the cperating budgets of the Company. By way of

istorical period results fram a long
series of camplex and labori us camputations which serve no pur= v you what is marked and ident
d, "Cost of ce-Incame Statemen

pose beyond the immediate rate case. like trying

last year's car to look like the new model Requirements” and ask

supervi

Wwhy not simply purchase

In this filing, =he Campany has temporarily laid aside its
advocacy of a projected test year, choosing to concentrate on
the new 24 month standard. Same of the pro-
pr further into the future than those
cases. However, we have not gone as far as the
new law might allow. The same restraint in minimizing the
amount of rate increase throughout the ing has affected
the test adjustment process. The adjustments we propose
will help educe regulatory lag and attrition but will not

eliminate t The Campany hopes that as the Cammission gains




The present and proposed e

= Mr. Huso shows in his Exhibi
The other operating revenues are recorded

ing expense and net operating income. The
the South Dakota jurisd.
ved fram NSP(W), recorded

come is 57,066,000 wi present rates and
To measure the reasonabl
jurisdiction on a demand or energ

ate w

proposed rates.

st rate base as developed by Mr. Hervey wh
reflect the demand or ener

o of
nues recel

line shows the rate

pase to be 8.21% at present
5 '8 detail, the

sarned on average oOrig
308 with proposed rates.
act

3 please explain what Schedule 2 shows?
wse of Schedule 2 i
acjustec
ve on test year revenue and expenses.
aEount 0, 1982 and is supported by
ude the pro forma adjust-
n act

ted test year ended June 30, 19€2
Colum B shows the
increased

additional revenues and expenses resulting fram the
The increased expense 1S
test
1 ¥ of this schedule shows

rates will ha
Colum A is the adjus
data taken from Colum X of Schedule 3.
conditicns

the pro form acjustments

r adjustments will be

e

rates as proposed in this proceeding.

the Campany will pay as a result cf the ra
Colum C shows the of adding the amounts of
Cciams A and B. I have then forward to Schedule 1

; data fram Colum

the amounts of




index to assist in the understanding of

treatment and indicated preference

1ts and allocations are made fram the
cuth Dakota jurisd deductions not required to

in which these totals are determined is
e Campany, per bocks and records, normalizes the tax-timing

camprising the subsequent eight
differances associated with capitalized owerheads (payrcll
raxes, praperty taxes, sales taxes, and pensions
T —— truction); storage and osal costs
decammissioning, salvage, and removal expenses associated with

Schedule 5 shows the same detail of operating
erence between biox and

and expenses as 1S shown in Colum X of Schedule 3. The
g 5 as all other tax-timin
arrangement and detail are simi lar in format to Schedule
Prior to the enactment Econamic Recove
difie sific

NSP was not reguired to norma di rences Spec

Adjustment Schedules
To the extent that ERTA requires normalization on

tion of your exhibit and
oost-1980 property, the amounts § 3 how continued

Please continue with the explan

discussion of your adjustment to £low through tax timing
Cannission acceptanc

differences not required hy law to be normalized.

The next 21 schedules detail pro forma adjustments made in this

Schedule 6, the first of these, shows the changes
the Camnission's preference for flowing

required to be normalized.

djustment is necessary because the Camany's books and T

reflect the normalized accounting treatment of its principle
pro forma adjustments

jurisdiction, Minnescta. while NSP continues to support

rate case?

normalization, the Campany is also aware of the SDPUC past




L

Do

tax t
nissionis
ing funds provide for
s eventual decamissioning or disposal. For assets
0, any provisions to sinking funds are con-
be salvage and re normalization as ERTA i
This would apply to all Campany-

the reactor after December 31, 1980

depreciation rates.

Because of the negative salvage condition requiring the sinking
funds, the book expense is in advance of recognition of the
expense for tax purposes, thus creating a negative provision for
deferred taxes under normalization. The Camwpany, in moderating
ling, for administrative reasons, and to provide a better
matching of costs and benefits, proposes to normalize all provi-
sions to the sinking funds irrespective of the vintage
generating t wisions. On a prospective basis, this full
funds results in a reduction in net
1 and 2 of Schedule &

included in Colum W of Schedule 3.

3 Iy the Camission
I would strongly propose the Cammiss
ciming differences.

a prospective basis, all but one

In order for NSP to use the ACRS
disqualification, the only remal
ions wh
A) which

Interperiod Tax Allocaticn

construction expenditures

property taxes, and sales

rather than capitalized.

o

reduce cost of service. smatzh

may be flowed through 1S

adopt full normalization

ates, on

item.

s Camprehensive
for NSP consists of

sion costs,

future £lowbacks

of costs and benef

sident regarding C

ow thr

deduction for these




venue requiranents on the asset

Later when the asset becames part

the rate base providing benefits to custamers who are supporting

the revenue requirements or to

and benef

+ £low through of these CITA benefits is not
for custamers or the Campany. On one t
varying magnitude of construction expenditures, customers may
not receive all benefits to which they are entitled. On the

her hand, the authorized revenues are reduced during
construction and increasingly so during heavy construction when
the need for earnings and cash flow is the greatest.

NSP has taken the first step by including a large reduction

enve requirements due to normalizing the sinking funds. As

scussed by Mr. Berglund in his testimony, the South Dakota

Camission should authorize full normalization including the

It would be unfair and inconsistent to accept on.

normalization wh provide current reductions in
s and not accept the aspects such as CITA which currently

increase in rates. is is especially fair when, as
circunstance, t effect on South Dakota's custamer is
of §2 Full

d allow 100%

rent
ance with

-e, and make South Uaxc
other jurisdict

twc sets of
rative purden of maintaining two sets
nistrati

lization
further why NSP advocates normalizat

Jow through treatment of tax ti
than flow through trea

SP ntains its bOOKS an ~ords reflecting the fu

maintal ks and records ref

NS

normalized accounting X tment € ; the Minnesota
ed unting treatmen sanctioned by

ormaliz COO s

is fully normalized treatment

jurisdiction. -
North & A an
consistent with the regulation in North
1 y Regu
recently required by he Pederal Energy
:TR:> in their final le, Order No. l44.
the FERC addresses and discards the rationa
jnu"mr.' rraditionally proposed by SDPUC staff and
proponents of flow throt unting.
t tax normal
in rates than does

\es that tax norm

the deduc

These costs are allocate
the construc

have besn actually paid




Please describe same

Order.

sts the following advantages of its tax normalization

Such a policy balances the obligations to ensure reasonable
‘rates to rate payers while maintaining the financial
egrity of the public utilities and natural gas pipelines
requlates.

2. Tax normalization is more properly cost-based than flow

through.
Tax normalization meets the "actual taxes paid” principle
fram both policy and legal standpoints.

4. Tax normalization meets the just and reasonable rate
standards of the Federal Power Act (FPA) and the Natural Gas
Act (NGA).

Tax normalization is likely to result in rates and revenues

that are more stable over time than flow through.

No adverse efficiency incentives are given to camanies by

the use of tax normalization.

- The issuance of this generic rule requiring tax

normalization will eliminate the ongoing controversy and

rrendant ncertainty arding the appropriate
:"::sce;'.x cous timing difference transactions
of mi by -

amission's rate proceedings. The result )
administrative efficiency and clarity should benefit
consumers , regulated utilities, and the Camission.

its adopted rules after the FERC

1 te many ¢
SOPUC has patternec :
The S0P F cation of improvement

5 j an indi
It would be appropriate and an

srmalization.
to also adopt norma

rules -
tion for the SOPUC
piect of normalization been extensivel
supbject of T lization has

subject of

+o a FERC Cammission Order No.

rding tf
the Camission regarding

back

parties provided caments to v iy
sbiect in Docket No. RMBO-42. There is ample Dbasi »

g ission to reconsider 1ts previcus determination ar

3 t rate
in this and subsequent ra

SDPUC Comm. £ilings.
. £ normalization
support

3 b o reves
What ad-ustments ao you show

Page 1 of Schedule 7 shows
‘ ver e flecting annualiza
1 ues toc a level reflecting annua
retail reven

v -3382 wh
ordered rates fram Docket No. F-338

Decambes

ther cpera

+o annualize retail revenues




eliminates forfeited discounts from

test year consideration by allowing a 1% late payment charge to

be recorded below th th is offset by a reducticn in

ve lead days used in determining cash working capital to 20
Mr.

Hervey addresses this issue in his testimony. Line

2 on Page 2 of Schedule 7 shows a reduction of $11,372 to other
revenues.

A rate design change allowed in Docket F-3382 was to increase

service

connection fees fram $10 to $12. The increase of $11,570
revenues shown on Line 3 of Page 2, Schedule 7,

the annualization of that increase.

the retail revenue increase of $3,573,631 shown on
Page 1 of Schedule 7 is an adjustment to fuel clause revenues of
$499,000 to reflect increased test year nuclear fuel expenses
he inclusion of non-revenuve producing plant
discussed by Mr. Hervey. The $499,000 was

a1l class through the addition of .069¢/Kwh to

clause adjustment as explained in Mr. Huso's testimony.

The amounts from Schedule 7 are transferred to Colum C of

pro forma ad)
of Schedule 8 shows the pro forma .
- known wag lary increases which occurred
flect the e and salary increases
i gt tiCip ted for
year endec June 30, 1982, and those anticipa
during the ¥ J -
tmer. made ng an approach
1983 and 1984. The adjustment wes o using
. 382 irst,
+ used and adopted in Docket F-3382. F
1 tha
PO t ization of
year labor was adjusted w0 reflect annuali
actual test Y . -~
ease in September, 1981, an overall increa
a merit incr N
ranted on Ap!
1962, and a non-union merit increase gran
January 1, 1982, -
983 increase percentage of 6.88%, as provided
1, 1982. Then a 1387 ince e
N s ar ies to tf
tion and Benefits Department, was anp
by the Campensation ‘
Ludi t test year
1 st year labor expense including the
R h oerformed by the
zation previously 7 stioned. Research per:o
: jcates that an increase
on and Benefits Department 1 icates
Campensat i
) for 19 1 have ag
ragnitude will be granted for 1984, 1 have app
like magnituce 1l 3 . =
2.76% to the results of
t of about 2.76% to U
increase percentage of
two computations to restate test year
- year foll
o be in effect during the first year
expected in e
this case,
3 effective date of rates m t
expected eliecti
4 1/2 month -
D . An increase i
accepted by the Cammission in F

1 Schedule 3.
expenses of $924,119 is posted M

taxes associatec

11 increase
increases, as well as inc:




increased fram $29,700 in 1981 to $32,400 in
as of July 7, 1982, $35,400 was expected to be the 1983

saximam which was used in the adjustment discussed herein.

Srployaes’ annual salaries were adjusted by the increase factor

- and then grouped by those above
and below the salary cu of $35,400. The aemloyee count and
dollar spread was then used campute the FICA tax adjustment.
The result is an increase in FICA-related payroll taxes of
$66,1332 which is shown in Colum D of Schedule 3. Asof
November 9, 1982, the federal government raised the 1983 maximum
+5 $35,700 in response to shortfalls in current social security
payments. Perhaps even more increases can be expected in the

future.

Please continue with your explanation of the pension adjustment

shown on Schedule 9.

Schedule 9 shows an adjustment necessary to reflect the cost of
ions which the Campany expects to incur in the year ended
1984. The pension accruals are developed annually bv the
nationally recognized expert on pensions and
accruals are then disbursed to area banks who
administrate the fund. The 1983 and 1984 amounts Geveloped by
the Wyatt Campany became part of the basis for establishing the

labor loading rate that will actually be applied to record labor

‘expense during the year following the effective date of

for this case. In this way, the period chosen for the
adjustment is consistent with the aforementioned labor
adjustment. Also shown on Schedule 9 is an adjustment to
include the annualized costs for the same peri related to a
dental plan beginning January 1, 1982. The total pensions and
penefits adjustment amounts to an increase of 5122,051 for the
State of South Dakota and is also posted to ( mm E of Schedu

3.

Wwhat is the purpose for the adjustment to advertising shown on

Schedule 10?

This schedule shows a pro forma adjustment necessary to exclude
portions of advertising expense actually incurred during year
ended June 30, 1982. I have carefully reviewed the advertising
expenses incurred and have included only those categorl

benefit the ratepayer. The categories included are

have been included
reduces advertising

shown in
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wins

ORI

contributions which mpany made in South Dakota during tr

year ended June 30,

I have included only one-half of selected contributions in order
ovide for a sharing of this expense between customers and
sharenclders. This proposal provides an equitable
distribution of this cost for contributions which are reascnable
amount and directly beneZicial to the South Dakota servi
area. Charitable contributions are a normal and appropriate
corporate expense which should be included in the South Dakota
cost of service. Under cur proposal, the benefits to our
custamers and their community would clearly exceed the costs.

Mr. Berglund and Mr. Butterwick provide further discussion on

G of Schedule 3 reflects the amount shown

Please explain the regulatory expense adjustment shown on

Schedule 12.

Schedule 12 shows the amount required to continue the
aortization of rate case expenses fram Docket F-3382, as well
as provide for a similar amortization for expense relating to
the rent case. The difference between the actual expense
incurred in Docket F-3382 versus that estimated and currently
being amortized, plus the estimated costs for the current case

including the increased South Dakota filing fee of $75,000, is

ivional . Asin
included as a separate layer of addirional expense. As
Dockets F-3353, and F-3382, the new layer of axpense 1S

The total test

amortized over tWwo years beginning May 17. 1983.

year expense also reflects the expiration of the F-3382

amortization December 15, 1983. The wamortized rate case

expense is determined by averaging the amcunts remaining fram

each amortization at May 17, 1963 and May 17, 1984, Mr. Hervey

has included average mnamcrtized rate case expenses

ijusted Sout kota rate base.
datermination of ad usted South Dakota

reizatl djustment 1s
In addition to the rate case expense amortizal adj

3 hearing E@Hd
an amount of $47,909 %o i ude the PUC special hearing = nd

3 level o n for the
assessment reflacting the requestec level of revenues IO

t is determi ¢t the new rate of
test year. The assessment 1S determined a

s versus the old rate of. 00100.

.00115

The net adjustment to reduce test Y regulatory expense by

$20,817 has been posted to Colum E Schedule 3.

the nuclear power replacement
Has there been any change in the nuclear power rep.

1 lectric Inst Limited
insurance issued through the Nuclear Electric Insurance imi t

(NEIL) Campany?

Beqinning in 1982, additional coverages wer2 purchased

above those included in the allowed cost of serv
F-3382. The annualized cost for this additional protection




WA e e @

A e

ides coverage \p to $500 million for excess property damage,
cally site decontamination, in the event a nuclear unit

failure.

adjustments to insurance expense within your

e 13 also shows the results of a camparison betwe
total insurance premiums including property insurance, NEIL I,
NEIL II, medical claims, and injuries and damages premiums and
claims that have occurred in the actual year ended June 30, 1982
and which are anticipated to occur in 1983. The sum of these
~hanges, including a full year of NEIL II, results in an
increase in operating expense of $149,413 for South Dakota and

is also posted to Colum I of Schedule 3.

what adjustments are necessary regarding the amortization of the

abandoned Tyrone nuclear generating plant?

Two adjustments are necessary to reflect the correct level of
current expense in purchased power. First, an adjustment must
be made to reverse the journal entries recorded in December,

1981 which pertained to prior periods and were required to
restate the expenses recorded in those prior periods to the
ordered amortization per FERC Opinion No. 134, issued December 3,
1981. Next, the current test year expense must be restated to

the ordered level.

Removing the prior and current.period expense reversals
increases South Dakota test year expense by $516,927. Including
the current amortization at the ordered level for a full year
increases expense by $289,768. Those amounts are developed and

cambined on Schadule 14 and posted to Colum J of Schedule 3.

Please explain why the Carpany has again included in the South
Dakota cost of service Tyrone amortization for a power plant

cancelled by the Wisconsin PUC.

£irmly believes that as customers of all its jurisdictions
share in the savings and increased reliability benefits of its
intagrated power system, So should those custamers share in the
risks and costs of that system. Mr. Hervey discusses
integrated system in his testimony. Had Tyrone been
bui it would have produced low cost, reliable energy for
South Dakota customers, as well as for all custaomers within
NSP's service area. The cost of cperating the plant would have
been allocated to South Dakcta customers on the same basis that
the cost of amortizing it is allocated in this rate filing.
Fram an accounting and ratemaking standpoint, the funds NSP
advanced were for the development a pcwer plant that would
eventually serve all of its customers' needs. Due to reasons
unforeseen when the roney was camitted, mostly by contract, the
plant required cancellation. NSP chose to fcllow prevailing

precedent and requested the loss fram ratepayers over a p riod
F : per
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mut did not request a return on the unamorti
balance. T has been a common method to share the loss. The
sharsholder foregoes a return on funds he has advanced and the

ime, provides a return of those funds.

ighth Circuit Court of Appeals wpheld that
one expenses has been allowed by
in Minnesota and North Dakota, as well as in South
Dakota's Hughes County Circuit Court. Clearly, the Tyrone

expense is a proper component of South Dakota's cost of service.

Please explain the adjustment for deferred Tyrone costs.

The deferred Tyrone costs are those deferred by the settlement
aqrecment in Docket No F-3353 and by order in Docket F-3382. I
have restated the Tyrone amortization to a ten year level and
recamputed the amount deferred including carrying charges, per
the F-3351 settlement agreement, fram November 23, 1980 through
December 14, 1981 consistent with the period rates fram Docket
F-3353 were in effect. I then continued accumulating the Tyrone
expense fram December 15, 1981 forward until rates from the
case go into effect, which we anticipate to be May 17,
1983. The carrying charges accrued du that period of time
were computed based on the ordered capital structure fram Docket
F-3382, with the canpounded monthly rate consistent with the

methodology prescribed in Docket F-3353. The total accumuilated

30

amount at May 17, 1983 is $897,942. I then camputed the mcnthly

amortization fram that point until the likely termination cf the

FERC-required amortization projected to be January, 1988 (55.5

months) allowing for carrying charges camputed by using the

F-3382 campounded rate on the unpaid talance. This approach is

consistent with the settlement agreement in Docket F-3353 and is
r to camputing a mortgage payment. The mont:

amortization related to the deferred amount is $22,238, ard

test year amount is $266,856. Schedule 15 shows the amount

developed with the result posted to Colum K of Schedule 3.
the expenses related to stom damage arriv at?

16 shows the average of calendar years 1978-1981 plus
nine months of 1982 compared to the storm damage
rred in the actual test year. No adjustment 1S 1
ion, and an adjustment of $34,783 was made to
ating the adjusted year storm damage expense to

equal the average of the five above-mentioned periods. These
adjustments will allow NSP to begin recovering, in the new
rates, same of the excessive COSts incu red

Sioux Falls. Colum L




WAL oD

NI A

xded the remaining seven months of the amortization
ved in Docket F-3382. Mr. Hervey has included
ustments to accumilated deferred taxes to reflect the
29 months of the amortization in the beginning of the
n the rate base development. An adjustment reducing
sion for deferred income taxes by $89,000 has been

~amputed on Schedule 17 and included in Colum M of Schedule 3.

explain your adjustment to include energy audit expenses.

Schedule 18 shows the allocation of General Office and Sioux
Palls division energy audit costs to South Dakota. These costs
were measured for the year immediately following the likely date
rates for this case will go into effect and included in the

adjusted test year cost of service. $9,122 is posted to

Colum N of Schedule 3.
Please describe your adjustment to amortize repair allowance.

Pollowing an IRS review in 1981, agents determined that
$39,575,000 in previously claimed repair allowance tax

ions did not qualify under their interpretation of the tax
law. The tax deductions af ting South Dakota's rates were
taken between 1975 and 1979. Due to the South Dakota
Cammission's position on flow through accounting, these
deductions were flowed to customers in rates set in Dockets

P-3062, F-3188, and F-3353. Docket No. F-3382 included a five

year amortization of the disallowed tax bene: custamers had

reviously received as reductions in their rates. The average

alance was included in the rate base as a woerkig

Negotiations with the IRS were campleted in October, 1982 with
the disallowed amount of repair allowance tax deductions set at
$26,465,391. I nave recamputed the agortization on a
prospective basis, beginning May 17, 1983, and extending over
the remaining life of the Cammission-adopted amortization. The
remaining amortization amount as of May 17, 1983 was computed
£ull credit to ratepayers for the amounts included in
t time and is consistent with the method and
proposed by the SDPUC Staff in Docket F-3382.
amortization related to the test year of $92,000 is
Schedule 19 and included in Colum O of Schedule 3.
Hervey has included the test year average nrecovered amount

$275,000, in working capital.

red as the res

ragulations?

Yes. A labor amowr
through 1983, is shown on Schedule

required primaril




NRC requlations. Additional FICA of taxes of $2,917 have also

been camputed on Schedule 20. The results of this adjustment is

posted to Colum P of Schedule 3.
increase during the test year?

1981, postage rates increased
An adjustment of $4,091 to reflect the South

camputed on Schedule 21 and posted to Colum

Why have you included an adjustment to reverse an NRC

expenditure as shown on Schedule 22?

During 1979 and 1980, expenditures of $1,702,839 for the total
Campany, were required by the NRC for safety related
isprovements at the Prairie Island generating station. These
expenditures were expensed at the time they were incurred.
Following an accounting review, it was decided these

should have been capitalized. BEntries recorded

1981 and February, 1982, reversed the expense

it as plant investment. In doing so, South
Jakota test year expenses were understated by $69,770. In

disposition of the entries, the
ng-of-year nuclear plant investment balance was also

understated by the same amount. To properly restate the

oduction expense levels, I have reversed the

increase

; the same amount.

Schedule 3.

Please &la he talephone

Schedule 23.

$875. On October 18, 1982

to other production cperating axpense.

ing of year investment
Hervey has increased beginning otf year is

The expense adjustment

increase Y

increased 40% effective
that incresse raises expense
the South Dakcta PUC approved a
.6% increase to 9©
increase,




generate and
as well as a variable charge

fuel and cther production costs. Due to the econamics of a

large scale integratad system with greater flexibility and
larger, more efficient plants, production costs are lower which

lower priced energy to customers. The Coordinating

Agreement consists of three FERC approved rate schedules between

NSP-MN, NSP-WI and LSOP. These rate schedule designations
in a FERC Order in Docket No. ER82-485-000, are

FERC No's 416, 67 and 30. The original agreement between NSP-MN
was approved by FERC to bacame effective October 10,

is approval, an amendment to the original

and NSP-WI
1971. Subsaquent to th
agreement was approved by FERC to include the costs incurred in

the development Tyrone Nuclear Plant in

~ampliance with FERC opinion No. 134, sued December 3, 1981.

amendment has been included in the body of the Coordinating

Agreement upon FERC's approval of LSDP becaming a third party to

the Agraement in Docket No. ER82-485-000 and therefore is a

s you made to purchased power as

“oordinating Agreemen

982, pracert cation expenses relating to

development costs are no longer being billed to

M) fram NSP(W). I have reduced purchased power expense

yroduction and 316,003 in bu
I have included no additonal
ustments to reflect potentially her pro forma levels of

expense Or investment that may exist within NSP(W) during the

h Dakota test year. Those higher costs could require

gher billings, and thus highe chased power expense to
NSP(M). Schedule 24 shows the development of those amounts.

They are includes in Colum T of Schedule 3.

How have the Ccordinating Agreement revenues fram NSP(W) been
determined test year conditions in this case?

od items, along with expenses,

e production, EFV transmission, and system
functions were measured consistent with test year
rma acjustments that would eventual

ad in accordance with the FERC-approved

uded in the cost measurements.




¢ an NRC-required expenditure and,

™he reversal of

The net effect of the LSDP affiliation.

Revenue fram the Coordinating Agreement. allocable to South

Dakota has been adjusted upward by $374,000 and is shown on

Schedule 25 and in Colum U of Schedule 3.

t is shown on Schedule 262
Jule 26 shows an adjustment to property tax expense
reflecting the use of calendar year 1982 accruals. 1982

accruals were used because they are known and measurable and

the level of expense which will occur during

more closely match
the period rates are in effect, than would the expense for

the
actual year ended June 30, 1982. The accruals used are based on

ear-end 1981 plant and reflect the latest mill rates available.
year-end 1981 pl d reflect

The increase in property tax expense of $127,000 is included in

Colum V of Schedule 3.
Please explain the adjustments you show in Colum W of Schedule

3 titled, "Effects of Changes to Plant Related Items™.

jule 3 summarizes the incame statement impacts

due to the rate base adjustments that Mr. Hervey describes in
s testimony and shows in Exhibit (MAH-1). This colum

ects the income statement impact of fully normalizing

10, and 11 of Bxhibit ___
djustments to book depreciation, provision for deferre
incame taxes, tax depreciation, investment tax credit allocated
ent incame (flowback), and property taxes due to the
inclusion of non-revenue producing plant additions, the use of a
s/

gross of tax AFDC rate, the annualization of the 115/345 KV

transmission addition, and working capital adjustments.

Schedule 6 of Mr. Hervey's exhibit shows the effect on provision
for deferred incame taxes and accumulated deferred incame taxes
due to prospective full normalization of the sinking funds

mentioned earlier.
How are federal incame taxes camputed?

The adjustad test year current federal incame tax liability has
been camputed in a manner consistent with that proposed by the
SOPUC staff and accepted by the Camnission in Docket F-3382. This
approach synchronizes the interest expense tax deduction to the
allocated South Dakota rate base but also includes the add-
tional investment related to the construction work in progress
CAIP) allocated to South Dakota. The result is a higher

1 fe terest and a lower current tax liab:

aite when used in conjunction with a gross

lied on OWIP, including short term.

usses the use of a gross of tax AFDC rate in his




camputation ederal incame taxes
and proposed rates. The calculation with present

for both the actual and adjusted test year after
rma adjustments. The calculation with
aposed rates ref 1 the adjusted test year. QWIP
ocated and assigned to Scuth Dakota as shown on Line
rate base shown on Line 1 of Schedule 27. Line 4
tax base shown on Line 3, represented
ov long term debt, whi I have determined by dividing the
average debt outstanding into the capitalization, plus the
accumulated deferred investment tax credits. Line 5 shows the
represented by the $1.60 series of preferred stock on
ch a portion of the dividend is a credit for incame tax
purposes. Line 6 develops the amount of interest associated
with the debt amount shown on Line 2. The interest rate of
8.28% is the embedded cost of debt for the adjusted test year
ending June 30, 1982. Line 7 is the result of applying the
preferred dividend rate times the amount on Line 5. Line 8
shows net gperating incame before income taxes taken fram
Lines 9 through 15 are items which are not
came tax purposes and are, therefore, acded to
aperating incaome. Lines 17 and 18 are items deductible for
tax purposes and are subtracted fram net cperating incame,
leaving the net taxable incame as shown on Line 20. By applying

the appropriate federal tax rate of 46% to the net taxable

minary tax as shown on Line
1 have deducted the investment tax

taxes for

Do you have any addi

Costs and estment le in an electric utility

size are constantly changing.
o forma adiustments in a histor test year.

it was determined that extr

oe required 2 o nuclear generating staticn
oe required 2 3

This expense results fram the need to replace
approximately 40, worn copper-based condenser

developed sta
anticigated to about $15,000,00 <
ing treatment has not yet been determined,

3 & will
ry probable that the expense will

par period. Due to the
the exact accounting treatment, no adjustment has bee:

current case.

of NSP'

That is the reason for including

Very recently

racrdinary maintenance expense would

00 on a total Campany basis.

but




begins, that the average net unrecovered portion be

the rate base as a working capital item reflecting

sharehclder-provided funds.

Does this camplete your testimony?




Northern States Power Company (Minn) O Proprietary
NSP-SD Gas Operations

Before the Sowth Daknta PUC

Docket NG97-021 X Non-Proprietary
First Set MEC Data Requests

Response to: Ne. 11

Witness Winter tesimony. Page 2, Line 13-14 refers to maximum rates or rate caps. What do
these terms mean 10 the customer” Is the maximum rate based on projected sales levels? If not,
why, why not”

Response:
NSP is seeking approval of maximum rates in this proceeding I approved, NSP may enter into
agreements including rates up 1o the maximum approvel level  The rates are based on the
maximum capacity of the pipeline 1f rates were based on projected sales levels, each time a
mnoma were lddcd new rates would have 10 be calculated and submitted for approval  This

q is avoided by obtaining approval for maximum rates based on
pnpelme volume capacity

Response By: John Winter
Title: Sr Regulatory Consultant
Company: NSP




Northern States Power Company (Mian)
NSP-SD Gas Operations

Before the South Dakota PUC

Docket NG97-021

First Set MEC Data Requests

Response to: No. 12

Question:

Witness Winter in his testimony Page 2, Line 26 refers to other costs. What are these other
costs” Do these costs include any cost alk from NSP head: office and plant in
Minnesota for any services provided”? If yes, what are they and if no, please explain why not?

Response:

The “other costs” referred 1o above are shown on Schedule S of my pre-filed testimony (copy
attached) They consist of monthly support and emergency service by ACA personnel
(subsequently replaced by an agreement with Northwestern Public Service), management and
support from NSP-SD, the OPS assessment, and regulatory fees. As stated, these costs include
charges from the NSP-SD office  They do not include charges from the NSP-MN headquarters
office Due 1o the small size of NSP-SD Gas Operations, services from NSP-MN will be
purchased only on an as needed basis  The need is expected to be very small

Response By: John Winter
Title: Sr. Regulatory Consultant

Company: NSP




Northern States Power Company - South Dakota
Gas Operations
Operating Expenses (O&'

Statement I1

All of the O&M o this Schedule pertaias to the NSP-SD 4.5 Amount
interal pipeline that iwil serve HTL (A)

) NSP - Operanng and Mantenance $8.154
Tramung. readings. patroiling of line v Angus Anson Plant pervoanel

2) ACA Suppiemental Service $3.600
Support and emergency services by ACA persommel

(3) Services - NSP-SD
Management and support

4) Insurance
Estumated Ansual Fee

OPS Assessment
Estumate of Office of Prpeline Safery Assessments

(6) Regulatory Fees

sross Recerpts Tax Estunate

$19.854

Sources and Notes
Line 1. Columa A: Durect costs of pipeline operations per NSP-SD Gas Operations budget. Consists of 12 hours
per month at losded labor of 337 S6/howr and $20/Mour for vetucie usage.

Lise 2, Columa A: Suppicmental emergency service from ACA. One call per month @ $300/cail
Line 3. Column A: Services recerved from NSP-South Dakota personnel. Ten hoursmonth @ $60/Mour
Line 4, Columa A Insurans costs (@ $0.03/5100 of investment per NSPs Risk Mgmt. Dept

Line $, Column A: Office of Pipetine Safety assessment based on 3 sumslarty situated intrastate ppeline
o South Dakota

Line 6, Columa A: Annual regulatory fees based on Giross Recespts Tax Calculation based on

4 sumilarts situlled MUAsale ppeline D Soulh Dakots

Columa B: Annual escalators based on expectations of price ntlation

Columa C: One-vear escalations of amounts i Column A

Line 7: Columns A and C are sumsmanzed and used to denve the overall escalator i Column B

21597 1034 AM




Northern States Power Company (Minn) O Proprietary
NSP-SD Gas Operations

Before the South Dakota PUC

Docket NG97-021 X Non-Proprietary
First Set MEC Data Requests

Response to: Ne. 13

Question:
Witness Winter in his testimony Page 4, Line 14 refers to the maximum commodity rate of § 045
rate” Is this rate based on p sales level or 1 ghput and why?

Response:

The $0 045 maximum rate for use of the Angus C. Anson 12" pipeline is based on the maximum
likely throughput of a typical pipeline operation. The $0.045 rate was negotiated between NSP-
SD Gas Operations and NSP-Generation Specific approval of the $0.045 rate is not sought in
this apphcation

Respoase By:  John Winter
Title: Sr Regulatory Consultant
Company: NSP




Neorthern States Power Company (Minn) O Proprietary
NSP-SD Gas Operations

Before the South Dakota PUC

Deocket NG97-021 X Non-Proprietary
First Set MEC Data Requests

Respoase to: Ne. 14

Question:
Witness Winter in his testimony Page 4, Line 19-20, states that NSP Generation Pipeline is not
subject to Commission jurisdiction  What is the basis of the argument?

Respoase:

The 12 fuel supply pipeline to the Angus C Anson generating unit exists due to the natural gas
needs of the 200 MW combustion turbine power plant. It is operated and controlled by NSP-
Generation  As a point of clarification, the pipeline /s subject to SDPUC jurisdiction as a
component of electric generation costs. It is also subject to SDPUC pipeline safety jurisdiction
Thus, the revenue requirements associated with the 12" pipeline would be fully includable in
electric rates as integral to the provision of electric supply service in all of NSP's electric sales
junsdictions  As stated in the response to MEC's request No. 4, however, the pipeline has not
been included in electric rates due to timing of the Company's electric rate cases

The agreement to tap the Angus C Anson pipeline is between NSP-Generation and NSP-SD Gas
Op Rates were neg: d and agreed upon. Cost support information for the rate

(S0 045 per Mcf) is included in this application as a matter of support and convenience. The
revenues billed and collected by NSP-G ion are regul and will be credited back to the
electric cost of service, reducing electric customers’ rates. Specific approval for the $0.045 per
Mcf rate is not sought in this application, and NSP is not proposing the PUC take the rate or
service jurisdiction over the 12" line

Response By:  John Winter
Title: Sr. Regulatory Consultant
Company: NSP




Northern States Power Company (Minn) O Proprietary
NSP-SD Gas Operations

Before the South Dakota PUC

Docket 1G97-021 X Non-Proprietary
First Set MEC Data Requests

Response to: No. 15

estion:
Witness Winter in his testimony Page 4, Lines 24-28, and Page S, Lines 1-5 states the cost of
operation and maintenance expense of the 12 inch pipeline and 4.5 inch pipeline would be the
same Please explain the cost justification of how this can be the same”?

Response: 3

The statements on Page 4, lines 27 and 28, and Page 5, lines | through S (copies attached), do not
say that the operation and maintenance expense of the 12 inch and 4.5 inch pipelines are the same.
The actual statement is (beginning on Page 4, line 27),

The major fixed charge rate components (capital recovery, property taxes, and book
depreciation) are proportionately the same between the two segments of pnpeline
The op g and expense a le proxy for
the 127 line (‘msequ:mly use of the 4 5" fxed chugc rate pmvndel a reasonable
determination of the 12" line revenue requirements of $698,836 " (emphasis added)

The reference to “proportionately” is based on the ratio of O&M expenses to gross plant
mvestment  Clearly, the statement does not suggest that O&M expenses for the two lines are the
same O&M 1s part of the fixed charge rate which is applied to gross plant investment to derive
revenue requirements  The implication is that O&M expense, on the basis of gross plant
mvestment, is comparable between the two lines. This remains a reasonable conclusion

Respoase By: John Winter
Title: Sr_Regulatory Consultant
Company: NSP




John Winter NSP-SD Gas Operations
Cost Support and Rates Docket

Dioes the tax vs book depreciation differences have an impact on the proposed rate?

Essentially, there is no impact | have simplified the revenue req s calculation by

setting tax depreciation equal 1o book depreciation  Since this is a levelized
determination, the result is essentially the same as if the tax vs book differences were

deferred and later flowed back

Have you provided additional detail about your determination of NSP-SD’s maximum gas
transportation rates
Yes Each of Schedules 2 - 6 include a section showing Sources and Notes. These

references provide additional documentation for the cost of service

Are there any other aspects of the HT1 rate you care to address”?
Yes Included in the proposed maximum commodity rate is $0 045 per Mcf which NSP-
SD has agreed to transfer to NSP-Generation for NSP-SD’s use of the Angus Anson 12"
fuel supply pipeline  For informational purposes, | have included the cost support for that
rate in this apphication  However, NSP-SD is not secking specific approval of that rate,
nor is it requesting the Commission to assume jurisdictional authonty over that facility,
because the line will directly serve only NSP-Generation and NSP-SD, and thus not

to Commussion junsdiction under SDCL 49-34A-1, Subd 9A  The $0 044 per
Mcf rate for use of the 127 supply line is supported by my informational calculations

shown on Schedule 7

How did you develop the rate for the 12" Angus Anson supply line”
As the basis for negotiations between NSP-SD Gas Operations and NSP-Generation, |
apphied the fixed charge rate developed for the 4 5" line to the investment in the 12" line

to determine the revenue requirements for the 12" ine. The major fixed charge rate

components (capital recovery, property taxes, and book depreciation) are proportionately




John Winter NSP-SD Gas Operations
Cost Support and Rates Docket

the same between the two segments of pipeline  The operating and maintenance expense

ymponent represents a reasonable proxy for the 127 line Consequently, use of the 4 57

xed charge rate provides a reasonable determination of the 12" line revenue requirements
f $698 836 The 12" line rate is determined by dividing the revenue requirements by a

representative utilization of the line

case describe the required filing statements included with this application
Exhubit S of this filing consists of the required filing statements per Chapter 20 10 13 of
the South Dakota Adminstrative Rules  The initial pages of that exhibit list the statements
r that are not applicable The reasons certain statements are not applicable is
n page two of the listing Waiver of those statements not applicable is

respectfully requested from the Commussion

Is NSP proposing some form of purchased cost of gas adjustment mechanism?

Yes Unlike typical gas local distribution companies, NSP-SD will be exclusively a gas
transporter and will not provide sales service However, NSP-SD proposes to pass along
uncontrollable charges imposed by Northern Natural Gas, the upstream interstate pipeline
Section S 0 on the Firm Transportation Service Schedule, First Revised Sheet No. 15
discusses the pipeline cost adjustment It 1s also included in the Gas Transportation

Service Agreement in Section 3 4, First Revised Sheet No 21

Has HTI agreed to the rates consistent with those proposed in this application”?

Yes HTI has executed an agreement with NSP-SD for natural gas service to its new
Sioux Falls facility using the form of agreement contained in the proposed tanff, at
negotiated rates  HTI's rates for natural gas transportation and the customer charge are at
# below the maximum rates discussed previously and supported by the calculations and

schedules contained herein




Northern States Power Company (Minn) O Proprietary
NSP-SD Gas Operations

Before the South Dakota PUC

Docket NG97-021 X Non-Proprietary
First Set MEC Data Requests

Response to: No. 16

ion:
Referning 1o Witness Winter testimony on Page 5, Lines 25-27, please explain how HT1's rates
are at or below maximum rates”

Respoase:
The rates contaned in the agreement between NSP and HTI, on file with the Commission, are
below the maxamum rate represented in the NSP-SD application

Response By: John Winter
Title: St Regulatory Consultant
Company: NSP




Northern States Power Company (Minn)
NSP-SD Gas Operations

Before the South Dakota PUC

Docket NG97-021

First Set MEC Data Requests

Response to: No. 17

Question:

Refernng 1o Witness Winter testimony, Exhibit Schedule 2, is the rate of $0 214 based on
maximum capacity” If this rate is based on maximum capacity what is the potential sales level
usage needed to support the rate?

Response:

As shown on Schedule 2. the rate is based on the maximum capacity per hour of 306 Mcf (90% of
the rated capacity of 340 Mcf per hour) and the number of hours per year the pipeline will likely
be operated at capacity  The resulting volumetric divisor is 480,726 Mcf per year

Response By:  John Winter
Tithe: St Regulatory Consultant

Company: NSP




Northern States Power Company (Minn)
NSP-SD Gas Operations

Before the South Dakota PUC

Docket NG97-021

First Set MEC Data Requests
Response to: No. 18

Question:

Referning 1o Witness Winter testimony, Exhibit Schedule 2, where are the costs for meter
maintenance, service lines and balancing of gas supply service? What cost are included in the
14 08% fixed charge rate?

Response: :
Costs for meter mamtenance and service lines are included in the $60 per month shown on Line 9
of Schedule 2 Gas supply balancing is included in the gas supply service provided by HT1's gas
supplier (currently EMI, a subsidiary of NSP), on behalf of HTI

Response By:  John Winter
Title: Sr. Regulatory Consultant
Company: NSP




Northern States Power Company (Mian)
NSP-SD Gas Operations

Before the South Dakeota PUC

Docket NG97-021

First Set MEC Data Requests

Response to: No. 19

Question:

Picase refer to Witness Winter testimony, Exhibit Schedule 5. Please explain the basis to support
the annual nsurance cost of $100  Does this insurance cover the liability to operate and customer
liability coverage” Is this insurance covered by NSP Company self-insurance or, actual outside
nsurance pohcies held by the Company”?

Response:

Per the footnote on Schedule S, the cost is sup d by a di with NSP's Risk
Management Dept  The basis 1s an historical insurance cost of $0 03 per $100 of investment for
these type of faciliies  NSP self-insures pipeline facilities. NSP has operated a Gas Utility in
Minnesota, North Dakota, and Wisconsin for decades and has extensive experience in assessing
nisks associated with these facilities

Response By: John Winter
Title: Sr Regulatory Consultant
Company: NSP




Northern States Power Company (Minn) O Proprietary
NSP-SD Gas Operations

Before the South Dakota PUC

Docket NG97-021 X Non-Proprietary
First Set MEC Data Requests

Response to: No. 20

Referring 10 Witness Winter's testimony, Exhibit Schedule S, the reference of Sources and Notes
cover each component of expense on the sheet. Are there S D. cost allocations included from
NSP head s op in N\ ? Examples of costs are supply operation costs, billing
services and gas supply balancing service

Respoase:

The question is not entirely clear  An allocation of cost from NSP-SD is included in the cost of
service  The emount is shown on Schedule 5. Supply operation costs and the balancing service
are included in HT1's gas supply arrangements, not in the pipeline cost of service. Operation
services, as | understand them, and billing services are included in the costs allocated from NSP-
SD. Meter reading and billing were assumed to be handled from the NSP-SD Sioux Falls office

Response By: John Winter
Tithe: Sr Regulatory Consultant
Company: NSP




Northern States Power Company (Minn) O Proprietary
NSP-SD Gas Operations

Before the South Dakota PUC

Docket NG97-021 X Non-Proprietary
First Set MEC Data Requests

Response to: No. 21

Question:

Referning to Witness Winter's testimony, Exhibit Schedule 7. Mr. Winter used the maximum
volumes divided into the annual revenue requirement to determine a factor based on maximum
sales  Shouldn't the assigned 325 demand peak hour capacity assigned to the Gas Distribution
Company be used”

a) Ifthe 325 demand is used divided by 4,900 it equates to 6 63% of revenue
requirement to be assigned directly to the Gas Distribution Company. Using the
6 63% times $698,836 total revenue requirement equals $46,332 of cost assignment
10 the Gas Distribution Company. 1f HTI were the only customer the capacity cost
assigned would be $43,332 divided by 159,000 MCF sales equals $ 273 per MCF.
Isn’t this the amount of cost which needs to be assigned to NSP Gas Distribution
Company to recover their costs?

Respoase:

No The approach outlined above, which refers to compensation agreed upon between NSP-SD
Gas Operations and NSP-Generation, would result in a rate that is unacceptably high and
disproportionate 10 other similarly-situated pipeline supply rates. As discussed in Response Nos
13 and 14, the rate of $0 045 per Mcf is reasonable because the primary purpose of the 12" line is
10 provide fuel delivery to an electric peaking power plant. The revenues from NSP-SD would
partially offset the revenue requirement on the 12" line in future NSP electric cases

The agreed-upon rate is supported by reasonable assumptions. Full cost recovery of a regulated
mnvestment is the usual standard However, in this case, full cost recovery without recognizing the
atypical operating characteristics of the Angus C. Anson gas supply line is inappropriate. By
pncmg the 127 line usage more in line with a similarly situated gas pipeline, NSP-SD Gas
s benefit from a ical delivery source, and NSP electric customers
bmtfn from a previously unavailable cost offset

Response By: John Winter
Tithe: SrRegulatory Consultant
Company: NSP
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION FOR ) ORDER FOR AND NOTICE
AN ORUER ESTABLISHING A NATURAL GAS ) OF HEARING
UTILITY, AND TO ESTABLISH INITIAL )

NATURAL GAS TRANSPORTATION RATES ) NG97-021

FOR NORTHERN STATES POWER COMPANY )

December 16 1997, Northern States Power Company (NSP), filed with the Public

ssion) an for an order establishing a natural gas local

ity and to establish initial natural gas transportation rates  The initial rate will allow

NSP-SD to serve the new Hutchinson Technology. Inc (HTI) facility in the Sioux Empire

Development Park Number 5 in eastern Sioux Falls. South Dakota, through a new distnibution lateral

poelne =T had contacted NSP-SD and requested the proposed service The proposed tanff, rate

schedule and form of service agreement would establish NSP-SD as a regulated utility in the state
of South Dakota subject to Co 10N The propo: rates a

rate per Mcf with a per month fixed customer service charge At present, only HTI is affected by the

proposed rate and tanff  The HTI plant is expected to be in commercial operation in February of

1998 NSP aiso requested that the Commission waive the tariff schedule arrangement and form of

tan® rules found at ARSD 20 10 13 04 and 20 10 13 05 to the extent necessary to accept the

proposed tan® and rates on the proposed effective date of January 16, 1998 NSP further requested

warver of any other Commission rules necessary 10 allow the tanff and rate to be effective on the
Sate requested  NSP has further requested the Commussion 1o approve the proposed initial rate,
subgect 1o refund and subject 10 heanng. within 30 days following the date of the filing

Al s regularly scheduled meeting of January 8, 1998, the Commussion ordered that pursuant
10 SDCL 45-1A-8 NSP shall be assessed a filing fee as requested by the executive director up to
the statutory kmat of $100.000 and February 9 1998 was estabished as the deadline for
ntervention  The Commission took under advisement the request by NSP 1o permit it to flow gas
10 s one customer HTI On January 12, 1998_ at a duly noticed ad hoc meeting. the Commission
unamimously voted to allow NSP to flow gas through its pipeline, subject to refund, in order to
accommodate its customer, HTI  Commussioner Schoenfelder also asked for clanfication as to
whether the Commussion has junsdiction to regulate NSP-SD as a gas utility Intervention was
granted o MidAmencan Energy  An intervention request was also received from PAM Natural Gas
(PAM) The Commission requested that PAM refile its request for intervention to clanfy the filing
On February 23 1998 PAM filed another request for intervention

On Apni 7. 1998 NSP filed an amended apphcation requesting that the title of the application
be amended 10 allow 1t 1o seek 10 be regulated as a gas utiity On Apnl 15, 1998, MidAmencan
Energy filed an amended motion to intervene based on NSP's amended apphcation. On Apnil 22,

1998 _at s regularly scheduled meeting, the Co found that the C. has j

n this matter pursuant to SDCL Chapters 1-26 and 49-34A, specifically 1-26-17 1, 49-34A-4 49
34A5 493448 49-34A-10 49-34A-11 49-34A-12 49-34A-13 49-34A-13 1, 49-34A-17, 49-34A-
19 49.34A.21 and ARSD 20 1001 1502 and 03 1t also granted intervention to MidAmenican and
PAN

cedural schedule for testimony shall be as follows
DATE PROCEDURAL SCHEDULE
December 11 1998 Staff and Intervenors' Prefiled Testimony Due

December 231998 Rebuttal Testimony Due




A heanng shall be heid at 130 p m, on Monday, January 4, 1999, in Room 412, State
Capitol Building. 500 East Caprtol, Pierre, South Dakota The heanng is open to the public  All
persons so testifying shall be subject to cross-examination

The issues at the heanng are whether the Commussion shall grant NSP's request 1o establish
natural gas transportation tanffs and whether the Commission shall grant NSP's request for a waiver
of ARSD rules 20 10 13 04 and 20 10 13 05

The heanng shall be an adversary proceeding conducted pursuant to SDCL Chapter 1-26
All parhes have the nght to be present and to be represented by an attomey These nghts and other
due process nghts shall be forfetted if not exercised at the hearing  If you or your representative fail
to appear at the time and place set for the heanng, the Final Decision will be based solely on the
testimony and evidence provided if any, duning the heanng or a Final Decision may be issued by
default pursuant 1o SDCL 1-26-20 After the heanng the Commussion will consider all evidence and
testimony that was presented at the heanng The Commission will then enter Findings of Fact
Conclusions of Law. and a Final Decision regarding this matter  As a result of this heanng, the
Commussion shall determine whether it shail grant NSP's request to estabiish natural gas
transportation tanffs and whether it shall grant NSP's request for a waiver of ARSD rules 20 10:13.04
and 20 10 1305 The Commission’s Final Decision may be appealed by the parties to the state
Circunt Court and the state Supreme Court as provided by law It is therefore

ORDERED that the procedural schedule set forth above shall be followed by all parties to
these proceedings It 1s further

ORDERED that the heanng shall be heid at 1 30 p m . on Monday, January 4, 1999, in Room
412 State Caprol Bulding. 500 East Capitol, Pierre, South Dakota

Pursuant 1o the Amencans with Disabilities Act, this hearng is being held in a physically
accessible location Please contact the Public Utilities Commission at 1-800-332-1782 at least 48
hours pnor 1o the heanng ff you have special needs so arrangements can be made to accommodate

you
5 74
Dated at Pierre. South Dakota. this I day of November, 1998

CERTIFICATE OF SERVICE

The nderugned herety cerites Tt ths BY ORDER OF THE COMMISSION
SNSURANS N0 SR Syrl SRy ap) 48 pacies of Commissioners Burg, Nelson and
record i the docket s bsted on e docke! servce
Wt by tacsie or by frst Class Mt propey Schoenfeider
33 eaes enphom e e e 0re0a Mereon

IAM BULLARD, JR
Executive Director
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December 10, 1998 BY TELEFAX & U.S. MAIL DELIVERY

Mr William Bullard, Jr

Executive Secretary

South Dakota Public Utilities Commission
State Capntol Building

Pierre, SD 57501

InRe Northern States Power Company
Docket No NG97-021

Dear Mr Bullard

MidAmerican Energy Company hereby notifies the Commission that it does not intend to
file prepared testimony in this proceeding  MidAmerican reserves the right to fully
participate in the hearing scheduled for Monday January 4, 1999 and 1o file briefs

Very truly yours.

CC Service List




CERTIFICATE OF SERVICE

| hereby certify that a true and correct copy of the attached Letter in Docket No
NG97-021 was sent by first class, postage pre-paid, to the following

David A Gerdes Karen Collins
Attorney at Law Montana-Dakota Utilities Co
May. Adam, Gerdes & Thompson 400 North Fourth Street

P O Box 160 Bismarck, ND 58501
Pierre, SD §7501-0160

Jim Wilcox Michael J Hansen
Northern States Power Company Chief Executive & General Manager
P O Box 988 Northern States Power Company
Sioux Falls, SD 57101-0088 P O Box 988

Sioux Falls, SD 57101-0988

Jennifer Enckson Robert C Riter, Jr

Chief Operating Officer Attorney at Law

Pam Natural Gas Riter, Mayer, Hofer, Wattier, Brown
PO Box 5200 P O Box 280

Sioux Falls, SD §7117-5200 Pierre, SD 57501-0280

/L”
Dated this /7 day of December , 1998

"r%//,/,/“, -
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South Daketa
Public Utilities Commission

South Dakota $7501-507
December 11, 1998

Mr. William Bullard, Jr

Executive Director

South Dakota Public Utilities Commission
500 E. Capitol Ave

Pierre, SD 57501

RE. In the Matter of the Application for an Order Establishing a Natural Gas
Utility, and to Establish Initial Natural Gas Transportation Rates for
Northern States Power Company
NG97-021

Dear Mr. Bullard

Pursuant to the South Dakota Public Utilities Commission's Order for and Notice
of Hearing in the above-entitied matter, enclosed please find the prefiled
testimony and exhibits of Gregory A. Rislov and Robert L. Knadle. Should you
have any questions, please do not hesitate to contact me

Sincerely,

Karen E. Cremer
Staff Attorney
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South Dakota
Public Utilities Commission

e Capitol Bulding. 500 East Capitol Avenve, Prerre, South Dakota 575015

Dec.e.nbel 1 1998

Mr David A Gerdes Mr. Michael J. Hanson

Attorney at Law Chief Executive and General Manager
May. Adam, Gerdes & Thompson LLP  Northern States Power Company

P O Box 160 P. O. Box 988

Pierre, SD 57501-0160 Sioux Falls, SD 57101-0988

Ms SuzanM Stewart Ms._ Jennifer Erickson
Managing Attorney Chief Operating Officer
MidAmerican Energy Company PAM Natural Gas

P O Box 778 P. 0. Box 5200

Sioux City, 1A 51101 Sioux Falls, SD 57117-5200

Mr Jim Wilcox Mr. Robert C_ Riter, Jr
Northern States Power Company Attorney at Law
P O Box 988 Riter, Mayer, Hofer, Wattier & Brown
Sioux Falls, SD 57101-0988 PO Box 280
Pierre, SD 57501-0280
Ms Karen Collins
Montana-Dakota Utilities Co
400 North Fourth Street
Bismarck. ND 58501

Re In the Matter of the Application for an Order
Establishing a Natural Gas Utility, and to
Establish Initial Natural Gas Transportation
Rates for Northern States Power Company
Docket NG97-021

Dear Folks

Enclosed each of you will find copies of Testimony and Exhibit of Gregory A Rislov
on behalf of the Commission Staff and Testimony and Exhibits of Robert L. Knadle
on behalf of the Commission Staff This is intended as service upon you by mail
Sincerely

Karen E Cremer

Staff Attorney

Enc




CERTIFICATE OF SERVICE

DN —~RAeS

| hereby certify that copies of Testimony and Exhibit of Gregory A Rislov on behalf
of the Commussion Staff and Testimony and Exhibits of Robert L. Knadle on behalf of the
Commission Staff were served on the following by mailing the same to them by United
States Post Office First Class Mail, postage thereon prepaid, at the address shown below
on this the 11th day of December, 1998

NN

Mr. David A Gerdes
Attorney at Law

May, Adam, Gerdes & Thompson LLP

P 0. Box 160
Pierre, SD 57501-0160

Ms SuzanM Stewart
Managing Attorney
MidAmerican Energy Company
P O Box 778

Sioux City, IA 51101

Mr. Jim Wilcox

Northern States Power Company
P O Box 988

Sioux Falls, SD 57101-0988

Ms. Karen Collins
Montana-Dakota Utilities Co
400 North Fourth Street
Bismarck, ND 58501

Mr. Michael J. Hanson

Chief Executive and General Manager
Northern States Power Company

P.O. Box 988

Sioux Falls, SD 57101-0988

Ms. Jennifer Erickson

Chief Operating Officer

PAM Natural Gas

P. 0. Box 5200

Sioux Falls, SD 57117-5200

Mr. Robert C. Riter, Jr

Attorney at Law

Riter, Mayer, Hofer, Wattier & Brown
P. O Box 280

Pierre, SD 57501-0280

Ll i rpeii

Kdren E. Cremer

Staff Attorney

South Dakota Public Utilities Commission
500 East Capitol

Pierre, SD 57501
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NSP NATURAL GAS UTILITY APPLICATION

riginal and ten copies of the rebuttal
A. Smith and Jamie Seitz.

One of the schedules accompanying Jamie Seitz‘’s testimony is
rietary and confidential: 1 have placed a cover sheet on it

and placed {t separately with the enclosed materials. Please

keeg > t 1 portions of this filing separate from the

copies of the public portion of the
dules are being sent to the service
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12/29/98 TUE 15:49 FAX 612 229 5585

Morthern States Power Comparry
Gas Uity

225 Fuce Gvest
Saint Paul, Minnesota 561175485

Errata Corrections to NSP Rebutial Testimony and Schedules
Dear Mr. Buliant:
In Giscussions with the South Dakota Putiic Utiliies Commission Staff ("StafT™), Northern States Power

First. Page 6. Line & of he rebuttal testimony of Ms Jamie Seiz should state $0.045 instead of $0.04
Thes change shoulc be repeated on Schedule 5, Line 6 of Ms. Seitz s testmony

Second_ JCE - 1, Schedule 4 has been commected to include an Interruptitie Transportation commodity
rate m the overtake purchase example

Next. several minor typographecal enors 10 JCS -1, Schedule 2 have been cormected, and are
summanzed as follows

« Ongnal Sheet No_ 7, Section 3.4 (b)
The word “of was replaced with 10" and the misplaced *10” was deleted.

Ongnal Sheet No. 11, Section 72
The references 1o *delivery pont’ now state *delivery point(s)”

Onginal Sheet No. 12, Section 82

Onginal Sheet N 20, Section 2.2
The word “least” was acded before the phrase “one hour prior (o the time Transporter must
submit dally nominatons to Northem pursuant to Northem's tariffs”

Original Sheet No. 21, Section 2.7
The margins were comected 1o clarfy the undertake/overtake purchase rates. in addition the
mdFmTWnM-ﬁmmMWhWﬂl
it is to “TF service.  Therefore, 1o address Mr. Knedie's concems about consistency, the
of upt was changed to “TT" on Original Sheet No 22

Onginal Sheet No 22, Secton 2.7
The reference 1o the Argus C_ Anson fuel supply pipeline surcharge was eliminated, consistent
with Page 6, Lines 20-23 of Ms. Seitz’s testimony




12/29/98 TUE 15:50 FAL 612 229 5345

M William Bullard
December 20, 1998

* Onginal Sheet No. 22, Section 32
The reference to + & percent dally lokerance zone was replaced with “dally delivery variance
(+/-) established in Northem's tarff” to be consistent with other sections of the tan!

Aiso. Staff had raised a question through Mr. Knadie's direct testimony regarding nomination procedures
which NSP — SD inadvertenty did not adcress in rebuttal lestimony. Mr Knadie requested the accuracy
of the nomination procedures (described In section 2.2 of JCS-1 ~ Schedule 2, Original Sheet No. 20) be
confirmed. NSP-SD has confirmed the section s accurate.

In addtion. to provide further clanfication, NSP has provided a summary of the proposed rates by class in
Schedule 2. Original Sheet No. 17 of Ms. Seitz’s testimony. This sheet was previously reserved for future
use. The values shown on this summary would provide the upper and lower limits which would be used
in the service charge section of the gas transportation agreement (JCS -1, Schedule 2). signed with
indwvidual customers

Service
T NSP will serve a copy of this letter and attachments on the parties indicated on the official service
lest for this proceeding A certfficate of service and service list is attached.

Conctusion
Thark you for your prompt attention 1o this matter. Please feel free 1o call Amy Liberkowski (651-

229-2367) with any questions.
Sincerely
Name, @ Qompres~
P Joh
Atiorney

cc Service List




12/29/98 TUE 15:50 FAX 612 220

CERTIFICATE OF SERVICE

1, Mary E. Lewis, hereby certify that | on this day served copies of the foregoing document of summary o
the attached service list by placing the document in the First Class U.S. Mail at St. Paul, Minoesota, or by having the

document delivered by haad.

Pierre SD 575010160

Ms. Sesan M. Stowart

Sioux City IA 51101

M. Jim Wilcox
Northern States Power Company
P.O. Box 988

Sioux Falls SD 57101-0988

Ms. Karen Collins.
Maontans Dakota Utlives Co
400 North Fourth Swreet
Bismarck ND 58501

Chief Executive and General Manager
Northern States Power Company
P.O. Box 988

Sioux Falls SD 57101-0988

Ms. Jeanifer Erickson
Chief Operating Officer
PAM Natural Ges
P.0. Box 5200

Sioux Falls SD 57117-5200

Mr. Robert C. Riter Jr.

Attomcy st Law

Riter, Mayer, Hofer, Wattier & Brown
P.O. Box 280

Pierre SD 575010280




12/20/98 TUE 15:51 FAY 612 220 55A5

Jamie C. Seitz Docket No. NG97-021
Teoriff Terms and Conditions — Rebuttal Exhibit (JCS - 1)
Errata Corrected

Do you have any other changes based on Mr. Knadle's testimony?

Yes. Mr. Knadle recommends that the floor of the transportation rate be
raised to minimally recover variable costs for the customer and to provide for
some contribution toward NSP's distribution system fixed costs. Schedule 5
has been provided 1o identify the new minimum rate of $0.12 per Dth 1o
recover $0.045 as a contribution to the Angus Anson pipeline, $0.06 in
incremental O&M costs and $0.02 as a contribution to system fixed costs.

Mr. Knadle also ds providing specific | on the

of the charge for prospecti NSP-SD
would like to establish a $12 Customer Charge for Small Volume Customers
(peak day requirements of less than 500 therms) and a $50 Customer Charge
for Medium Volume Customers (peak day requirements of 500 therms to

1,999 therms) in response to his request. Since customers with similar usage

patterns will have the same metering requirements, it will be more practical
to establish a customer charge based on typical meter costs for a particular

class of hedule 6 ins the calculation of these charges.

If these new customer charges are i what
transportation charges are you proposing?




12/20/88 TUE 15:51 FAX 812 2,

Northern Stastes Power Company - South Dakots Docket No. NG97-021
Gas Operations JCS-1 Schecule §
Minimum Transportation Service Rate

Variabie Operating Costs
(1) Investment in HTI
(2) Revised O&M LARR 6.02%
(3) Ansual O&M Costs 2738215
(4) HTT Anmual Usage (MCF's) 480,726

(5) O&M Recovery Rate 0.06

(6) Angus Anson Pipeline Rate
(7) Coatribution  System Fixed Costs

(8) Revised Minimum Transportation Rate

(1) Actsal Plant in Service per JAS-1, Schedule 3, page | of 3
(2) Revised D&M LARR factor per JAS-1, Schedule 3, page 2 of 3

(3) Revised O&M LARR * Investment in HTI

(4) Pipeline MCF Capacity per Hour (306) * Hour per Year equivalent for HTI @ Capacity (1,571)
(5) Ancual O&M Costs / HT1 Anoual Usage

(6) Angus Anson Pipeline Rate per JAS, Schedule 2

(7) Contribution 1o System Fixed Costs

(8) O&M Recovery phus Angus Anson Pipelise Contribution plus Contribution 1o System Fixed Costs




12/29/98 TUE 15:52 FAX 61

Examples of Monthly Cashout Mechanisms

1) Undertskes Customer takes 100 littie gas and must sell gas 1o NSP-SD's system

Index = $2.00Dkz
TF Commodity Rate = $020 per Dkt
Customer sominates 100 Dt
Percentof  Volume
Nomimstion  Taken Under Amount Paid to Customer to Purchase Gas
Taken (k) Nommatioa Customer Did Not Use
(5200 + $020) * 2 Dkt = 440
(5200+5020)* 075 * 10Dkt = $16.50
$16.50

-2
($2.00+5020)* 0.5* 15 Dika =

"% 9
9% % -10
s -15

2) Overtakes; Customer takes 100 much gas and must purchase gas from NSP-SD's system.

Assumptions:
Index = $2.00/Dkt
T1 Commeodity Rate = $0.25 per Dkt*
Customer nominates 100 Dkt

Porcentof  Volume
Nomination  Tuken Over
(Dkt) Nomination Amount Customer Pays to Buy Gas
2 (52.00 + $0.25)* 2 Dkt = $4.50
(52.00+$025)* 125* 10 Dkt = $28.13
$50.63

102% 102
1Ho% 110 10
5% ns (52.00 +50.25)* 1.5% 15 Dkt =

A The TF and T1 commodity rates are for ilkistrative purposes only. However, the rates reflect
the general structure of firm and commadity rates where firm
commodity rates are lower than interruptible commodity rates

15




12/20/98 TUE 15:52 FAL 612 220 5385

Norther States Power Compary
Sioux Falls, South Dukota
Gas Tranaportation Service Tanf SDPUC NO 1

ARTICLE Il
MEASUREMENT

3.7 Unit of Measurement and Metering Base. The volumetric measurement
base shall be one cubic foot of gas at a prvssumbmo!“ﬂpoundspouqulmneh
absolute, at a temperature base of 80 degrees F and without

water vapor content.

32 Atmosphere Pressure. For the purpose of measurement, the absolute
(barometric) pressure at each measuring station shall be the atmospheric

by based on the actual elevation above sea level of
the meter at the place cf measurement, and shall be stated in pounds per square inch.

33 Temperature. If to be y in the sole ion of
Transporter, momm-dmogumubommmmmm
mnsmbynmtﬂupmpuly i

nevieoorlhnmma

_moﬂ

34  Specific Gravity. If to be in the sole
Transporter, helpodﬁcgmvﬂydmwlhalbemmmdmuehpomdw
by one of the following methods:

(a) By means of a property i of
ascceptable to Transporter

(b) I (a) is not considered feasible, mﬂwuud-pmnp.dﬁcgmb-m
of or other device toof T |
umw;mwmmnwmm-mm‘

(c) Other

35 5 ti ived and
with F

in ANSI-AP|
2530, First Edition, AGACon'mmaRoponNo 5, AGA Committee Report No. 7, and
AGA Committee Report No. 8, or revisions or amendments thereto.

38 Measuring Equipment. Urﬂauo\hovwm.qmd Tmnwmvdllptmo
maintain, and cperate necessary
meters and other byMuch"‘ i o'gu

from Ti shall be Such ing and
regulating stations shall be so installed at the receipt point of the System and at other
agreeable points. All flow, measuring, testing, and related equipment shall be of
and type to Transp

Date Filad: Dec 16, 1997 Issued by: Michaeli-MansonKent T_Larson

Effective
SDPUC Docket No Chief Exocutive & General Manager




12/20/98 TUE 15:53 FAX 612 220 5585

Docket No. NG97-021
JC8 ~ 1 Schedule 2
a-Ynnuuuuns-wa-nsbmmNOl
Original Sheet No. 11

month by making aqustments fo schedules, receipts or deliveries. In no event shall the
daily excess or exceed the daily point of delivery variation
set forth in Northem's Tariff.

6.3 Monthly imbalances. Shipper's monthly imbalance shall be the net total of
daily variance from all receipts and delivery point{s). Such monthly imbalance shall be
corrected in-kind through adjustments to Shipper’'s schedules, receipts or deliveries in
order for Shipper to receive Equivalent Quantities, or by such other method as is then
mutually agreed upon by the parties hereto. The cumulative dally variances during any
month above or below the quantities scheduled shall not exceed the monthly point of
delivery monthiy.variance set forth in Northern's tariff.

e A D08 0 88 Bt uidat to-alleviate it
= oL Svelem-needs. Py

{omLmeto-bme-3iihe-poinl oHiaceipl pusuant 1018 CRR 284402 —Such-salesshai

and-the

ARTICLE VI
PRESSURE

7.1  Pressure at the Points of Receipt. Shipper shall cause the gas to be
delivered at the points of receipt at a pressure sufficient to allow the gas to enter the
System; however, Shipper shall not be required to deliver gas to the Transporter at any
point of receipt at a pressure in excess of the minimum pressure specified with respect
to each receipt point in Exhibit A of Shipper's TSA.

7.2 Pressure at Points(s) of Delivery. Transporter shall deliver gas to
Shipper's delivery point(s) at the pressure existing in the Transporter’s pipeline;
however, Transporter must deliver gas to each point at a pressure not less than the
minimum pressure specified with respect to each delivery point in Exhibit A to Shipper's
TSA. Transporter, however, shall not be required or permitted to deliver gas ata
pressure in excess of the maximum pressure specified for each point of delivery set
forth in Exhibit A attached to Shipper's TSA.

ARTICLE Vill
BILLING AND PAYMENT

8.1  Billing. Unless otherwise agreed, on or before the 10th day of each
month, Transporter shall render to Shipper a statement of the total amount of gas

Date Filed: Dec 16, 1967 Issuad by: Michasi-d-Mansonient . Larson

SOPUC Docket No Chief Exscutive & General Manager




Norther States Power Company Docket No. NGO7-021
Sioux Falts. South Daxota JCS - 1 Schedule 2
Gas Transportation Service Tanft SOPUC NO 1

Original Shest No 12

delivered by Transporter to Shipper at the point(s) of seceipt-delivery hereunder during
the preceding month and the amount due. When information necessary for billing
purposes is in the control of Shipper, Shipper shall fumish such information to
Transporter on or before the 10th day of the month

Shipper and Transporter shall have the right to examine at reasonable times,
books, records, and recording charts of the other to the extent necessary to verify the
accuracy of any statement, charge, or computation made under or pursuant to any of
the provisions hereof.

82 Payment. Unless otherwise agreed, Shipper shall pay Transporter at its
general office or at such other address as Transporter shall deilgr\ote on-orbeloeihe

28th-dayv-olthe-month-the- t-due-forthe. jon-ola-bill

by Trancponeris-delayod-aRer the-20t-day ol the-moenthr-then-the-time-olpayment

hallbe. arions Upien Sor-such-delaymwithin 20
days after the billing date

83 Remedies for Failure to Pay. Shouki Shipper fall to pay all or any portion
of any bill as herein provided when such amount is due, interest on the unpaid portion
of the bill shall occur at a rate of one percent (1%) per month. If such failure to pay
contines for 30 days after payment is due, Transporter may, in addition to any other
remedy it may have hereunder, suspend further delivery of gas until such amount is
paid. if authorized pursuant to the rules of the SDPUC.

defined by the Public Utilities Commission, the Company y shall recalculate the bills for b|ln for
service dumg the period of lhe eror and make adjustments of bills in accordance with

error, the Comg-n! may the customer if the amount due excoeds $10.00. The first
bt’lmoflherauluht’dmmduewﬂlbe!gglmhybmonlfumqmm
the normal bill form and include a complete explanation of the billing 4¢it-shallbe-found
PR SR UG O RS B RIBRE T AR LRN SVRI AT ERd- B AGRICAAIRSEIN-BRYLOHE

Date Filed: Dec 15, 1667 Issued by: Michael S lansonxent T Lason

€
SDPUC Docket No. Chief Exacutive & General Manager
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Docket No. NG87-021
JCS - 1 Schedule 2
G-rmsmr-mswucno 1
Original Sheet No. 20

service to Customer. However, Company may at its option, agree to provide backup
gas service.

2.1 REQUIREMENTS AND DELIVERIES; POINT OF DELIVERY. Company
agrees to accept delivery of Customer's gas at the inlet of Company’s distribution
system in __Minnshaha County, SD and, on a firm basis, transport and deliver said
gas to Customers point(s) of delivery in volumes up to MMBTU per day, or such
other volumes as is mutually agreed. Customer's point(s) of defivery shall be the outiet
of the meter (s) at

22 DAILY NOMINATIONS. Customer or Customer’s Agent shall on a daily
basis udvnsaCom;unv‘l gas dispatcher in St. Paul olmavomnmcmwil
request to be during the ing Gas Day. C may y elect
to make a standing nomination with Company, nomymcomplnyonnnyd-ym
amww-»ymmmdm-rmm-undmmmw_7

w)esnbmm-nmmmm
Mnutmmd-iyov jons to Cs at least one hour
to the time Transporter must submit daily nominations to Northern pursuant to
Northern's tariffs
mwmmmnmwmnummmmuhowmmm
Gas Day. Ncmm&mwny y agree, C will relay C: s
daily or

toC 's Agent, gas supplier(s), and Transporter.

2.3 DISPATCHING. Customer will adhere to gas dispatching policies
by C ﬁommne—b&mluhelmeuvﬁ:eummh
Agreement Www-mcmm-wwhmwmm
may affect this Agreement as they occur.

2.4 RATE OF FLOW. The gas supply shall be transported to Customer ata
rate of flow up fo but notexceeding ______ cubic feet per hour at the point(s) of
deivery Gas shall be at such p and P as may exist

at G 's service location. Operating pressures at this
Ioc-tion;h.lnormnlybe _psi.

2.5 REFUSAL OR DISCONTINUANCE OF SERVICE (a) With reasonable
notice, the Company may refuse or discontinue gas service for any of the following
reasons: fallure ‘o pay amounts payable when due; breach of contract for service;
failure to provide the Company with reasonable access to its property or equipment;
when the Company is unable to fumish gas service to Customer because it cannot
obtain permits or necessary right-of-way; when necessary to comply with any order or
request of any g having i

Date Filed: Dec 18, 1907
Efectve.
SDPUC Docket No.




Northemn States Power Company Docket No. NGG7-021
Swous Fafn South Dekota JCS =~ 1 Schedule 2
Gas Transportaton Service Tarff SOPUC NO 1

Original Sheet No. 21

(b) Upon such notice as is under the the Company
may temporarily discontinue gas service when necessary to make repairs,
replacements, or changes in Company’s equipment or facilities

(c) Without notice the Company may disconnect gas service to Customer in the
event of an unauthorized use of or tampering with Company’s equipment or in the event
of a condttion determined to be hazardous to the Customer, to other customers of the
Company. to the public, or to the Company’s employees, equipment, or service

Any discontinuance of service will not relieve Customer from Customer's obligations to
the Company

268 BALANCING Customer and Company agree to balance daily delivery
point with actual deliveries (as defined in Paragraph 3.2) on an ongoing
basis Customer agrees to exert its best efforts to keep daily deliveries within daily
delivery variance (+/-) established in Northem's tariff._fve-(5)-percent-at-daily
aomination. Customer and Company shall balance as operationally necessary, but no
less than monthly. Customer or Customer’s Agent shall be responsible for balancing
receipt point nominations made to Transporter with receipt point deliveries made by
Customer or Customer’s Agent's gas supplier(s)

2.87 MONTHLY CASHOUT MECHANISM. Unless otherwise agreed,
Custormer’'s monthly will be by a cashout Cu s
monthly i is the (1) the sum of Customer’s daily
nominations for the month and (2) Customer’s actual metered use. Monthly volumetric
imbalances will not be carried forward to the next calendar month

Undertake Purchase Payment: If Customer utilizes less gas than the volume Customer
nominated and dellvered to NSP systern, Customer shall sell the undertake gas to NSP.
Customer shall be paid an Undertake Purchase Payment equal to the monthly
imbalance times the Undertake Purchase Rate.

Monthly imbalance % Undertake Purchase Rate .
100% to 98% Index + Transporter's Firm Transportation (TF)
R _Commodity rate(s)
Less than 98% to 90% [Index + Transporter's TF Commodity rate(s)] x
_0.75
lessthan80%  [(Index + Transporier's TF Commodity rate(s)] x 0.50

Overtake Charge: If Customer utilizes more gas than the volume Customer nominated
and delivered to the NSP system, Customer shall purchase the overtake gas from NSP.
Customer shall be assessed an Overtake Charge equal to the monthly imbalance times

the Overtake Rate

Date Filed. Dec 16, 1597 Issued by Michask.aneoakont 7. Larson

Efectve
SOPUC Docket No Chiet Executive & General Manager Order Date
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Northem States Power Company Docket No  NGAT-021
Sioux Falls, South Dakota JCS - 1 Schedule 2
Gas Transportation Service Tanft SDPUC NO. 1

Original Shest No. 22

Monthly Imbalance % Overtake Purchase Rate
100% to 102% Index + Transporter’s Ints Interruptible Transportation 45
I - (M) Commodity rate(s)
Greater than 102% to 110% [Index + Ti
e e L _rate(s)] x 1.25

Greuter than 110% (Index + Transporter's i T Commodity rate(s)] x 1.50

porter's & TI C y

Index for Monthly Cashout. The Index being used is Inside FERC Gas Market Report's
first of the monm “Prices of Spot Gas Delivered to Pipelines” for Northern Natural

(D i pipeline y rate consists of all interstate pipeline
charges including: GRI surcharge, WMM fuel |
costs and rate(s). All i of the monthly cashout mechanism apply
un'ess Customer and NSP agree otherwise. However, NSP will treat similarly situated
cut ona y basis

3.02.8 CHARGES. Commencing with the date of initial deliveries of gas by

Company. the cﬂmgos for this transportation service shall be according to Appendix A.
2 834 MONTHLY CUSTOMER CHARGE. As

A. The
customer charge shall not exceed the maximum charge on file wvth the South Dakota
Public Utilities Commission

3.02 VOLUME CHARGE. A Volume Charge equal to the product of (i) the actual
deliveries made by Compauy o Customer during the billing period, and the fixed-rate
‘per MMBtu stated in Appendix A The volume metered by NSP will be considered the
actual volume delivered by Company to Customer. All volumes will be adjusted for Btu
content and supercompressibility. The volume charge per MMBTU shall not exceed the
maximum charge on file with the South Dakota Public Utilities Commission.

3.13 TAXES. In addition to the rates specified above, NSP shall collect any
federal, state or local sales, use, excise, or other such taxes and fees that are legally
effective and applicable to the service provided hereunder.

3.24 PENALTY PROVISION. Customer shall be liable for any balancing or other |
penalties imposed on NSP by Transporter and caused by Customer’s actions.

Customer shall also be fiable for any incremental costs ncurmd by Company, if any,
caused by Customer's failure to stay within the-a.-6.

daily delivery variance (+/-) established in Northemn A_s_h_r"j

3.36 ADDITIONAL CHARGE FOR USE DURING CURTAILMENT. i Customer
fails to curtail use of gas hereunder when requested by Company, Customer shall pay,
in addition to the appropriate above rates, either an amount equal to any payment
Company is required to make to Transporter as a result of Customer’s failure to curtail
or $10.00 per MMBtu of gas used in excess of the volume of gas to which customer is
requested to curtail, whichever amount is greater. Such payments, however, shall not

Owte Flled Dec 16, 1097 Iasund by: Michael-J-MansoaKent T. Larson
Effective
SOPUC Docket No. Chief Executive & General Manager Order Date
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Transportation Rate Summary

Availability

Small Volume Peak day requirements of less than 500 therms
Medium Volume Peak day requirements of 500 therms to 1,999 therms
Large Volume Peak day requirements of at least 2,000 therms

Maximum Customer Charge per Month
Small Volume $12.00

Medium Volume $50.00
Large Volume $290.00

Distribution Charge per Therm

Minimurm
Small Volume $0.012
Medium Volume $0.012

Large Volume $0.012

Date Filed Dac 16 1097
SDPUC Dockat No
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Northern States Puwer Company
South Dakota

m Michael 1 Hanson, Chuef Executive
ptianerpe)

and
$00 West Russell Street
PO Box 9%
Sioux Falls. SD 571010988

December 16, 1997 Telephone (603) 3398358 fax 139-8204

William Bullard, Jr

Executive Director

South Dakota Public Utilities Commission
500 East Capitol Avenue

Pierre. SD 57501

Re Application for an Order Establishing a Natural Gas Local Distribution Utility
and Establish Initial Natural Gas Transportation Rates for Northern States Power
Company - South Dakota

Dear Mr_ Bullard

Pursuant to South Dakota Statute 49-34A-10 and the Rules and Regulations of the South
Dakota Pubiic Utilities Commission (“SDPUC™ or “Commission”), Chapter 20 1013,
Public Utility Rate Filing Rules, Northern States Power Company - South Dakota (“NSP-
SD™), a business unit of Northern States Power Company (“NSP™) hereby submits for
filing this application to establish NSP-SD as a regulated natural gas local distribution
utility and 10 establish its initial natural gas transportation services rate and tariff subject to
the Commission’s jurisdiction

The initial rate will allow NSP-SD 10 serve the new Hutchinson Technology, Inc (“HTT™)
facility in the Sioux Empire Development Park Number $ in eastern Sioux Falls, South
Dakota through a new distribution lateral pipeline HT1 had contacted NSP-SD and
requested the proposed service

Pursuant to South Dakota Administrative Rules Section 20 1013 26, NSP-SD provides
the following information

(1) Name and address of the public utility.

Northern States Power Company - South Dakota
500 West Russell Street

P O Box 988

Sioux Falls, SD 57101-0988

(605) 339-8350




A copy of the proposed Tariff, Firm Transportation Service rate schedule and Form of
Service Agreement are included herein as Exhibit 5 The Tanff conforms with the
Commission Rules 20 10 13 02 through 20 1013 14, with the exception of Rules

20 10 13 04 and 20 10 13 05 NSP-SD secks waiver of Rules 20:10:13 04 and

2010 13 05 This request is addressed more fully in Section 12 of this document

No other type of service or rate will be offered on the pipeline at this time. In the future,
NSP-SD may add additional customers under the Firm Transportation service schedule. If
needed. NSP-SD will file additional rates and tariffs at a later time to meet the needs of
additional gas customers

(3) Description of the change.

The proposed tariff, rate schedule and form of service agreement would establish NSP-SD
as a regulated gas utility in the State of South Dakota, subject to Commission jurisdiction
The reasons for the proposal are described in the testimony of Mr Jim Wilcox in Exhibit
Number 2 The initial rate proposed herein is a vol rate reflecting underlying cost
data pertinent to the pipeline configured to serve the Hutchinson Technologies plant. The
cost support for this rate is explained by Mr John Winter in Exhibit number 4

(4) Reason for the change.

NSP presently serves retail natural gas to customers in Minnesota and North Dakota NSP
(Wisconsin) provides retail natural gas service in Wisconsin and Michigan In 1994, NSP's
electric generation business unit (“NSP G ) of a 13 mile
intrastate natural gas fuel delivery pipeline from near Harrisburg, SD to the Angus C
Anson Generating Site east of Sioux Falls This pipeline was built by NSP Generation with
a capacity to provide natural gas for up to four 125 MW combustion turbines At present
only two combustion turbines have been d NSP G has this
natural gas pipeline is available to serve NSP-SD so it can redeliver natural gas to retail
natural gas customers in the vicinity of the Angus C Anson site. NSP-SD will construct a
distribution lateral extension 10 the Hutchinson Technologies plant A portion of the
revenues 1o NSP-SD from the proposed transportation services will be transferred to NSP
Generation and applied as a credit to the electric generation revenue requirements for the
intrastate fuel delivery pipeline in future electric rate cases




(6) Proposed rate.

The p d rateisa ic rate per Mcf with a per month fixed customer
semcz chnge The cost basis for the proposed rate is supported by Mr. John Winter in
Exhibit 4 NSP-SD proposes 1o establish an initial rate which allows the rate for service to
ap tobe between a and a rate

(7} Proposed effective date of the rate.

NSP-SD requests the Commission allow the rate to be accepted for filing, subject to
refund, at the carliest possible date, preferably within 30 days following the date of the
filing The HTI plant is expected to be in commercial operation in February of 1998
However, gas service will be needed for construction heat prior to that time. The final
rates and tariff terms and conditions would be those approved by the Commission’s final
order afier heaning

8) A ximation of the annual amount of i s¢ or

The proposed maximum volumetric gas transportation rate, $0 214 / Mcf applied to the
estimated volume of 159,000 Mcf per year yields estimated revenues of $34,000 per year
at maximum rates

(9) Points affected

Natural gas will be received into the distribution lateral pipeline at the Angus C Anson
regulator station Because the proposed three mile distribution pipeline falls within the
definition in SDCL 49-41B-2 1(3b) of operating at less than twenty percent of specified
minimum yield strength as defined by 49 CFR 192 3, this pipeline is not a transmission
facility and, as such, no Commission permit is required under SDCL 49-41B-1. However,
NSP-SD recognizes that pursuant to SDCL 49-34B this proposed pipeline will fall under
Commission jurisdiction for pipeline safety review purposes NSP Generation is not
seeking the C: ission 10 take jurisdi over the fuel supply natural gas
pipeline serving the Angus C. Anson generating station, since this pipeline only directly
serves NSP Generation, and is thus exempt from Commussion jurisdiction under SDCL
49-34A-1(9A)

At present only Hutchinson Technologies is affected by the proposed rate and taniff




Pursuant to Rule 20 10 13 39 (subp 1), NSP-SD submits the following exhibits in support
of ths filing

Exhibit 2 Testmony of Mr Jim Wilcox. Project Support

Exhibit 3 Testimony of Mr Dan Woehrle, Technical Support

Exhibit 4 Testimony of Mr John Winter, Cost of Service
and Pipeline Rate (Pursuant to Rule 20.10.13:96)

Exhibit § Proposed Transportation Service Tanff’

Exhibit 6 Statements Required by Chapter 20 10:13

S¢ and F Tarifl St.

Pursuant to Rule 20 10 13 08, NSP-SD respectfully requests waiver of the Commission’s
tariff schedule arrangement and form of tariff rules (2010 13:04 and 20 10 1305) to the
extent necessary 10 accept the proposed tariff and rates on the date proposed  The rules
require various detailed administrative requirements for tariff changes which are
burdensome for NSP-SD since it will initially serve only one customer. Also, for simplicity
of administration, the attached tariff requests waiver of any other Commission rules
necessary 10 allow the tanff and rate to be effective on the date requested

13) Listing of Parti -ont: 1 R tatives, et

Michael J. Hanson, James P. Johnson,

Chief Executive & General Manager Senior Attorney

Northern States Power Company Northern States Power Company
PO Box 988 414 Nicollet Mall, 5th Floor
Sioux Falls, SD 57101-0988 Minneapolis, MN 55401

John D Winter David A Gerdes,

Senior Regulatory Consultant Attorney

Northern States Power Company May Adam Gerdes & Thompson
414 Nicollet Mall P O Box 160

Minneapolis, MN 55401 Pierre, SD 57501-0160




4) Notice; ing; ic I

Pursunnt to Rule 20 10 1317, a copy of this filing s available for public inspection at the
NSP-SD office located at 500 West Russell Street, Sioux Falls, South Dakota

15) Conclusi

NSP-SD respectfully requests that the Commission accept the proposed rate and tariff for
filing, subject to refund and subject to hearing, at the earliest possible date, preferably
within 30 days following the date of the filing Such an order would establish NSP-SD as a
local natural gas distribution utility in the State of South Dakota pursuant to SDCL 49-
34A-1. subject to Commission jurnisdiction

Dated December 16, 1997

Northern States Power Company - South Dakota

Michael 4/ Hanson
Chief Executive and General Manager
(605) 339-8358




Exhibit No. 5

Transportation Service Tariff




TARIFF SCHEDULES
APPLICABLE TO
INTRASTATE NATURAL GAS TRANSPORTATION SERVICE
OF

NORTHERN STATES POWER COMPANY - SOUTH DAKOTA

500 W. Russell St

PO BOX 988
Sioux Falis, SD 57101

Filed with the South Dakota Public Utilties Commission
as SDPUC No 1

Date Filed. December 16, 1987




Dakota
Gas Transportation Service Tarff SDPUC NO 1

NORTHERN STATES POWER COMPANY - SOUTH DAKOTA
GAS TRANSPORTATION SERVICE TARIFF
ORIGINAL VOLUME NO. 1

Date Filed Dec 16, 1097 Issued by Michael J Hanson
Docket No

SOPUC Chvef Executive & General Manager
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PRELIMINARY STATEMENT

Northern States Power Company - South Dakota (hereafter “NSP-SD* or
“Transporter”) is an electric utility and prospectively a natural gas utility company
planning to engage in the business of transporting and distributing natural gas in
intrastate commerce to end users in the State of South Dakota. NSP's system consists
of approximately three miles of distribution lateral pipeline in Minnehaha County, South
Dakota. NSP-SD will take delivery of natural gas at the compressor station located on

the Angus C. Anson site east of Sioux Falls and deliver it to end-use customers along
or at the terminus of the NSP distribution lateral line in Sioux Falls, South Dakota

Date Filed Dec 16, 1997 Issued by Michael J Hanson
SDPUC Docket No Chief Executive & General Manager
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GENERAL TERMS AND CONDITIONS

ARTICLE 1
DEFINITIONS

11 Bty shall mean one British Thermal Unit

12 Contract Demand® shall mean the aggregate of the maximum daily
quantities of gas, expressed in dkt per day, which Transporter is obligated to accept for
transportation for the account of Shipper from the points of receipt as set forth in the
Transportation Service Agreement (“TSA") between Transporter and Shipper.

13 Contract Year" shall mean the twelve month period commencing
November 1 and terminating on October 31 of each year, until this Agreement shall
have expired or otherwise been terminated in accordance with its terms

14 “Day” shall mean the period of 24 consecutive hours, starting at 9:00 am.
Central Clock Time, or such other 24 hour gas day period as established in Northern's
Tarft

15 Dkt" shall mean the quantity of heat energy which is equivalent to
1.000.000 British Thermal Units (BTU). One “dkt” of gas means the quantity of gas
which contains one dekatherm of heat energy. The total dekatherms are calculated by
muitiplying the gas volume in Mcf by its total gross heating value, divided by 1,000

16 :Eguivalent Quantities” shall mean the sum of quantities of gas measured
in dkt received by Transporter and delivered for the account of Shipper at the points of
receipt and delivery during any given period of time reduced by the sum of Shipper’s
Pro Rata Share of Lost and Unaccounted For Gas resulting from the operations of the
System during the same period of time. In the event the ownership of gas lost as a
result of an event of force majeure can be reasonably identified, the quantity thereof
shall be charged to the Shipper or Shippers so identified

17 :Gas’ shall mean natural gas, unmixed or any mixture of natural and
atficial gas

18 “Gross Heating Value® shall mean the number of BTU's produced by the
complete combustion, at a constant pressure, of the amount of gas which would occupy
a volume of one (1) cubic foot at a temperature of 60 degrees Fahrenheit on a dry
basis and at a pressure of 14 73 psia with air of the same temperature and pressure as
the gas, when the products of combustion are cooled to the initial temperature of the
gas and air, and when the water formed by combustion has been condensed to the
liquid state

Date Filed Dec 16, 1997 Issued by Michael J Hanson
SDPUC Docket No Chief Executive & General Manager




Northarn States Power Company Onginal Sheet No 5
Sioux Falls, South Dakota
Gas Transportation Service Tanft SOPUC NO 1

19 *Maximum Daily Quantity” shall mean the maximum quantity expressed in

dkt per day that the Transporter is obligated to receive for the account of Shipper at the
point of receipt, as established in Exhibit A to Shipper's TSA

110 :Mcf shall mean 1,000 cubic feet of gas determined in accordance with
the measurement base described in Paragraph 3 1 hereof

111 “Month" shall mean the period beginning at 9:00 am. Central Clock Time
on the first day of the calendar month and ending at the same hour on the first day of
the next succeeding month

112 ‘Northern" shall mean Northern Natural Gas Company, its successors and
assigns

113 ’Northern's Tanff" shall mean the Northern's FERC Gas Tariff as it may
be in effect from time to time

114 Pro Rata Share” shall mean the ratio that the Guantity of gas delivered to
Transporter for the account of Shipper to the total quantity of gas delivered to
Transporter by all shippers for transportation in the System during any given period of
tme

115 :SDPUC" shall mean the South Dakota Public Utilities Commission or any
commission, agency or other state g body s g to the powers of
such commission

116 :Shipper” shall mean any party to a TSA providing for transportation of
natural gas on Transporter's System. For purposes of Articles V and VI, “Shipper” shall
also mean Shipper's Agent designated to provide day-to-day transportation
management for Shipper Shipper may change such designation from time to time
upon written notice to Transporter

117 :System’ shall mean the pipeline and related pipeline facilities at the time
owned by Transporter

118 :TSA" shall mean the Transp 1 Service Ag between
Transporter and Shipper in the form set forth in this Tariff

119 ‘Unaccounted For Gas" shall mean the difference between the sum of all
input quantities of gas to the System and the sum of all output of gas from the System,
which difference shall include but shall not be limited to gas used and accounted for in
System operations, meter errors (subject to Section 3 8) and gas lost as a result of an
event for force majeure, the ownership of which cannot be reasonably identified

Date Fied Dec 16 1997 Issued by Michael J Hanson Eftective
SOPUC Docket No Chief Executive & General Manager Order Date
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ARTICLE Il
QUALITY

21 uality Standards of Gas Received by Transporter. The gas to be
delivered by Transporter shall be of merchantable quality and shall meet the minimum
quality standards, as may be established or revised from time to time in Northern's
Tarff

22 Quality Tests At the point of receipt, Transporter may cause tests to be
made, by approved standard methods in general use in the gas industry, to determine
whether the gas conforms to the quality specifications set out in Paragraph 2.1 hereof.
Such: tests shall be made at such intervals as Transporter may deem reasonable, and
at other times, but not more often than once per day, or at the request of Shipper

23 Failure to Conform If gas delivered by Shipper does not comply with the
quality specifications set out in Paragraph 2. 1 hereof, Transporter shall have the right,
in addition to all other remedies available to it by law, to refuse to accept any such gas.
Transporter may, at its option and upon notice to Shipper, accept receipt of gas not

complying with the quality specifications set out in Paragraph 2.1 herein provided.
Transporter, at the expense of Shipper, may make all changes necessary to bring such
gas into compliance with such specifications

24 uality Standards of Gas Transported By Tran: er. Transporter shall
use reasonable diligence to deliver gas for Shipper which shall meet the quality
specifications set out in Paragraph 2.1 hereof, but shall only be obligated to deliver gas
of the quality which results from the commingling of gas received by Transporter from
Shipper and other shippers.

Date Fied Dec 16 1987 Issued by Michael J Hanson Effective
SDPUC Docket No Chief Executive & General Manager Order Date
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ARTICLE Il
MEASUREMENT

31  Unit of Measurement and Metering Base The volumetric measurement
base shall be one cubic foot of gas at a pressure base of 14.73 pounds per square inch
absolute at a temperature base of 60 degrees Fahrenheit, and without adjustment for
water vapor content

32 Atmosphere Pressure For the purpose of measurement, the absolute
atmosg heric (barometric) pressure at each measuring station shall be the atmospheric
pressure determined by calculations based on the actual elevation above sea level of
the meter at the place of measurement, and shall be stated in pounds per square inch

33 Temperature If determined to be necessary in the sole discretion of
Transporter. the temperature of the gas shall be determined at each point of
measurement by means of properly installed recording thermometer, an indicating
thermometer. an electronic temperature measuring device, or a temperature
compensating meter of standard manufacture acceptable to Transporter.

34  Specific Gravity, If red tobe r y in the sole of
Transporter, the specific gravity of the gas shall be determined at each point of receipt
by one of the following methods

(a) By means of a properly installed recording gravitometer of standard manufacture
acceptable to Transporter

(b) ¥ (a) s not considered feasible, then by use of a portable specific gravity
balance of standard manufacture, or other standard device acceptable of Transporter
and designed for such purpose or use in conjunction with a continuous sampler

(c)  Other methods acceptable to Transporter

35 Measurement Procedures. Quantities of gas received and delivered
hereunder shall be measured in accordance with Procedures contained in ANSI-AP|
2530 First Edition. AGA Committee Report No. 5, AGA Committee Report No. 7, and
AGA Committee Report No 8, or revisions or amendments thereto

36 Measuring Equipment Unless otherwise agreed, Transporter will
provide. maintain, and operate necessary measuring and regulating stations equipped
with flow meters and other necessary measuring equipment by which its quantities of
gas delivered from Transporter hereunder shall be determined. Such measuring and
regulating stations shall be so installed at the receipt point of the System and at other
agreeable points  All flow, measuring, testing, and related equipment shall be of
standard manufacture and type acceptable to Transporter

Date Fied Dec 18 1997 Issued by Michael J Hanson
SOPUC Dochet No Chvef Executive & General Manager
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Transporter and Shipper shall cause the chart on all gas measurement equipment to be
changed. or mechanical or electronic indices read, by either Transporter or by
Shipper's representative (where economical) on a daily basis. If telemetering is not
installed Shipper shall change recording charts on Transporter’s Delivery point
metenng faciities or otherwise read Transporter's meter on a daily basis at a time
specified by Transporter. Shipper may install check measuring equipment, provided
that such equipment shall be so installed as not to interfere with operation of
Transporter

When Transporter deems it necessary, telemetering equipment shall be installed on
Shipper's delivery point meter(s) Transporter will install and maintain the telemetering
faciiies Shipper shall provide, install and maintain a weatherproof phone service and
electrical service outiet with appropriate grounding for telemetering equipment

Shipper and Transporter. in the presence of each other, shall have access to all
measuring equipment at all reasonable times, but the reading, calibrating, and
adjusting thereof shall be done by the Transporter, unless otherwise agreed. Shipper
and Transporter shail have the right to be present at the time of any installing, reading,
cleaning, changing. repairng, inspecting, testing, calibrating, or adjusting done in
connection with all measuring equipment. The records from such measuring equipment
shall remain the property of Transporter Reasonable care shall be exercised in the
nstallation, maintenance and operation of measuring equipment so as to avoid any
inaccuracy in the determination of the quantity of gas received and delivered

37 Calibration and Test of Meters The accuracy of all measuring equipment
shall be verified by the Transporter at reasonable intervals, and if requested, in the
presence of representatives of Shipper Transporter shall not be required to verify the
accuracy of such equipment more frequently than once in Contract Year. If either party
at any time desires a special test of any measuring equipment, it will promptly notify the
other, and the parties shall then cooperate to secure a prompt verification of the
accuracy of such equipment  Transportation and related expenses incurred by Shipper
or Transporter involved in the testing of meters shall be done by the party incurring
such expense

38 Correction of Metering Errors_ If. upon any test, any measuring
equipment 1s found to be in error, such errors shall be treated in the following manner
If the resuitant aggregate error in the computed receipts or deliveries is not more than
2%, then previous receipts of deliveries shall be considered accurate. All equipment
shall, in any case, be adjusted at the time of test to record to zero error. If, however,
the resultant aggregate error in computed receipt or deliveries exceeds 2% at a
recording corresponding to the average hourly rate of gas flow for the period since the
last preceding test, the p of such it shall be corrected to
2ero error for any period which is known deﬁnnaly or agreed upon. In case the period
is not known definitely or agreed upon, such correction shall be for a period extending

Date Fied Dec 16 1967 Issued by Michaei J Hanson
SOPUC Docket No Cheef Executive & General Manager
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over one-half of the ime elapsed since the date of the last test, not exceeding a
correction penod of 180 days

39 Failure of Measuring Equipment. In the event any measuring equipment
is out of service. or is found registering inaccurately and the error is not determinable
by test. or by previous recording, receipts or deliveries through such equipment shall
be estimated

(a) By using the registration of any check meter or meters, if installed and
accurately registering, or in the absence of (a)

(b) By correcting the error if the percentage of error is ascertainable by calibration,
special test, or mathematical calculation, of in the absence of both (a) and (b) then;

(©) By estimating the quantity of receipt or delivery based on receipts or deliveries
during preceding periods under similar conditions when the measuring equipment was
registering accurately

310 Preservation of Records Shipper and Transporter shall preserve all test
data charts and other similar records for a period of at least one year, or such longer
penod as be required by the SDPUC or other jurisdictional public authority.

ARTICLE IV
RECEIPT AND DELIVERY POINTS

41 Pomnt of Receipt The initial point of receipt hereunder shall be the point
of nterconnection between the facilities of Transporter and the facilities of Northern
States Power Company - Generation located in Minnehaha County, South Dakota.
Shipper shall deliver. or cause to be delivered, gas to Transporter at the point or
recespt for transportation service, set for in Exhibit A attached to Shipper's TSA

42 Points of Delivery The point(s) of delivery hereunder shall be the point(s)
of connection between the facilities of Transporter and the facilities of Shipper, where
Transporter shall deliver gas for the account of Shipper Such point(s) of delivery are
set forth in Exhibit A attached to Shipper's TSA. Unless otherwise agreed, the

wnent of any point of delivery at the request of Shipper shall be at
the expense of Shipper

Date Filed Dec 16 1997 Issued by Michael J Hanson
SOPUC Dochet No Chief Executive & General Manager
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ARTICLE V
SCHEDULES

51 Schedules Prior to the first day of each month, Shipper shall furnish
Transporter with a schedule showing the estimated daily quantities of gas Shipper
desires Transporter to transport during such month  Such monthly schedule shall be
provided at least one hour before the deadline for monthly nominations in Northern's
Tariff Thereafter Shipper shall on a daily basis advise Transporter of the volumes
Shipper will deliver during the following day at least one hour prior to the time
Transporter must submit daily nominations to Northern pursuant to Northern's Tariff
However, Shipper may establish a standing schedule of daily volumes, notifying
Transporter prior to any day when Shipper’s daily deliveries will differ from the standing
schedule by more than the daily delivery variance (+/-) established in Northern's Tariff.

52 Departures from Schedules Departures from the scheduled deliveries at
the point of receipt shall be kept to the minimum p by operating s, and
shall be balanced as soon as practicable. Shipper shall use its best efforts to give
Transporter notice prior to proposed change of a daily quantity from that set forth in the
schedule provided for in Paragraph 5 1 hereof Such notice shall be provided at times
consistent with the notice period for intra-day nomination changes set forth in
Northern's Tarff  Transporter may waive such notice upon request ff, in its judgment,
operating conditions permit such waiver. Transporter and Shipper shall inform each
other of any other changes of deli upon kr thereof

53 Hourly Varation Deliveries shall be made at uniform hourly rates to the
extent practicable Transporter's obligation to deliver shall not exceed 1/16th of
Shipper's Maximum Daily Quantity in any given hour

ARTICLE VI
DAILY AND MONTHLY BALANCING

61  Scheduling and Balancing Tolerances. It is recognized that the parties
will be unable to control exactly the quantities of gas delivered and accepted hereunder
on any day, and that deliveries by Shipper and redeliveries by Transporter may vary
above or below the quantities scheduled on any day. However, nothing in this
paragraph shall affect Shipper’s obligation to pay for gas actually transported

6.2 Daily Variance The daily variance for a receipt point shall be the
difference between the total quantities scheduled for receipt and the actual quantity
delivered into Transporter's System  The daily variance for a delivery point shall be the
difference between the total quantities scheduled and the actual quantity delivered by
Transporter at such point on any day Shipper shall take action to correct any daily
vanance between scheduled and actual receipts and deliveries occurring during the

Date Filed Dec 16 1997 Issued by Michael J Hanson
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month by making adjustments to schedules, receipts or deliveries. In no event shall the
daily excess or deficiency vanance exceed the allowable daily point of delivery
vanation set forth in Northern's Tariff

63 Monthly imbalances Shipper's monthiy imbalance shall be the net total
of daily vanance from all receipts and delivery points Such monthly imbalance shall be
corrected in-und through adjustments to Shipper's schedules, receipts or deliveries in
order for Shipper to receive Equivalent Quantities, or by such other method as is then
mutually agreed upon by the parties hereto. The cumulative daily variances during any
mon'h above or below the quantities scheduled shall not exceed the monthly point of
delivery monthly varance set forth in Northern's taniff

64 Disposttion of Excess Gas In order to alleviate conditions that threaten
the integnity of its System, Transporter may periodically acquire quantities of gas that
are in excess of System needs Transporter may make interruptible sales of such gas
form time to time at the point of receipt pursuant to 18 CFR 284 402 Such sales shall
be made under rates, terms and conditions mutually agreed upon between Transporter
and the purchaser. provided that all such sales shall be fully interruptible.

ARTICLE VI
PRESSURE

71 Pressure at the Points of Receipt. Shipper shall cause the gas to be
delivered at the points of receipt at a pressure sufficient to allow the gas to enter the
System. however, Shipper shall not be required to deliver gas to the Transporter at any
point of receipt at a pressure in excess of the minimum pressure specified with respect
to each receipt point in Exhibit A of Shipper's TSA

72 Pressure at Points of Deiivery. Transporter shall deliver gas lo Shipper's
delivery points at the pressure existing in the Transporter's pipeline; however,
Transporter must deliver gas to each point at a pressure not less than the minimum
pressure spectfied with respect to each delivery point in Exhibit A to Shipper's TSA
Transporter, however, shall not be required or permitted to deliver gas at a pressure in
excess of the maximum pressure specified for each point of delivery set forth in Exhibit
A attached to Shipper's TSA

ARTICLE Vil
BILLING AND PAYMENT

81 Biling Unless otherwise agreed, on or before the 10th day of each
month, Transporter shall render to Shipper a statement of the total amount of gas
delivered by Transporter to Shipper at the points of receipt hereunder during the
preceding month and the amount due. When information necessary for billing

Date Filed Dec 16 1997 Issued by Michael J Hanson Effective
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purposes is in the control of Shipper, Shipper shall furnish such information to
Transporter on or before the 10th day of the month

Shipper and Transporter shall have the right to examine at reasonable times
books, record, and charts of the other to the extent necessary to verify the accuracy of
any statement, charge, or computatior: made under or pursuant to any of the provisions
hereof

82 Payment Unless otherwise agreed, Shipper shall pay Transporter at its
general office or at such other address as Transporter shall designate on or before the
28th day of the month, the amount due for the preceding month. If presentation of a bill
by Transporter is delayed after the 20th day of the month, then the time of payment
shall be extended accordingly unless shipper is responsible for such delay

83 Remedies for Failure to Pay. Should Shipper fail to pay all or any portion
of any bill as herein provided when such amount is due, interest on the unpaid portion
of the bill shall occur at a rate of one percent (1%) per month. If such failure to pay
continues for 30 days after payment is due, Transporter may, in addition to any other
remedy it may have hereunder, suspend further delivery of gas until such amount is
paid, if authorized pursuant to the rules of the SDPUC

84 Disputed Bills If Shipper in good faith shall dispute the amount of any
such bill or part thereof and shall pay to Transporter such amounts as it concedes to be
correct and, at any time thereafter within 30 days of a demand made by Transporter,
shall furnish a good and sufficient surety bond in an amount and with surety
satisfactory to Transporter, guaranteeing payment to Transporter of the amount
ultimately found due upon such bills after a final determination which may be reached
either by agreement or judgment of the courts, as may be the case, then Transporter
shall not be entitied to suspend further delivery of gas unless and until default be made
in the conditions of such bond

85 Adustment of Billing Errors If it shall be found that at any time or times
Shipper has been overcharged or undercharged in any form whatsoever under the
provisions hereof and, in the case of an overcharge, Shipper shall have actually paid
the bill containing such overcharge, then within 30 days after the final determination of
such overcharge or undercharge, the appropriate party shall pay to the other party the
amount of said overcharge or undercharge, net of any other amounts then payable
hereunder. In the event an error is discovered in the amount billed in any statement
rendered by Transporter, such error shall be adjusted within 30 days of the
determination thereof provided that claim therefor shall have been made within one (1)
year from the date of such statement. If the parties are unable to agree on the
adjustment of any claimed error, any resort by either of the parties to legal procedure,
erther by law. in equity, or otherwise, shall be commenced within 12 months after the
supposed cause of action is alleged to have arisen, or shall thereafter be forever
barred

Issued by Michael J Hanson
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ARTICLE IX
CONTROL OF GAS

S1 Responsibity for Gas As between the Shipper and Transporter hereto,
Shipper shall be in exclusive control and possession of the gas until such has been
delivered to Transporter at the point of receipt, and after such gas has been
redelivered to or for the account of Shipper by Transporter at the point(s) of delivery
Transporter shall be in exclusive control and possession of such gas while same is in
the System between the point or receipt and the point(s) of delivery The party which
shall be in exclusive control and possession of such gas shall be responsible for all
njury or damage caused thereby

ARTICLE X
FORCE MAJEURE

101 Force Majeure Netther party shall be responsible or held liable for any
loss or damage resulting from failure to perform its obligations due to any cause
beyond its reasonabie control. provided, however, that such force majeure affecting the

performance hereunder by either Shipper or Transporter shall not relieve such party of
liabilty in the event of its own concurning negligence or in the event or its own failure to
use due diligence to remedy the situation and to remove the cause in an adequate
manner and with all reasonable dispatch, provided further, that no such causes
affecting such performance shall relieve either party from its obligation to make
payments as determined hereunder or entitie either party to exercise any right to offset
against any such payment obligation

102 Defintion The term “force majeure” as used herein shall mean acts of

God, strikes, lockouts, or other industrial disturbances: acts of a public enemy, wars,
inst riots, . landslides, lightning, earthquakes, fires,

storms, floods, washouts, arrests and restraints of the government, either federal or
state, civil or military, civil disturbances; shutdowns for purposes of necessary repairs,
relocation, or construction of facilities; breakage or accident to machinery or lines of
pipe. the necessity for testing (as required by governmental authority or as deemed
necessary by repairs or alteration to machinery or lines of pipe); failure of surface
equipment Or Pip . accidents, s, inability of either party hereto to obtain
necessary material, supplies. or permits, or labor to perform or comply with an
obligation or condition of this Agreement, rights of way, and any other causes, whether
of the kind herein enumerated or otherwise, which are not reasonably in the control of
the party claiming suspension It 1s understood and agreed that the settiement of
strikes or lockouts shall be entirely within the discretion of the party having the difficulty
and that the above requirement that any force majeure shall be remedied with all
reasonable dispatch shall not require the settiement of strikes or lockouts by acceding
to the demands cf an opposing party when such course is inadvisable in the discretion
of the party having the difficulty

Date Fiec Dec 16 1967 Issued by Michael J Hanson
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ARTICLE XI
INTERRUPTIONS

111 Notice of interruption  Transporter shall at all times attempt to operate, or
cause to be operated, its System in a manner designed to make possible, as nearly as
practicable, continuous receipt of gas from, and delivery of gas to, Shipper in the
respective quantities provided for in Shipper's TSA If an interruption or curtailment of
such receipt andlor delivery shall become necessary. Transporter shall at once attempt
to notify Shipper by facsimile or telephone or other prompt means of communication of
the nature, extent and probable duration of such interruption or curtailment and of the
quartity of gas which Transporter estimates it will be able to receive from and deliver to
Shipper during the period of interruption or curtailment, and shall give like notice of the
cessation of such interruption or curtailment

112 Aliocation of Reduced Capacity If the effective capacity of all or a portion
of Transporter's System is reduced as a result of force majeure, repairs, maintenance

or any other cause, whether similar or dissimilar, and some curtailment of the quantity
of gas to be received from shippers under their transportation agreements is required
as a result, the reduced capacity shall, during the period of curtailment, be allocated
proportionately, according 1o their respective Maximum Daily Quantities, among those
shippers whose gas must be received or delivered at or transported through, the
affected facilities

113 Scheduling of Receipts and Deliveries Transporter shall schedule all
quantities tendered under all services performed by Transporter in sequence as
follows First to Transporter’s firm transportation shippers, and second 1o other Rate
Schedules that may be approved. in the order of priority as may be approved by the
SDPUC or other regulatory bodies with junisdiction

ARTICLE XII
INCORPORATION IN RATE SCHEDULES AND TRANSPORTATION AGREEMENTS

121 These General Terms and Conditions as incorporated in and are part of
Transporter's Rate Schedules and Transportation Service Agreements. In the event of
a conflict between these General Terms and Conditions and terms in Transporter's
Rate Schedules or TSA's, these General Terms and Conditions shall govern

Dute Fiec Dec 16 1967 issuec by Michaei J Hanson Effective
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RATE SCHEDULE - FIRM TRANSPORTATION SERVICE

10 Availability This Rate Schedule is available for the transportation of
natural gas on a firm basis for any end user Shipper where (i) Transporter has
determined that sufficient System capacity exists 10 provide the service requested by
Shipper and (ii) Shipper has executed a Transportation Service Agreement ("TSA")
wherein Transporter agrees to transport gas for Shipper’s account up to a specffic
maximum daily quantity Transporter is not obligated to provide transportation service
for resale

20 Gas Supply Upstream Transportation New Facilities. Shipper shall be
responsible for arranging for all natural gas supplies and interstate transportation of
shupper's gas on Northern to the point of receipt Transporter will arrange for
transportation on the NSP-Generation intrastate pipeline on behalf of Shipper. Unless
otherwise agreed, Shipper must pay for all facilities required to physically connect to
Transporter's pipeline

30 Receipts and Deliveries The Point of Receipt for all gas transported by
Transporter under this Rate Schedule shall be at the interconnection of Transporter's
System with Northern States Power Company - Generation located in Minnehaha
County, South Dakota. The Point(s) of Delivery shall be at the point(s) designated in
the Exhibit A attached to Shipper's TSA

40 Rates and Charges The rates for service under this Rate Schedule are
included in the appendix of the Gas Transportation Agreement. However, Transporter
has the nght at any time to file with the SDPUC to adjust the rates applicable to service
under this Rate Schedule

50 Daily Tolerance, Penalty Provisions The daily tolerance level (+/-) from
Shipper’s daily scheduled volume shall be the daily variance established in Northern's
Tarff. Uniess otherwise agreed, in the event the daily quantity of gas delivered by
Shipper deviates above or below the daily scheduled volume in excess of the
Northern's Tariff tolerance level, and Transporter is assessed charges or penalties by
Northern, Shipper shall pay, in addition to the appropriate rates contained in this tariff,
an amount equal to any payment Transporter is required to make to Northern

60 General Terms and Conditions. Any terms of conditicns not specified in
this Rate Schedule shall be determined consistent with Transporter's General Terms
and Conditions, which are incorporated by reference into this Rate Schedule

Date Filed Dec 16, 1997 Issued by Michael J Hanson
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INDEX OF SHIPPERS

Shipper Rate Schedule Effective Date Expiration Date
Hutchinson Technology. Inc FT 12/01/97 2/28/2008
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NATURAL GAS TRANSPORTATION SERVICE AGREEMENT

This Gas Transportation Agreement (*Agreement”) is made this ____ day of
19 __ by and between NORTHERN STATES POWER COMPANY, a Minnesota
corporation, (hereinafter called "NSP" or “Company”), and .a
Minnesota corporation, (hereinafter called “Customer”). Customer will enter into
agreement to purchase natural gas and have that gas delivered to a town border
station of Company Customer and Company desire to enter into this Agreement to
have said gas transported by Company to Customer’s plant facilities.

WITNESSETH The parties hereto, each in cor ) of the ag it of
the other, agree as follows

10 TERM This Agreement shall commence on . and
continue until and, if not by at least 180 days prior
notice. shall continue further until so terminated

11 CHARACTER OF SERVICE The transportation and delivery of gas
hereunder is on a firm basis. In cor 1 for NSP's ag: 1t to provide firm
transportation service at the rates set forth in Section 3 2, Customer agrees to utilize
natural gas transported by NSP for all the non-electric energy requirements of the Plant
equipment for the term of this Agreement.  However, Customer may use a fuel other
than natual gas in the case of (i) a force majeure or other emergency condition on the
NSP distribution system or Transporter's pipeline system, as provided in this

or Transporter's Tariff, or (ii) a failure of Customer's gas supply as defined
n Section 2 0 for reasons beyond the control of Customer.

12 CONTINUITY OF SERVICE The Company will endeavor to provide
continuous service but does not guarantee an uninterrupted or undisturbed supply of
gas The Company shall not be responsible for any loss or damage resulting from the
nterruption or disturbance of service for any cause other than the gross negligence of
the Company The Company shall not be liable for any loss of prcfits or other
consequential damages resulting from the use of service or any interruption or
disturbance of service

20 LIMITATION ON OBLIGATION TO DELIVER This Transportation
Agreement is expressly contingent upon Customer or Customer's Agent's procurement
of natural gas supplies and interstate pipeline transportation to the Company receipt
point in __Minnehaha County, SD _ If Customer or Customer’s Agent fails to deliver
gas to Company at the designated town border station, Customer shall immediately
cease using gas Company is not obligated to provide backup sales service to
Customer However, Company may at its option, agree to provide backup gas service

Date Filed Dec 16 1597 Issued by Michael J Hanson
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21 REQUIREMENTS AND DELIVERIES; POINT OF DELIVERY. Company
agrees to accept delivery of Customer’s gas at the inlet of Company's distribution
system in __Minnehaha County, SD and, on a firm basis, transport and deliver said
gas to Customer's point of delivery in volumes up to ____ MMBTU per day, or such
other volumes as is mutually agreed Customer’s point of delivery shall be the outlet of
the meter ir  at

22 DAILY NOMINATIONS Customer or Customer's Agent shall on a daily
basis advise Company's gas dispatcher in St. Paul of the volumes Customer will
request to be delivered during the following Gas Day. Customer may alternatively elect
to make a standing nomination with Company, notifying Company on any day when
customer’s daily deliveries will differ from the standing nomination by more than five (5)
percent Customer shall submit daily or corrected standing nominations to Company at
least 24 hours in advance of the start of the Gas Day. Customer’s daily or standing
nomination shall be its best of the exp L ion for the Gas Day. If
Customer and Company mutually agree, Company will relay Customer's daily or
standing nomination to Customer’s Agent, gas supplier(s), and Transporter.

23 DISPATCHING Customer will adhere to gas dispatching policies and
procedures established by Company from time-to-time to facilitate service under this
Agreement Company will inform Customer of any changes in dispatching policies that
may affect this Agreement as they occur

24 RATE OF FLOW The gas supply shall be transported to Customer at a
rate of flow up to but not exceeding cubic feet per hour at the point of
delivery Gas shall be delivered at such pressures and temperatures as may exist
under operating conditions at Customer's service location. Operating pressures at this
location shall normally be psi

27 REFUSAL OR DISCONTINUANCE OF SERVICE (a) With notice, the
Company may refuse or discontinue gas service for any of the following reasons
failure to pay amounts payable when due; breach of contract for service; failure to
provide the Company with reasonable access 1o its property or equipment; when the
Comgany is unable to furish gas service to Customer because it cannot obtain permits
or necessary right-of-way, when necessary to comply with any order or request of any
governmental authority having jurisdiction

(b) Upon such notice as is reasonable under the circumstances, the Company
may temporarnily discontinue gas service when necessary to make repairs,
replacements, or changes in Company’s equipment or facilities

{c) Without notice the Company may disconnect gas service to Customer in
the event of an unauthorized use of or tampering with Company's equipment or in the
event of a condition determined to be hazardous to the Customer, to other customers of
the Company. to the public, or to the Company’s employees, equipment, or service

Dete Fied Dec 161997 ssued by Michael J Hanson Effective
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Any discontinuance of service will not relieve Customer from Customer’s obligations to
the Company

28 BALANCING Customer and Company agree to balance daily delivery
point nominations with actual deliveries (as defined in Paragraph 3 2) on an ongoing
basis Customer agrees to exert its best efforts to keep daily deliveries within five (5)
percer:t of daily nomination. Customer and Company shall balance as operationally
necessary. but no less than monthly. Customer or Customer’s Agent shall be
responsibie for balancing receipt point nominations made to Transporter with receipt
point deliveries made by Customer or Customer’s Agent's gas supplier(s)

29 MONTHLY CASHOUT MECHANISM. Unless otherwise agreed,
Customer’s monthly imbalance will be corrected by a cashout mechanism. Customer's
monthly imbalance is the difference between (1) the sum of Customer's daily
nominations for the month and (2) Customer’s actual metered use. Monthly volumetric
imbalances will not be carried forward to the next calendar month

Undertake Purchase Payment If Customer utilizes less gas than the volume Customer
nominated and delivered to NSP system, Customer shall sell the undertake gas to
NSP Customer shall be paid an Undertake Purchase Payment equal to the monthly
imbalance times the Undertake Purchase Rate

Monthly imbalance % Undertake Purchase Rate

100% to 98% Index + Transporter's Firm Transportation (TF)
Commodity rate(s)

98% to 90% [Index + Transporter's TF Commodity rate(s)] x 0.75
Less than S0% [Index + Transporter's TF Commodity rate(s)] x 0.50

If Customer utilizes more gas than the volume Customer nominated
and delivered to the NSP system, Customer shall purchase the overtake gas from NSP
Customer shall be assessed an Overtake Charge equal to the monthly imbalance times
the Overtake Rate

Monthly imbalance % Overtake Purchase Rate

100% to 102% Index + Transporter's Interruptible Transportation (IT)
Commodity rate(s)

102% to 110% [Index + Transporter's IT Commodity rate(s)] x 1.25
Greater than 110% [Index + Transporter’s IT Commodity rate(s)] x 1.50

Index for Monthly Cashout. The Index being used is Inside FERC Gas Market Report's
first of the month “Prices of Spot Gas Delivered to Pipelines” for Northern Natural

(D pipeline rate consists of all interstate pipeline
charges -ncludmg GRI surcharge, Angus C. Anson fuel supply pipeline surcharge, fuel
costs and commodity rate(s) All conditions of the monthly cashout mechanism apply

Date Fied Dec 16 1967 Issued by Michael J Hanson
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unless Customer and NSP agree otherwise. However, NSP will treat similarly situated
customers on a non-discriminatory basis

30 CHARGES Commencing with the date of initial deliveries of gas by
Company_ the charges for this transportation service shall be according to Appendix A

31 MONTHLY CUSTOMER CHARGE As established in Appendix A The
customer charge shall not exceed the maximum charge on file with the South Dakota
Public Utilities Commission

32 VOLUME CHARGE A Volume Charge equal to the product of (i) the actual
delivenes made by Company to Customer during the billing period, and the fixed rate
per MMBtu stated in Appendix A The volume metered by NSP will be considered the
actual volume delivered by Company to Customer. All volumes will be adjusted for Btu
content and supercompressibility The volume charge per MMBTU shail not exceed the
maximum charge on file with the South Dakota Public Utilities Commission.

33 TAXES In addition to the rates specified above, NSP shall collect any

federal. state or local sales, use, excise, or other such taxes and fees that are legally
effective and applicable to the service provided hereunder

34 PENALTY PROVISION Customer shall be liable for any balancing or other
penalties imposed on NSP by Transporter and caused by Customer’s actions
Customer shall aiso be liable for any incremental costs incurred by Company, if any,
caused by Customer’s failure to stay within the +/- 5 percent daily tolerance zone

35 ADDITIONAL CHARGE FOR USE DURING CURTAILMENT. If Customer
fails to curtail use of gas hereunder when requested by Company, Customer shall pay,
in addition to the appropriate above rates, either an amount equal to any payment
Company is required to make to Transporter as a result of Customer’s failure to curtail,
or $10.00 per MMBtu of gas used in excess of the volume of gas to which customer is
requested to curtail, whichever amount is greater. Such payments, however, shall not
preciude Company from shutting off Customer's gas supply in the event of Customer's
failure to curtail gas use thereof when requested by Company to do so.

40 PAYMENT OF BILLS All bills are payable at Company's office on or
before the tenth day succeeding the date bill is rendered for service supplied by
Company in the preceding month. Should Customer fail to remit the full amount when
due, Customer shall pay a Late Payment Charge of 1% to be added to the next month's
bill after the date due

41 DISPUTED BILLS If Customer in good faith disputes the amount of any
monthly billing or part thereof, Customer shall pay Company the amount Customer
believes to be correct and notify Company in writing of the basis for disputing the bill
Company shall promptly investigate the matter and submit a corrected bill to Customer

Date Filed Dec 16 1997 Issued by Michael J Hanson
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If Customer has underpaid the amount actually due, Customer shall within five (5) days
remit the additional amount due. If Customer has overpaid the amount actually due,
Company shall refund the overpayment by a credit to Customer’s next bill. Company
agrees o waive the late payment charge for the disputed portion of any bill if Customer
disputed the bill in good faith

50 ILLIN R RTAILMENT N H
The applicable addresses and/or telephone numbers for billing, curtailment notices,
and other notices under this Ags t are p in the App Ctothis
Agreement

60 TITLE TO GAS. Unless otherwise agreed, Customer shall possess title to
Customer’s gas while being transported by Company. However, Company may, if the
parties mutually agree, take title to Customer's gas to arrange interstate or intrastate
pipeline transportation from Transporter to Company's receipt point

61 WAIVER OF LIABILITY. Customer shall hold Company blameless for any
termination of gas service caused by failure of Customer, Customer’s Agent

Customer's gas supplier(s) or Transporter to deliver gas to Company's designated
receipt point

70 TELEMETERING Telemetering equipment shall be instalied on
Customer's premises in order to measure daily and monthly deliveries to Customer.
Company will install and maintain the telemetering facilities Customer shall provide
install and maintain a weatherproof phone service and electrical service outlet with
appropriate grounding for telemetering equipment at Customer’s cost

80 REGULATORY AUTHORITY This agreement is subject to all valid laws,
orders, rules and regulations of any and all duly constituted authorities having
jurisciction over the subject matter herein and is subject to the receipt of any necessary
authorization for the transportation service contemplated herein.

90 REPORTING REQUIREMENTS. Customer shall fumish to NSP all
as may be required or approp to comply with reporting requirements of
duly constituted authorities having jurisdiction over the subject matter herein

10 0 CONFIDENTIALITY The terms of this contract, including but not limited to
Customer's delivered price of gas, NSP's customer charge and volume charge, the
volume of gas transported, and all other material terms of this contract shall be kept
confidential by NSP and Customer, except to the extent that any information must be
disclosed to a third party as required by law or for the purpose of effectuating
transportation of the subject gas pursuant to this Agreement

11.0 SUCCESS!ON, ASSIGNMENT. This Agreement shall inure to and be
equally binding on the respective parties, their successors and assigns. Neither party
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shall assign this Agreement and rights hereunder without the written approval of the
other party  Such approval shall not be unreasonably withheld.

12 0 ENTIRE AGREEMENT; MODIFICATION AND WAIVER. This Agreement,
together with all documents attached hereto which NSP has signed or initialed
intending to make them a part hereof, constitutes the entire agreement between the
parties relating to the transaction described herein and supersedes any and all prior
oral or written understandings No addition to or modification of any provision hereof
shall be binding upon NSP, and NSP shall not be deemed to have waived any
provision hereof or any remedy available to it unless such addition, modification or
waiver is in writing and signed by a duly authorized employee of NSP

13 0 SEVERABILITY If any provision hereof is held to be unenforceable by final
order of any regulatory authority or court of petent jur , such pi 1 shall
be severed herefrom and shall not affect the interpretation or en'oreub«hty of the
remaining provisions hereof

IN WITNESS WHEREOF the parties have duly executed this Agreement effective the
date and year first written above

THERN STATES P! R COMPANY

Date Fiea Dec 16 1967 Issued by Michael J Hanson Effective
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APPENDIX A
GAS TRANSPORTATION AGREEMENT
DATED
FOR
(Customer name)

Delivery Penod
The Agreement and the rates, terms and conditions contained herein, will be in
effect for a term commencing , and continuing through
. and then shall be renegotiated
Delivery Point and Charges
(a) Delivery Point

NSP will transport the Customer’s gas u.npphos to customer’s facility, located at
under this A atthe g rate:

(®) P Tr: i

The maximum Customer Charge is $287 00 per month.

Transportation local delivery volume charge will not exceed $0.213 per MMBtu
transported and not be less than $0.044 per MMBtu transported.

(¢)  Annugl Minimum Local Delivery Charge

Customer agrees to an Annual Minimum Local Delivery Charge of
as determined by the Company

System Exit Charges will also apply as determined by the Company.
Contract Quantity
Customer nominates a maximum daily Contract Quantity of MMBtu.

NSP is not obligated to provide firm transportation service in excess of
Customer’s Contract Quantity unless NSP agrees to amend this Agreement in
writing. Howaver, NSP may at its option provide daily overrun transportation
service to Customer on an interruptible basis if Customer so requests. The
interruptible overrun local delivery charge per MMBtu shall be the same as the
firm local dei/very charge set forth above.

Date Féed Dec 181997 Issued by Michael J Hanson
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APPENDIX B

DEFINITIONS

“Btu" shall mean Bntish Thermal Unit and shall be the quantity of heat required
10 raise the temperature of one (1) pound of water one degree Fahrenheit at sixty (60)
degrees Fahrenheit

“Contract Quantity” shall mean the daily quantity of natural gas which NSP is
obligated to deliver on a firm basis to Customer pursuant to this Agreement

“Contract Year" shall mean the twelve month calendar period set forth in
Appendix A

“Customer” shall mean Hutchinson Technology Inc. For purposes of this
Agreement, the term Customer also includes Customer's Agent

“Customer’s Agent” shall mean (if applicable) the party or entity designated by
Customer in Nomination Statement to perform day-to-day supply and/or delivery
management functions for Customer. Subject to NSP's approval, Customer may
change such designation from time to time upon written notice to NSP

“Delivery Point” shall mean the outlet side of the NSP meter located on NSP's
natural gas distribution system at Customer’s Plant service locations

“FERC" means the Federal Energy Regulatory Commission or successor
agency

“Firm Transp 1" shall mean transp service which is not subject to
interruption except for emergencies or for failure of Customer to deliver gas to NSP at
the Receipt Point for transportation to Customer

"Gas" shail mean natural gas, manufactured gas, or other forms of gaseous
energy which conform to the quality specifications in Transporter's Tariff

"Gas Day” shall mean the 24 hour period determined in accordance with
Transporter's Tariff

“Interruptible Transportation™ shall mean transportation service which is subject
1o interruption at Company's option

"MMBtu" shall mean one million (1,000,000) BTUs. One MMBtu is equal to one
(1) "Dekatherm” or ten (10) “Therms."

“Receipt Point™ shall mean the inlet point of the NSP gas distribution system
where NSP takes receipt of gas from Transporter

Date Filed Dec 16 1587 Issued by Michael J Hanson
SDPUC Docket No Chuef Executive & General Manager




Gas Transportation Service Tanft SDPUC NO 1

“Transporter” shall mean Northern Natural Gas Company.

“Transporter's Tariff" shall mean Northern's FERC Gas Tariff on file with the
FERC from time to time

Date Filed Dec 16, 1997 Issued by Michael J Hanson
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APPENDIX C
NOTICES AND CONTACT LIST

C-1 Notices to NSP Notices and Bills to Customer:

Northern States Power Company
Attn. 3D Gas Operations

P. O Box 988

500 West Russell St

Sioux Falls, SD 57101-0988

C-2 Day to day communications Day to day communications to Customer

Wm_ Duff Robinson

C-3 Gas Transportation Communications
NSP Gas Control (24 Hours/day)

Northern States Power Company
Gas Control

825 Rice Street

St Paul, MN 55117

phone. 612-229-5527

fax  612-228-2370

Date Féed Dec 16 1997 Issued by Michael J Hanson
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Statement D

Northern States Power Company - South Dakota
Gas Operations

Cost of Plant - Rule 20:10:13:54
Eunctional Classification Balance
Distribution Plant $383.218

Line No 1 - Distribution plant, less the cost of meters ($18,500) is used in Statement M, Page | of
3, Line 1, Column C A detailed breakdown is shown on Schedule 4 of Exhibit 4




Northern States Power Company - South Dakota
Gas Operations

Accumulated Depreciation - Rule 20:10:13:64

NSP is depreciating the pipeline over 45 years with a -50% removal expense value. This results in
a rate of 3 33%, which is mathematically equivalent to adding 50% to the project cost and
recovering it on a straight-line basis over 45 years (with the first year at 50% due to the
BOY/EOY average of plant investment applied to the 3 33% rate). The result is Accumulated
Depreciation of $541.606 (Column H of Schedule 3, Page 1 of 3, in Exhibit 4) over the book life
of the investment

Statement M contains the overall cost of service study ing the effect of A
Depreciation offsetting Gross Plant | over the book life of the plant




Statement E-2

Northern States Power Company - South Dakota
Gas Operations

Working Papers on Depreciation and Amortization Method - Rule 20:10:13:66

NSP is depreciating the pipeline over 45 years with a -50% removal expense value. This results in
a rate 073 33%, which is mathematically equivalent to adding 50% to the project cost and
recovering it on a straight-line basis over 45 years (with the first year at 50% due to the
BOY/EOY average of plant investment applied to the 3 33% rate). The result is annual book
depreciation of $12,036  Statement M, the overall cost of service study, includes depreciation
expense and the effect of accumulated depreciation over the book life of the plant

The rate can be determined by applying 1.5 (cost of the plant plus 50% for removal expense) to a
hypothetical investment of $100. The result is $150. That amount recovered over 45 years yields
a rate of 3.33% per year ($150/45 = 3 33%)

The -50% salvage value reflects the cost of decommissioning the pipeline at the end of its book
life Consistent with industry practice, the pipeline would be purged of gas and liquids, pumped
full of a solution of sand and water, and the ends capped and sealed. The purged and sealed line
would remain in place indefinitely




Northern States Power Company - South Dakota
Gas Operations

Rate of Return and Debt Capital - Rules 20:10:13:72 and 20:10:13:73

1996 Historical Cost of Capital
NSP - Minnesota Company

Captalization
Amounts Ratio Costs
(Sthousands) B o)
(A)
$1.497.303 409736% 29072%
264,064 72261% 03987%
240,469 6 5804% 03383%
1,652,477 452199% 5.0872%
$3654313

8.7314%

Souren i ot

Coharn A per \SP bk s and records.

Cobummn B: Cobumn A smonts for Linas | - 4 compared 10 the ltal shown in Column A, Line 3

Cotmmn C par NSP bocks and records

Column D Prodhuct of Column B tames Colurma C.

Cotumn £ Net of tax res. | ry on NPy
foderal moome tax rturn. Tax rate @ 3% Ratos o Lunes | and 2 commet of the rates n Cohunm D muluphied
s | s the tax rate, or 0 63




Northern States Power Company - South Dakota
Gas Operations

Operating and Maintenance Expense - Rule 20:10:13:80

The operating and mai p ined in § M are shown below. The

contains i of several items due to the start-up nature of the
operativn  Sources and notes are shown

Annual
_Amount _Escalator
A

(1) NSP - Operating and Maintenance $8.154 3.0%
Traunung. readings. patrolling of line by Angus Anson Plant personnc]

(2) ACA Supplemental Service $3,600 3.0%
Support and emergency services by ACA personnel

(3) Services - NSP-SD
Management and support

(4) lnsurance
Estimated Aanual Fee

(5) OPS Assessment
Estumate of Office of Pipeline Safety Asscssments

(6) Regulatory Fees
Gross Recewpts Tax Estimate

™ Total

Sources and Notes
Lise 1, Columa A: Direct costs of pipeline operations per NSP-SD Gas Operations budget. Consists of 12 hours
per month at loaded labor of $37 6/hour and $20/hour for vehicle usage:
Line 2, Columa A: Supplemental emergency service from ACA. One call per month @ $300/call
Lise 3, Cobusma A: Services received from NSP-South Dakota personnel Ten hours/month @ $60/hour




Statement H, Page 2 of 3

Lise 4, Columa A: Insurance costs @ $0.03/3100 of investment per NSP's Risk Mgmt. Dept

Line S, Columa A: Office of Pipeline Safety assessment based on a similarly situated intrastate pipeline
n South Dakota

Lime 6, Columa A: Annual regulatory fees based on Gross Receipts Tax. Calculation based on

a sumalarly situated mtrastate pipeline in South Dakota

Columa B: Annual escalators based on expectations of pce inflation

Columa C: One-year excalations of amounts in Column A

Line 7: Columns A and C are summarized and used to derive the overall escalator in Column &




Northern States Power Company - South Dakota
Gas Operations

Operating Revenues - Rule 20:10:13:85

R d from Hutch T Inc. will be the negotiated rate for
transportation, not to exceed the proposed maximum rate of $0.213 per Mcf, applied to HTI's
monthly volumes In addition, NSP will bill a monthly customer charge not to exceed the
proposed maximum customer charge of $277 per month




Statement J

Northern States Power Company - South Dakota
Gas Operations

Depreciation Expense - Rule 20:10:13:86

As described in Statements E and E-2, NSP proposes to utilize a 3.33% annual depreciation rate.
Based on the total cost of the pipeline facilities, the annual depreciation amount will be $12,036.
The overall cost of service can be found in Statement M

NSP is depreciating the pipeline over 45 years with a -50% removal expense value, the basis for
the 3.33% rate. This is mathematically equivalent to adding 50% to the project cost and
recovering it on a straight-line basis over 45 years (with the first year at 50% due to the
BOY/EOQY average of plant investment applied to the 3 33% rate). The result is annual book
depreciation of $12,036. Statement M, the overall cost of service study, includes depreciation
expense and the effect of accumulated depreciation over the book life of the plant

The rate can be determined by applying 1.5 (cost of the plant plus 50% for removal expense) to a
hypothetical investment of $100. The result is $150. That amount recovered over 45 years yields
a rate of 3.33% per year ($150/45 = 3 33%).

The -50% salvage value reflects the cost of decommissioning the pipeline at the end of its book
life. Consistent with industry practice, the pipeline would be purged of gas and liquids, pumped
full of a solution of sand and water, and finally the ends would be capped and sealed. The purged
and sealed line would remain in place indefinitely




Northern States Power Company - South Dakota
Gas Operations

Income Taxes - Rule 20:10:13:38

Income taxes are determuned on Schedule 3, Page 1 of 3 in Exhibit 2. The tax rate used is 35%.
For cost of service purposes, book depreciation has been assumed to be equal to tax depreciation.
Thus, deferred income taxes are not included in Statement M




Northern States Power Company - South Dakota
Gas Operations

Other Taxes - Rule 20:10:13:94

Property taxes for the proposed pipeline are determined using a rate of 2.43%. The rate is the
same used for a similarly situated South Dakota intrastate gas pipeline owned by the Associated
Milk Producers (Docket NG97-015). For 1997 two months are included (November and

Deaalbev) Tmhalhemm:waﬁallywoflu An annual escalator of 3.5%, a

ng recent mSmnhDﬂ:mm-htypropmyuxalmbmuM
Theovmlloonofmceumcludedmlheﬁhng M, and as Schedule 3
in Exhibit 4
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Northern States Power Company - South Dakots
Gos
Seatement M - Cost of Service

4S™ NSP-SD Latersl Pipeline Levelized Annual Revene Requirement - See Page 3 of 3 for Sources and Notes
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Nerthern States Power Company - South Dakota

S 1996 Actual NSP Capetal Structure Soe Schedule 6 of this exhibit. The components of the overall retumn of 8 7314%

are used 1o determine the annual cost of financing the proyect The net of tax return 1 used 1o discount
the 45 vear smounts 1o the present value  The Return on Common Equity based on mast recent suthonzed n
Docket EL92016

Line 1. Coksmn A Time Period for present value caculation

Line 1, Cobumn B Year in service. Present value is life cycle beginning in 1995

Line 1, Columa C- Pipeline mvestment

Lines 1 - 46, Column D Net investment reduced for accumulsied depreciation for each year

Lune | Column £ One-haif of end of first year nvestment apphed to werghied common and preferred equity cost)

Line 1. Cobum F - Income taxes on the equity retum determined in Col E Tax rate is 35%

Lime | Column G One-half of end of year investment apphed 10 the werghted dett cost

Line | Column H Book deprecution based on 45 year ook life and 50% negative salvage value (3.3%)

Line 1. Columa 1 See Schedule 5. Amount reflects two months of expense in 1997

Lune | Coumn ! Property Tax estimate based on sumidarty stusted intrastate prpehine 1 South Dekota

Limes | - 46, Columa K- Sum of Colums E - H for comesponding lines

Lines | - 46, Colume L Present Value of Column K @ Net of Tax Cost of Capital

Lines 2 - 36, Column G Average net mvestment apphied 10 the weighted debt cost

Lines 2 - 46, Column H. Book depreciation based on 45 year book life and negative S0% salvage value (3.3%)
Lines 2 - 46, Column | Operating expenses per Scheduic 5. excalaled at rate determuned on Schedule $

Lines 2 - 4., Column ) Estimated property txes based on similarty wtusted intrastate papeline in South Dekota
Line 47 Check totals

Schedule ). Page 2 of):

Lime RR1 The leveluzed annual revenue requsrements of the sicms reflected i the columns below

Line RR2 The per ongnal for shown on RR1

Lines 1 - 46, Columns A - G Annual present value of each revenve ™ amounts

e from Schedule 3. Page 2 of 3. Columms E - J
Lines | - 46, Column E Annual present value of otal revenue requirements. Maiches Columa L on Schedule 3, Page 1 of 3
Lme 47 Columns A - G Total of snnual present value amounts for each column. These amounts are then ducounted 1o amve at
the amounts shown on Line RR1

Cotumns H and | Summary of Levelzed Annual Revenue Requirements Column H describes each component Columa | shows
the LARR rate by component and the total. The LARR rate shown on Line 5, Columa | is applied 10 the
ongnal cost of the prpekine shown on Line 8, Column | 10 amve st the levelized annual revenue requirements
shown on Line 10, Column G This amount is camed forward 10 Schedule 2 1o determine the pipeline rate used
1o serve HTT (4 5" laterai)

121597 1 M




Northern States Power Company - South Dakota
Gas Operations

Description of Utility Operations: 20:10:13:101

Please see Mr. Dan Woehrle's testimony and schedules in Exhibit 3 of this application, and Mr
Jim Wilcox's testimony in Exhibit 2 of this application for descriptions of the NSP-SD Gas
Operation's utility operations.
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Direct Testimony and Schedules
Mr Jim Wilcox

RECEIVED

Before the South Dakota Public Utilities Commission ne

SOUTH DAKOTA PUBLIC
UTILITIES COMMISSION

In the Matter of the Application for an Order
Establishing A Local Distribution Gas Utility, and
ishing Initial Gas Transp: ion Rates
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Please State your name, business address and position with Northern States Power

Company (“NSP")

My name is Jim Wilcox | am Manager of G and Ci

for Northern States Power Company - South Dakota Business Unit (“NSP-SD")
NSP is an investor owned utility operating in five states in the upper Midwest
NSP-SD presently provides electric service to customers in 36 communities in

eastern South Dakota

Have you previously testified before the South Dakota Public Utilities
Commission (“SDPUC” or “Commission”)?

Yes | have provided written testi before the C ission in Docket No

EL92-016, a general rate case in 1992, and | have provided verbal testimony in a

number of regulatory matters in the years 1991 through the present

What are your current

As Manager of G ions for NSP-SD, my current

include i ic devel in the

NSP-SD serves, organizing and leading NSP-SD employee involvement in the

communities in which NSP-SD provides service, and acting as NSP-SD’s liaison

with the South Dakota Legisl: and the C jion. My education includes a

Bachelor of Science Degree in Electrical Engineering from South Dakota State
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University and a Masters Degree in Business Administration from St Thomas

University in St. Paul, M 1 am a regi d Prof | Engineer in the

State of Minnesota

What is the purpose of your testimony”
The purpose of my testimony is to explain the history of the development of gas
transportation facilities by NSP in South Dakota, and to explain the benefits of

NSP-SD's entry into the natural gas business in South Dakota

What is the history of natural gas development by NSP in South Dakota?
In 1994, NSP's Generation Business Unit (“NSP Generation™) constructed a 13
mile natural gas pipeline to provide fuel delivery for the new combustion turbines

being installed at the Angus C. Anson Generating Site. More recently, NSP has

been providing natural gas exp to the ities of Freeman, Humboldt,
Crooks and Garretson, South Dakota Personnel from NSP's gas distribution
Business Unit (“NSP Gas”) have been assisting these communities to establish
municipal natural gas utilities, for the first time bringing natural gas service to the

residents of these communities
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What are NSP-SD's plans for developing natural gas in Sioux Falls?

NSP-SD is now planning to construct a 3 5 mile long, 4 S inch diameter steel
distribution lateral pipeline from near the terminus of the 13 mile Angus C. Anson
natural gas fuel supply pipeline to the new Hutchinson Technologies, Inc_ facility in
the Sioux Empire Development Park number S in northeast Sioux Falls, South

Dakota

Is there enough capacity remaining on the Angus C. Anson natural gas fuel supply
pipeline to serve NSP-SD so that NSP-SD can in turn serve retail end users such
as Hutchinson Technologies?

Yes. The Angus C. Anson natural gas fuel supply pipeline was sized by NSP
Generation to serve up to four 125 MW combustion turbines. That is, the 12 inch
pipe providing fuel delivery to the Angus C. Anson site has the capability to deliver
4,900 Mcf per hour of natural gas at a maximum allowable operating pressure of
900 psig At present only two combustion turbines have been installed Each
combustion turbine requires 1,225 Mcf of natural gas per hour at peak load Since
construction was completed in 1994, NSP Generation has dedicated 900 Mcf per
hour to serve the Pathfinder Steam plant also on the Angus C_ Anson site. If NSP

G ion adds the third bustion turbine at the Angus C. Anson site, there

will still remain about 325 Mcf per hour of capacity to serve NSP-SD, so it can

serve end-users with firm natural gas. This capability exceeds the expected firm
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natural gas needs of the Hutchinson Technologies facility These natural gas

facilities are more completely described by Mr Dan Woehrle in Exhibit No 3

What are the benefits of NSP-SD prowiding natural gas

customers in eastern Sioux Falls such as HTI?

Natural gas service, including the cost of gas supply, will provide energy cost

savings to s as compared to the cost of al fuels. Further, NSP-

SD sees this as an ! effort This distrib lateral pipeline

provides a

P o in the Sioux Empire Development
Park Number $ in northeast Sioux Falls and will assist in attracting and expanding

business in Southeastern South Dakota

Please discuss how NSP-SD will comply with the South Dakota pipeline safety
code, SDCL 49-34B

Because the proposed distribution lateral pipeline would be an intrastate pipeline,
NSP-SD will be subject to the Commission’s jurisdiction for pipeline safety
matters NSP-SD and NSP Gas will be working with the Commission Staff during
construction and after the line is in service to ensure that applicable pipeline safety
requirements are met. NSP Gas has extensive experience in operating natural gas
distribution systems in other states, and has construction and O&M standards

which comply with federal DOT codes under 49 CFR Part 192 SDCL 49-34B
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authorizes the Commission to regulate the safety of intrastate and LDC pipeline
systems to DOT code Routine maintenance (odorant checks, meter readings,
corrosion protection readings, patrolling and regulator pressure checks) will be

performed as well as an annual leak survey in compliance with DOT standards

Who will provide the gas supply for customers to be transported through the NSP-
SD distribution lateral pipeline”

As the Commission is aware, over the last decade the FERC (Federal Energy

Regulatory C has the lesal natural gas
pipeline industry Northern Natural Gas Company no longer provides gas supply
services Instead, Hutchinson Technologies can directly contract with any one of a
number of wholesale gas suppliers, using Northern Natural, the Angus C Anson
intrastate fuel delivery pipeline and NSP-SD's distribution lateral pipeline only for

transportation services.

What tariff is proposed in this filing”?

NSP-SD is proposing a tanff similar to the intrastate pipeline service tanff

approved for A d Milk Prod , Inc. Pipeline (“AMPIP"). See Docket

Numbers NG95-017 and NG97-015 The rate contained in the Firm
Transportation rate schedule reflects the cost of service in testimony sponsored by

Mr John Winter in Exhibit 4 Mr Winter proposes a maximum rate, with the
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actual rate for a specific customer (such as HT1) negotiated based on the cost of
competing alternatives NSP-SD is also adding provisions whereby it can pass
through to a shipper any imbalance penalties from Northern caused by the shipper
Northern received FERC approval to modify its imbalance penalty structure,
including imposing “critical day” penalties of up to $113 per dkt, in order to
maintain system integrity See FERC Docket No RP96-302 NSP-SD does not
anticipate such penalties being imposed on NSP-SD since Hutchinson
Technologies (or their supplier) will hold the transportation contract on Northern
and should bear any imbalance penalties However, if a penalty is imposed on
NSP-SD by Northern as a result of the actions of a shipper, the shipper should
reimburse NSP-SD since the cost of service supporting the proposed

transportation rates does not include any penalty costs

Describe the proposed Transportation Service Agr
The proposed service agreement is a standard form agreement to be used with
each third party transportation service customer, and is modeled after AMPIP's

form of agr The service agr with Hutch Technologies is not

provided in this filing, but will be provided as a confidential and proprietary

document to the Commission and Staff upon request
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Will the retail natural gas services to customers like HTI contribute any revenue to
NSP Generation's customers for the use of the 13 mile Angus C. Anson pipeline
initially installed as a fuel supply pipeline to the Angus C_ Anson power plant?

Yes The proposed service only includes use of the 3.5 mile NSP-SD distribution

line. H , the proposed rate includes a repi ive cost for NSP-SD's use
of the NSP Generation line. This revenue to NSP Generation will act as a revenue
credit 1o the cost and use of the Angus C. Anson fuel delivery pipeline in future
NSP-SD electric rate proceedings. The calculation of this payment is detailed in
testimony by Mr. John Winter in exhibit number 4. This payment is appropriate to
avoid any cross subsidization of the NSP-SD natural gas business by NSP

Generation's electric customers

Is NSP-SD proposing to establish Commission rate and tariff jurisdiction over the
13 mile Angus C. Anson intrastate fuel supply pipeline as part of this proposal?
No. NSP-SD will own and operate the proposed 3.5 mile distribution lateral

pipeline, and has received ission from NSP-Gi ion to port gas over

the Angus C. Anson natural gas fuel supply line for a fee. NSP-SD will arrange
transportation over the Angus C. Anson natural gas fuel supply line on behalf of
retail customers taking service on the distribution line. However, NSP-Generation
will provide gas transportation service only 1o itself and to NSP-SD. Both of these

entities are business units of the NSP Corporation. As NSP-SD understands SDCL




49-34A-1(9A), definition of “Intrastate natural gas pipelines,” the Commission was
only granted jurisdiction over pipelines which provide service to non-affiliated

customers

Does NSP-SD intend to connect to and begin serving other natural gas customers?
As a part of acquiring easements for the pipeline to serve Hutchinson
Technologies, NSP-SD has committed to providing natural gas service to 11
customers along the length of the distribution lateral pipeline. These customers will

be served under the proposed tariff or under tariffs that will be filed for

Commission approval in 1998 prior to the next heating season. Although

additional pipeline capacity exists, NSP-SD has no immediate plans to connect
additional customers, nor does NSP-SD have any plans to extend natural gas
service to customers beyond those who may reside within the Sioux Empire

Development Park Number 5 or on the Angus C Anson site

Are there other suppliers already serving the Sioux Empire Development Park
Number 5 in northeast Sioux Falls?
No. The Sioux Empire Development Park Number $ in northeast Sioux Falls is a

new “gr " industrial park with devel recently begun by the Sioux

Falls Development Foundation Because this is a new site, NSP is not aware of any

other natural gas suppliers presently serving this site
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Are there other suppliers in the Sioux Falls area with exclusive rights to serve
customers within the City of Sioux Falls?

No Unlike electric service territories established by South Dakota Statute and
South Dakota Public Utilities Commission Administrative Rules in 1975, natural

gas utilities are not granted exclusive service territories. Rather, South Dakota

municipalities have the authority, to grant h fi i with

various utilities capable of providing natural gas services

South Dakota statutes do not mandate Commission regulation of natural gas

utilities with fewer than fifty Why are you p

posing to offer this

service on a regulated basis?

First, NSP-SD is already regulated by the Commission for its retail electric

services. The proposed natural gas p ion service is simply a new regulated
business. Second, as noted by Mr. Dan Woehrle in exhibit 3, the proposed facility

will be subject to Commission pipeline safety jurisdiction. Finally, SDCL 9-35-3

allows municipalities to grant natural gas franchises to Commissi lated

natural gas utilities relatively easily By filing a tariff and being subject to the

Jurisdiction of the Commission, we believe NSP-SD meets this requirement
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Do you have any final comments”

NSP-SD views this proposal as a significant economic development step for the
City of Sioux Falls. The project will make Hutchinson Technologies more
competitive, thus ensuring their continued success and location in Sioux Falls
NSP-SD hopes the Commission will agree by accepting the proposed tariff for
filing at the earliest possible date within 30 days following the date of the filing,

subject to refund and di Ifthe C ion modifies the

proposed rate or tariff after hearing, the final NSP-SD rate and taniff would be

consistent with the Commission’s final order in this proceeding.

Does this conclude your testimony?

Yes
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Mr. Dan Woehrle
Description of the Project and Technical Specifications

Please state your name, business address and position
My name is Dan Woehrle 1 am Manager of Engineering and Operations, Natural Gas
Services with Northern States Power Company - Gas Utility (“NSP Gas”) located at

825 Rice Street in St. Paul, MN

What are your current

© ® N OO A WN

My current responsibilities include project development and management as well as
gineering. design, code compliance and ion of natural gas distribution
systems. Schedule | contains a complete resume of my educational and professional

background

Have you previously testified before the Commission?
Yes. | provided testimony in Docket NG95-017, The application by Associated Milk
Producers, Inc. Pipeline (“AMPIP") to establish an initial Intrastate Natural Gas

Transportation Service Tanff.

Please ize the infi i ined in Schedule 27

NSP is proposing to construct, maintain and operate a new natural gas distribution

system consisting of a steel pipeline approximately 3.5 miles in length, regulating and
metering facilities, and a 60 PSIG polyethelene distribution system. These proposed
facilities will be constructed, maintained, and operated according to standards which

meet or exceed the minimum federal safety standard for transportation of natural gas
described in United States Depar of T ion Safety Regulations, Title

49,Code of Federal Regulations, Part 192




Mr. Dan Woehrie
Description of the Project and Technical Specifications

Will the proposed distribution lateral pipeline to serve Hutchinson Technologies, Inc be

subject to C pipeline safety jurisd ?

Yes. Like the existing line serving the Angus C_ Anson plant, the pipeline will be subject
to Commission pipeline safety jurisdiction

Does this conclude your testimony?

2
3
4
5
6
7
8
9

Yes




Northern States Power Company
Description of the Project and Technical Specifications

Current Responsibilities (1995 - Present)

Position is directly responsible for engineering, design, construction, and project
management of natural gas distrubution systems developed for end-user gas
distnbution systems. The position is directly accountable for gas network analysis,
proje:t budgets, project ion, and devel of operating and
maintenance support systems for NSP s. This p is also responsibl

for comphance with all federal, state and local regulatory requirements for natural
gas pipelines and gas distribution systems relative to the projects being constructed

1 previously provided engi ing and i services for the

Associated Milk Producers, Inc. Pipeline project, and the municipal distribution
projects in Crooks, Garretson and Freeman, South Dakota

Previous Employment (Northem States Power Company)

Manager of Engineening and Operations 1997 - Present
Specialty Engineer 1995 - 1997
Senior Gas Engineer 1993 - 1995
Super dent, Gas Standards & Engineering 1990 - 1993
Gas Measurement Engineer 1986 - 1990
Gas Standards Engineer 1985 - 1986
Engmeer 11 1984 - 1985
Engineer | 1981 - 1984

Education

Masters Degree in Business Administration, 1995
Umiversity of St. Thomas, St. Paul, Minnesota

Bachelor of Science Degree, Mechanical Engineering, 1981
Umiversity of M M lis, M
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NSP South Dakota Pipeline Project
General Description

PROJECT DESCRIPTION

The proposed distribution pipeline will be a distribution lateral line off of the existing pipeline
which serves the NSP Angus Anson Generating Site. The new lateral line is proposed to start at a
take-off point just upstream of the existing NSP Plant regulating facility in the SE1/4 of Section
30, Township 102N, Range 48W in Minnehaha County. The pipeline will run west along a

private easement on NSP property. will cross the Big Sioux River and will continue west along
private easements to be purchased just north of the 60th Street road right-of way. The line will
cross 60th Street at Sycamore Avenue and will then proceed west along private easements to be
purchased just south of 60th Street, crossing Highway 229. The proposed pipeline will end at a
district regulating station to be located on a private easement near the entrance to Hutchinson
Technologies, Inc (“HTI") property in the NE 1/4 of Section 34, Township 102N, Range 49W in
Minnehaha County

In addition, a 60 PSIG polyethylene distribution system will be installed to serve the HTI facility.
The HTI meter will be designed to measure the initial connected load of 42 MCF/H with room
available for an additional meter to be installed when the anticipated future (1999) load of 160
MCF/H is connected

The facilities for the proposed pipeline will involve line pipe - 4.500 inch outside diameter (O.D.)
- and related materials which include: valves, flanges, pipe fittings, coating and wrapping
materials, barricade posts, pipe supports, caution signs for crossings and other miscellaneous
matenals
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The 4 500 inch outside diameter (O D ) pipe will have a pipe wall thickness of 0 237 inches. The
type of pipe used will be American Petroleum Institute (API) SL Grade X-46 electric resistance
weldec (ERW) The operating design pressure is 2422 psi for the 4 500 inch pipe

The prop llowable op g pressure (MAOP) will be 900 pounds per square
inch gauge (psig) Hoop stress at the MAOP is equivalent to 19 percent of the specified minimum
yield strength (SMYS)
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NSP South Dakota Pipeline Project

Pipe Design Specifications
The United States Department of Transportation Safety Regulations, Title 49, Code of Federal

Regulations (CFR), Part 192, p i ini federal safety for of

natural gas by pipelines

Pipe Size (outside diameter) 4 500 inches

Pipe Type The 4 500 inch pipe will be API SLX Grade X-46 electric resistance
welded (ERW)

APl SLX API is the American Petroleum Institute.  API SLX is a published
specification for high-test steel pipe. This specification covers

various grades of seamless and welded steel line pipe. Process of

manufacture, chemical, and physical requirements, methods of

test, and dimensions are included

Grade X-46 Dx pipe fs d ding to AP1

with a specified minimum yield strength of 46,000 pounds per

square inch

ERW ERW pipe has one longitudinal seam, which is formed by electric
resistance welding during the manufacturing process

The composition of the pipe furnished shall conform to the chemical requirements specified in
API-SLX Standard

Carbon Percent 0.03%
Manganese (Maximum) 135%
Phosphorous (Maximum) 004%
Sulfur 004%
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Description of the Project and Technical Specifications

NSP South Dakota Pipeline Project

Pipe Design Factor (F)

Class location determines which design factor safety value is used in the design formula. The
following design factor safety values used for natural gas steel pipe are based on the requirements
of 49CFR 192 111

The NSP South Dakota lateral pipeline will be located in a Class 1 and Class 2 location. To allow
for growth along the pipeline and to reduce potential future pipeline disturbance the entire length
of the proposed pipeline will be designed for a Class 3 location with a design factor of 0.50

Class Locations

The class location unit is an area that extends 220 yards on either side of the centerline of any
continuous on-mile length of pipeline, unless otherwise noted

A Class 1 location is any class location unit that has ten or less buildings intended for human
occupancy

A Class 2 location is any class location unit that has more than ten, but less than forty-six
buildings intended for human occupancy




Nerthern States Power Company Schedule 2
Description of the Project and Technical Specifications Page Sof 10

A Class 3 location 1s any class location unit that has 46 or more buildings intended for human

occupancy, or an area where the pipeline lies within 100 yards of either a building or a small, well

defined outside areas such as a playground, recreation area, outdoor theater, or other public place
cf assembly that is occupied by twenty or more persons on at least five days a week for ten weeks
n any twelve-month penod The days and weeks need not be consecutive

A Class 4 location is any class location unit where buildings with four or more stories above
ground are prevalent
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NSP South Dakota Pipeline Project

Design Formula For Steel Pipe
The design pressure for steel pipe is d d in d with the g formula (DOT
192 105)
o MixFxExT
D

P=  Design pressure in pounds per square inch gauge

S = Yield strength in pounds per square inch, determined in accordance with 192.107
D=  Nominal outside diameter of the pipe in inches.

t =  Nominal wall thickness of the pipe in inches If this is unknown, it is determined in
accordance with 192 109  Additional wall thickness required for concurrent external loads in
accordance with 192 102 may not be included in computing design pressure

F=  Design Factor determined in accordance with 192 111

E= L dinal joint factor ined in d: with 192.113

T=  Temperature derating factor determined in accordance with 192 115
For 4 500 inch O D, 0237 inch wall, API-SL X-46 pipe
P= 2x46000x0237 x 050 x 10 x 10

4 500

P= 24220 PSIG

F=  Design factor for all pipeline locations shall be 0 50

E=  Longitudinal joint factor for API-SL X-46 pipe is equal to 1 0

=  Tempersture derating factor is equal to 1.0 for gas temperatures up to 250F
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NSP South Dakota Pipeline Project
Operation and Maintenance

BLOCK_VALVES

The M Federal Safety for Gas Lines as established in CFR 192 181 requires that

each high pressure distribution system have valves spaced so as to reduce the time to shut down a
section of main in an emergency. The valve spacing is determined by the operating pressure, the
size of the mains, and the local physical conditions

The NSP-SD lateral pipeline will have block valves installed at the take-off from the Angus
Anson Pipeline and at the inlet to the district regulating station (an interval of approximately three

miles)

VALVES AND FLANGES

The design, construction, testing, and marking of the valves must comply with the requirements of
the M Federal Safety Standards for Gas Lines, 49 CFR 192.145 for valves and 192.147 for
flanges

All valves and flanges will be rated as American National Standards Institute (ANSI) Class 600

Valves are governed by ANSI B16 34, Steel Valves, Flanged and Butt Welding End

Flanges are governed by ANSI B16.5, Pipe Flanges and Flanged Fittings
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NSP South Dakota Pipeline Project

Operation and Maintenance
PIPELINE CAPACITY
The proposed pipeline and associated facilities are designed to have a maximum throughput
capacity of 940,000 cubic feet per hour or 22,56 million cubic feet per day. The expected

maximum flow to HTI will be 202,000 cubic feet per hour and 750,000 cubic feet per day

DEPTH OF COVER REQUIREMENTS

The U S DOT Pipeline Safety Regulations 49 CFR 192327, requires that all gas transmission
main be installed so that the depth of cover between the pipe and ground level is at least 36
inches

The proposed pipeline shall be buried with a minimum level cover of not less than 36 inches in all
areas where the pipeline lays in the right-of-way of any public drainage facility or any state,
county, town or municipal street or highway. The pipeline will be installed at extra depth where it
crosses a public street or highway, railroad, or protected waterway.

PIPELINE SAFETY

TheU S DOT is ible for i and enforcing safety dards for both

ing the for

P and those i P the states do not assume responsibility for, and

and intrastate operators. As a result, the DOT is responsible for 1)

2) monitoring the participating states to ensure that they are adequately enforcing the federal
safety standards The U. S. DOT Safety Regulations, Title 49, CFR, Part 192, prescribe the

minimum federal safety standards for transportation of natural gas by pipelines
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NSP South Dakota Pipeline Project

Operation and Mantenance

The proposed pepeline will operate under the junsdiction of the United States Department of
Transportation M Federal Safety for Gas Lines is contained in Part 192, Title
45 Code of Federal Regulations ! 'nder these rules (192 Subpart L - Operations), South Dakota
Repon s requred 1o have 1) an op and ce plan, 2) a procedure for

survediance of us facities 10 determune and take appropniate action conceming changes in class
locanon,. fadures, leakage hustory, corrosion, sub I changes in mai diti J)a

damage prevention program. 4) emergency plans, and §) procedures for investigations of failures

The proposed pipeline will be designed. d. ed, and d to ensure safe
operation Emergency plans will be developed in conjunction with local officials and will include
notification of local officials in the event that an NSP-SD related accident occurs.

The pipeline system will be maintained in accordance with 49 CFR 192 Subpart M -
Maintenance These requirements include: 1) a pipeline patrol program, 2) distribution line
leakage surveys; 3) line markers for distribution lines; 4) record keeping, 5) requirements for
repair procedures, 6) field repair of welds and leaks, 7) testing of repairs, 8) inspection and testing

of pressure limiting and ing stations, tel ing or ding gauges; 9) valve

and 10) p ion of accidental ignition




Nerthern States Power Company Schedule 2
Description of the Project and Techaical Specifications Page 10 of 10

PATROLLING AND LEAK SURVEYS
The pepeline faciliry shall be monstored penodically to determine and take appropriate action
concermng changes in class locations. gas leakage, erosion, cathodic protection requirements and

other conditons affecting safe pipeline operation, in accordance with DOT 192

The pipetime shall be patrolied at intervals not exceeding 7-1/2 months, but at least twice times

cach calendar vear  Highway and railroad crossings shall be patrolled at intervals not exceeding

4-1/2 months, but at least four times each calendar year




Northern States Power Company
Description of the Project and Technical Specifications

AFFIDAVIT

STATE OF MINNESOTA

COUNTY OF RAMSEY

Affiant, having been first duly swomn, on oath deposes and says:

That he has read the foregoing testimony and if asked the questions therein his answers in
response would be as shown;

That the facts contained in said answers are true to the best of his knowledge and belief.

C‘ 7% ochrle

SUBSCRIBED AND SWORN to me before me this G ™= day of December 1997.

o

PAULINE M. NIELSEN
\ S TARY PUBLIC *.1')‘!‘
RAMSEY C(;L.” s

My Comm, Expres Jan




NSP-SD Gas OperationsAMPI Pipeline, Inc.
Intrastate Pipeline Transportation Rates

PROFESSIONAL CERTIFICATION AND ASSOCIATIONS

Certified Public Accountant (CPA) - Minnesota
Member, American Institute of CPA's (AICPA)
Member, Minnesota Society of CPA's

PREVIOUS TESTIMONY

South Dakota - Associated Milk Producers Pipeline, Inc
FERC Application for Merger Approval (Primergy)

North Dakota Application for Merger Approval (Primergy)
North Dakota - Electric

FERC Open Access Transmission Tariff

FERC Transmission - Order 84 Sales for Resale

FERC Wholesale

North Dakota - Electric

Minnesota - Electric (Budgets and Budget Process)
South Dakota - Electric
South Dakota Conservation Cost Recovery

NG97-015
ER95-1358-000
PU-400-95-340
PU-400-94-514
ER94-1113-000
ER94-1090-000
ER93-385-000
PU-400-92-399
E002/GR-91-001
F-3422

PUC Hearing, 1981




Northern States Power Company - South Dakota

The natural gas maximum transportation rate developed below pertams o NSP's newly installed 4 5° lateral pipeline extending
from the A.gus Anson Supply line 10 the Sioux Empire Development Park 5, which will serve HTL The proposed maximum
rate in Column B of $0.214 per Mef includes 30 045 per Mcf for use of the Angus Anson line (Line 4). That rate
s & pass-through to HTI NSP-SD 13 not seeking approval of the Angus Anson portion of the rate. For information,
Schedule 7 of Extubit 4 shows a calculation supporting the $0 045 per Mcf charge for use of the Angus Anson line

437 NSP-SD Lateral Pipelipe Rate
(1) Annualized Revenue Requirements
(2) Prpeline MCF Capacity per Hour
(3) Hours Per Year @ Capacity

(4) Angus Anson Pipeline Rate
(5) Total Transportstion Rate

Customer Charge
(6) Investment 1 Metenng at HTI
(7) Annualszed Fixed Charge Rate less O&M
®) Metening Revenue
(9) Annual Meter Reading and Billing Costs
(10) Total Customer Costs Supporting Customer Charge

Sowrom and Notes
Lime | Revenue Requirements per Schedule 3. Page 2 of 3
Lame 2 90% of Pipehme capacity of 340 McOHr
Lame 3, Col A Hours per Year equivalent for HT] @ capacty
Lime ). Col B Lime |/Line 2 times Lane 3, Col A
Lume 4 Cobumn B Negotmted rase for Angus C Ansn prpehae  See lexd bor further discussom
Lame §. Columa B Totsl maxmus
Line 5, Column C. Total natural gas transporiation rate agreed o between NSP and HT1
Lume & Moter mvestment ot HT] por Schadule $
Lime 7 Fimod charge rate from Schedule 3. Page 2 of 3. less ORM composent
Lime 8 Line 6 times Line 7
Lume 9 Meter reading. balling. and service costs (OMM) at $60 per month
Lime 10 Total customer costs in Col A. Monthly maxumuem customer charge w Col B Proposed rate in Col. C

121397 1130 AM
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Northern States Power ( cmpamy - Seuth Dakots
[

Statement M - Cant of Service
45" NSP-SD Latersi Pipeline Levelined Annusl Revenue Requirement - See Page 3 of 3 for Sources snd Notes

$12422 $4.348 369 $29.028 5[4,)2]

119 2 B 18 wr]

T 57N 7574 REREELN RER 75 . Present Value
Present Value Fresent Value Present Value Present Valve Present Value  of Revenue
of Taxes on of Debt of Book  of Operating  of Current
Equts Retwrn
) w m

3,406 6018
1188

74
558
a1
300
195
2

2
@
(107)
(158)
@02)
@)
(269)
@)
014
329)
(341)
(3%0)
356)
(339)
(360)
(383)

157,866 179,065
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Northern States Power Company - South Dakota
Gas Operations
Plant lavestment - 4.5" Lateral HT1 Line

Pipeline C:
(A)

45" coated stecl main - 17.260 fi @ $11 44/t
X-Ray @ $20 00/jount

High pressure tic-in using full encirclement slceve
High Pressure meter set at take-off with telemetry
Drstrict regulator station wath heater

6" PE service to HTI - 1,600 feet @ $8 73 per foot
Design and engineering costs

Additional Boring Costs at Big Sioux River Crossing

Property Easements
Total Pipeline Project Costs

Customer meter at HTI
Additional meter at HT1 in 1999
Total Meter Costs at HT1

Sources and Notes
Lines 1 -9 Estimated pychne ongonal cost mvestment
Linc 10 Total estimated prpekine ongmal st vestment
Lines 11+ 12 Meter Costs Phase 1 and 11
Line 13- Total Meter Costs. Used for Customer Charge:




Neorthern States Power Company - South Dakota
Gas Operations

Operating Expenses (0&M)

Statement H

All of the O&M on this Schedule pertains to the NSP-SD 45" Amount
Isteral pipeline that iwll serve HTL (A)

(1) NS” - Operating and Maintenance $8.154
Training, readings, patrolling of line by Angus Anson Plant personnel

(2) ACA Supplemental Service $3.600
Support and emergency services by ACA personncl

(3) Services - NSP-SD $7.200
Management and support

(4) Insurance
Estimated Annual Fee

(5) OPS Assessment
Estumate of Office of Pipeline Safety Assessments

(6) Regulatory Fees

Gross Recewpts Ta Estrmate

(1) Total $19.854 $20.423

Sources and Notes
Line 1, Columa A: Direct costs of pipeline operations per NSP-SD Gas Operations budget Consists of 12 hours
per month at loaded labor of $17 $6/hour amd $20/hour for vehicle usage
Line 2, Columa A: Supplemental cmergenicy service from ACA. One call per month @ $300/call
Lise 3, Columa A: Services recerved from NSP-South Dekota personnel  Ten hours/month @ $60/hour
Lise 4, Columa A: Insurance costs @ $0 03/3100 of mvestment per NSPs Risk Mgmt. Dept
Line S, Columa A Office of Prpeline Safety assessment based on a8 sumilarly situsted intrastate pipeline
n South Dekota
Lime 6, Columa A: Annual regulatory fees based on Gross Recetpts Tax Calculation based on

Columa C: One-year escalations of amounts in Column A
Lime 7: Columns A and C are summarzed and used 1o derve the overall escalator i Column B

121897 1034 AM




Northern States Power Company - South Dakota
. Gas Operations

Cost of Capital - Statement G

1996 Historical Year

Caputalization Weighted  Net of Tax
Amounts Ratio Rate Costs Return
L R - T L ST i
(A)

(1) Long Term Debt $1.497.303 40 9736% 7.0953% 29072% 18897%

(2) Short Term Debt 264,064 72261% $5173% 02591%

(3) Preferred Stock 240 469 6 5804% 5 1408% 03383%

(4) Common Equity 1652477 452199% 11 2500% v 5 0872%

(5) Total Capitalization $3.654313

(6) Required Rate of Return 3.7314%

(7)  Netof Tax Return

Sources and Notes

1996 actual capitalization and costs for NSP-Minnesota Company

Columa A per NSP books and records

Column B Column A amounts for Lines | - 4 comparsd 10 the total shown in Column A, Line §

Column C per NSP books and records

Column D' Product of Column B times Column C  These werghted costs are used to determine the financing costs
on 3 year-by-year basts

Column E Net of tax rates Long and short term deb returns absent the tax effect due 10 thewr deductibility on NSPs
federal income tax retum  Tax rte @ 15% Rates in Lines | and 2 consist of the rates w Column D multiplied
tumes | munus the tax rate, or 0 65 The net of tax rate if used 1o discount the 43 year annual amounts o the
present value




Northern States Power Company - South Dakota Schedule 7

Gas Operations

Cost Support for Transfer Price Between South Dakota Gas Operations &

NSP Generation for Use of the Angus Anson Supply Line
The calculations below support the amount per Mcf 10 be transferred between NSP-SD Gas Operations
and NSP-Generation for NSP-SD's use of the Angus Anson supply pipeline
The rate of $0.045 per Mcf will be passed on by NSP-SD to HTI as part of their total distnbution rate.
NSP-SD does not seek SDPUC jurisdiction over that line, nor approval of the negotiated rate. This Schedule
1s included as information only

137 NSP-Generation Line (Angws Anson Supply)

(1) Investment $3,139.426
(2) Annualized Fixed Charge Rate 2226%
(3) Annualized Revenue Requirements $698 836
(4) Pipeline MCF Capacity per Hour 4.900
(5) Hours Per Year @ Capacity 3.200

Sources and Notes

Line | NSP-Generation recorded investment in Angus Anson pipeline.

Lime 2 Fixeu charge rate developed for NSP line Used as a proxy for a specific Angus Anson pipeline rate

Line 3. Line 4 times Line §

Line 4 Capacity of Angus Anson 12" line.

Line § Hours per Year equivalent at capacity Amount is twice the NSP-SD HT1 Lateral based on significantly grester
utslization of the larger “transmission” pipeline vs a smaller distnbution prpeline  This relationshup
13 typical withun the industry
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AFFIDAVIT

STATE OF MINNESOTA )

)
COUNTY OF HENNEPIN )

Affiant, having been first duly swom, on oath deposes and says:

That he has read the foregoing testimony and if asked the questions therein his answers in
response would be as shown;

That the facts contained in said answers are true 10 the best of his knowledge and belief.

SUBSCRIBED AND SWORN to me before me this 75 day of December, 1997.
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John Winter NSP-SD Gas Operations
Cost Support and Rates Docket

Cost Support, Maximum Rates, and Proposed Rates

Please state your name, position, and business address
My name is John Winter My position is Sr Reg: yC within the Reg: Yy
Services Department of Northern States Power Company (“NSP”) My business address

is 414 Nicollet Mall in Minneapolis, MN

What are your current responsibilities?

lam for providing project and team particip on various
regulatory projects, particularly in the area of rates. | provide expert testimony, including
development of underlying technical cost support, for the revenue requirements aspects of
NSP regulatory proceedings. The cost support | prepare involves gathering revenue,
expense, and plant data and ining the appropriate amounts related to the
provision of utility services My internal NSP clients include NSP-South Dakota (“NSP-
SD"), NSP-North Dakota, NSP-Electric (wholesale and transmission), and NSP-Natural

Gas Services

What is your and profe
Schedule | contains a summary of my

4

Have you testified previously before this Commission?
As shown on Schedule 1, | have appeared before this C: ission in a Coaservation Cost

Recovery case | also submitted cost of service testimony in Docket F-3422. The case

was settled. In of this year, | submitted gas transportation cost
support testimony for a pipeline owned by Associated Milk Producers, Inc. Pipeline
("AMPIP"). That matter is presently pending before this Commission. In addition, 1 have




John Winter NSP-SD Gas Operations
Cost Support and Rates Docket

provided direct and indirect support for numerous regulatory projects in South Dakota

since the late 1970's

What is the purpose of your testimony?

My testimony describes the cost of service for an intrastate natural gas distribution
pipeline which will serve the Sioux Empire Development Park S in Sioux Falls, South
Dakota | also describe the proposed rates and support their determination. Customers
within the industrial park. the first of which is Hutchinson Technologies, Inc. (“HTI"), will
contract with other parties for natural gas supply NSP-SD will transport the gas  Mr.
Wilcox describes the proposed tariff and service to HT1 in greater detail in his testimony

Please generally describe the rates and their development

My testimony supports two rates in this appl which are idered to be

rates, or “rate caps” The first is the maximum rate per Mcf for transportation service on
the newly-constructed 4 5 NSP-SD lateral pipeline of $0.169 per Mcf. The second

rate supported by my is the proposed charge of $277 per
month. The actual rate for an indivi would be negotiated based on
competitive options subject to the rate caps supported by my testi and
Schedules 2 through 7

The pipeline rate is developed on Schedule 2 of my exhibits. Schedules 3 - 6
support those calculations. A levelized annual revenue requirement factor was developed
and applied to gross plant investment to determine the annual revenue requirements of the
new 4 5" NSP-SD pipeline system The factor includes components reflecting return on

common equity, income taxes, debt service, depreciation, property taxes, operating and

penses, property , and other costs. The components are
escalated, where appropriate, over a 45 year period, and then discounted at NSP's net of




John Winter NSP-SD Gas Operations
Cost Support and Rates Docket

tax cost of capital of 7 5744% to determine the levelized annual revenue requirement of
$81,186

Please continue

The maximum rate for the 4.5” pipeline is determined by dividing the annual revenue
requirements by the anticipated volume on the 4 5" line. The calculations are shown on
Schedule 2. The result is the maximum rate of $0 169 per Mcf.

B Y

How was the charge rate ped?
Schedule 5 shows the meter costs of $18,500 1 then applied an adjusted fixed charge rate
to the meter investment  To determine the fixed charge rate, I reduced the 4.5” fixed

charge rate, developed on Pages | and 2 of Schedule 3, by the O&M component  The

result is annualized meter revenue requirements of $2,605. | then added meter reading,

billing, and service O&M of $720 per year to than amount. The result is a maximum
customer charge of $277 per month, as shown on Schedule 2

Please explain in greater detail the fixed charge rate developed in Schedule 3

Page | of Schedule 3 shows the d p of di revenue requil for the
NSP-SD 4 5" pipeline. The capital structure used is based on NSP's 1996 actual capital
costs. Likewise, the preferred stock and debt costs are as recorded in 1996. The equity
return is as authorized in the most recent NSP-SD rate case, Docket EL92-016. Book
depreciation is based on a 45 year book life with negative salvage value of 50%.

Operating and Mai (O&M) exp are developed and explained on Schedule 5
A 2.9% weighted escalator is also developed on Schedule 5 and used on Page 1 of
Schedule 3. Property taxes, at a rate of 2 4%, are based on a similarly situated South

Dakota intrastate pipeline owned by the AMPIP They are escalated at 3 5% per year




John Winter
Cost Support and Rates

Does the tax vs book depreciation differences have an impact on the proposed rate?

Essentially, there is no impact | have simplified the revenue requi lculs by
setting tax depreciation equal to book depreciation Since this is a levelized
the result is Ily the same as if the tax vs book differences were

deferred and later flowed back

Have you provided additional detail about your d ination of NSP-SD's

O 0 UL e W N

transportation rates”
Yes Each of Schedules 2 - 6 include a section showing Sources and Notes. These
fe provide additional d ion for the cost of service

Are there any other aspects of the HT rate you care to address”?

Yes Included in the proposed maximum commodity rate is $0 045 per Mcf which NSP-
SD has agreed 1o transfer to NSP-Generation for NSP-SD’s use of the Angus Anson 12"
fuel supply pipeline. For informational purposes, I have included the cost support for that
rate in this application. However, NSP-SD is not seeking specific approval of that rate,
nor is it ing the Ci ission to assume jurisdicti ity over that facility,
because the line will directly serve only NSP-Generation and NSP-SD, and thus not
subject to Commission jurisdiction under SDCL 49-34A-1, Subd 9A. The $0 045 per
Mcf rate for use of the 12" supply line is supp by my i ional lati

shown on Schedule 7

How did you develop the rate for the 12" Angus Anson supply line?

As the basis for negotiations between NSP-SD Gas Operations and NSP-Generation, |
applied the fixed charge rate developed for the 4.5” line to the investment in the 12" line
d the revenue requi for the 12" line. The major fixed charge rate
components (capital recovery, property taxes, and book depreciation) are proportionately

to




John Winter NSP-SD Gas Operations
Cost Support and Rates Docket

the same between the two segments of pipeline The operating and maintenance expense

P P a proxy for the 12" line  Consequently, use of the 4 5"
fixed charge rate provides a reasonable determination of the 12" line revenue requirements
of $698,836  The 12" line rate is determined by dividing the revenue requirements by a

representative utilization of the line

Please describe the required filing statements included with this application

Exhibit 5 of this filing consists of the required filing statements per Chapter 20:10 13 of
the South Dakota Administrative Rules The initial pages of that exhibit list the statements
included, or that are not applicable. The reasons certain statements are not applicable is
described on page two of the listing. Waiver of those statements not applicable is

e lly req d from the C

Is NSP proposing some form of’ cost of gas ?

Yes Unlike typical gas local distribution companies, NSP-SD will be exclusively a gas
transporter and will not provide sales service. However, NSP-SD proposes to pass along
uncontrollable charges imposed by Northern Natural Gas, the upstream interstate pipeline.
Section 5 0 on the Firm Transportation Service Schedule, First Revised Sheet No 15
discusses the pipeline cost adjustment It is also included in the Gas Transportation
Service Agreement in Section 3 4, First Revised Sheet No. 21

Has HT1 agreed to the rates with those proposed in this application”

Yes HTI has executed an agreement with NSP-SD for natural gas service to its new

Sioux Falls facility using the form of ag ined in the p

d tariff, at

negotiated rates. HTI's rates for natural gas transportation and the customer charge are at

or below the i rates previously and supported by the calculations and
schedules contained herein




John Winter NSP-SD Gas Operations
Cost Support and Rates Docket

Q Does this conclude your testimony”

A Yes it does




NSP-SD Gas OperationsAMPI Pipeline, Inc.
Intrastate Pipeline Transportation Rates

JOHN D. WI\TEK C P\
v C . v Services
414 Nicollet Mall
Mpls.. MN 55401

CURRENT RESPONSIBILITIES (June 1992 - Present)

Directly resp ble for p g project g and team participation on various
regulatory projects, particularly in the area of rates Provide expert testimony, including
development of underlying technical cost support, for the revenue requirements aspects of
regulatory proceedings Internal clients are Northern States Power Company (NSP)-
South Dakota, NSP-North Dakota, NSP-Electric (wholesale and transmission), and NSP-
Natural Gas Scrvices Responsibili cs frequently include overall project

d ip for the project team and participants is critical. A
sxgmﬁum aspect of the position is rhe need to build credible and effective relationships
with regulators in all jurisdictions

EMPLOYMENT HISTORY (Northern States Power Company)

Sr. Regulatory Consultant 1994 - Present
Assistant to the Chief Financial Officer 1992 - 1993
Director, Financial Accounting, Budgets, and Reports 1990 - 1992
Director, Electric Finance and Information Management 1989 - 1990
Director, Electric Finance 1988 - 1989
\‘Ilnlgev Electric Financial Planning & Administration 1984 - 1988

, Revenue Reg 1983 - 1984
Sr. Rate Anﬂyw’llatc Analyst, Revenue Requirements 1979 - 1983
Al Sr, General A g 1977 - 1979

g Sp . Matenial A 1976 - 1977

EDUCATION

Electric Utility System Operation

The Masters Forum

Strategic Cost Management, Tuck at Dartmouth
Public Utility Finance Seminar, Kidder Peabody
Bachelor of Science - A . University of M
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BEFORE THE
PUBLIC UTILITIES COMMISSION
STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION FOR
AN ORDER ESTABLISHING
A NATURAL GAS uTiuITy,
AND TO ESTABLISH INITIAL TRANSPORTATION RATES
FOR NORTHERN STATES POWER COMPANY

Docket No. NG97-021
Testimony of Gregory A. Rislov
On Behalf of the Commission Staff
December 1998

Q Please state your name, address, and present position
A My name is Gregory A Rislov, my business address is: Public Utilities Commission
(PUC), State Capitol Building, Pierre, S.D. 57501, 1 am currently employed as a

commission advisor

Q. What are your g and ?

A Iwngudunbdm19761rm|heUnmﬁyomem\Dﬁmamelllonwmu
Bachelcr of degree in B inA g. In
19801 a Master of B A oagmﬁommanmmulmm |
began work with the PUC as a utility analyst in July 1976. | was named Director of the
Fixed Utilities Division in April of 1984, a position | held until July of 1998. | was then
transferred to the position | now hold, that of commission advisor.

Q. Does your new position include assuming an adversarial staff role in contested case
filings?

A No. This docket and others were filed prior to the time | changed duties. | have
continued to work on these dockets until completion

Q. What is your regulatory experence?

A. Although the main focus of my work has been ibed costing
of utility operations and administration of rate cases and other dockets, Iabcbocome




involved in general and policy matters related to utility regulation. | have testified before
the South Dakota Senate, House, and vanous interim legisiative committees on a
vanety of matters which could affect rates and costs of service. | have appeared before
the public, when by the C on behalf of the PUC

Q. Have you previously testified before this Commission?

A. Yes, in approximately 50 major electric) natural gas, and telecommunications
dockets. | have participated in many dockets where settiement was reached with no
need for testimony preparation

Q. What is the purp of your y in this p ding?

A. | will make specific cost of service for the States Power
Company (NSP-gas) natural gas port rate and i y On various
other provisions related to service delivery. | am sponsoring Exhibit_(GAR-1) that
numerically depicts my recommendations.

Q. What is NSP-gas?

A. Itis a new jurisdictional operation in South Dakota. NSP-electric has been
operating for many years. NSP-gas has been operating for approximately one year.
The filing made by NSP was predicated on service to one customer, with the potential
for more joining the system

Q. What are the unique features, if any, of NSP's cost of service filing?

A A forecasted, m-ﬁve(lﬁ)n.mmdowdmm-mwd
customers included in the original

Q. Why is this unique?
A. We have twice ped rates on a fo d, ized cost of service. In both

previous cases the rates were based on serving at least one community, not just one or
several customers.

Q. Does this Commission allow filings based on forecasted costs of service?

A. The Commission rules require that filings be made based on historical costs, but
allow for applicants to aiso file parallel, forecasted costs of service. This case has a
limited amount of historical data because NSP-gas is a start-up company. This coupled
with the fact that ccsts are being projected over forty-five years means that data must
be forecasted




88 B NBRRERN

Q. What data is known?

A. There are some actual plant numbers, and some actual operating and maintenance
(O&M) amounts for 1998. The structure is known, as is the depreciation rate. But even
this known data must be estimated for the future as a 45-year levelized cost of service
looks 45 years into the future

Q. Cost of service is one part of the ion for d ing rates. is sales.
Do you have actual sales data?

A. We have some actual sales data. But it has limited value as it is not complete. The
customers are not operating on a steady-state basis. This is a start-up operation, not a
mature one

Q. What is included in the NSP-gas rate base?

A Estimated plant-in-service. exclusive of meter costs, and accumulated depreciation.
Q. Why have meter costs been excluded from rate base?

A Itis NSP-gas's intention to assess metering costs directly to the customer. In other
words, they become customer costs.

Q. Is this appropriate?
A Yes, mmwmmmammmwm

and assess g costs by class. | shall discuss
mmma—mm-nmmm

Q. is plant-in-service estimated?

A. We have actual cost data supported by invoices for the bulk of the costs. One
feature of plant-in-service is that the 45-year levelized cost of service does not estimate
mmm There likely will be additions as time goes on, but NSP-gas has not

any NSP-gas p to assess a L portion of
customer-related costs directly to the customer, the addition of new customers may
have limited cost impacts on the company. This serves to improve the quality of NSP-
gas's plant forecast

Q. Should other rate base items be included?

A NSP-gas has made no claim for other rate base items. It is reasonable to expect
that costs are imited in this type of c Itis also 1o expect that other

3




types of shared rate based costs could be allocated from other jurisdictions
Q. Is staff offering adjustments to NSP-gas's rate base?

A No. Although | am concerned that NSP's South Dakota electric operation may be
bearing some costs for the gas operation, this concern is mitigated by the limited size
and scope of the gas operation, and the difficulty in making any reasonable estimated

For . labor costs, and customers are three common
allocation bases. NSP-gas numbers on these items are dwarfed by NSP-SD-electric's
numbers, as well as comparable gas numbers in other states. Any allocation based on
these compansons would yield virtually nonexistent costs

Q. Did you review NSP gas's filed operating income components?

A Yes
Q. What conclusions did you reach?

A. Operating mcornecunw\ems like rate base are ly
limited. For (O&M) is either contracted,
actual, or based on O&M relate to opx g the
system, and L

fees. Staff's adjusted O&M, as explained by Suﬂvnmeu Knadle, totals 818 164
before annual escalation of 2.9%

Q. Explain the annual escalation

A. The entire cost of service must, as a starting point, be based on an annual cost of
providing service. NSP-gas chose to average the cost of service over a 45-year period.
This means that a cost of service must be prepared for each of 45 years. A logical way
of doing this is by preparing a current year's cost of service and using it as a basis for
determining the cost of service for the next 44 years. One way to adjust is to estimate
inflation's effect each year, and add that effect to the prior year's costs. NSP-gas
termed this inflation percentage as the "Annual Escalator.” The application of the
annual escalator was the means to adjust O&M for each of the forecasted years.

Q. Are there any other costs included in the cost of service?

A. Yes. Property taxes, return on and income taxes are the
other costs

Q. Would you describe each?




A Yes The property taxes in staff's cost of service are based on the estimated plant,
an 85% and the eff County tax rate supporting 1997
payments. The effect of the latter two is a rate of 2.341%. The first year reflects two
months, or 1/6th of the annual amount. The annual amount is thereafter escalated by
3% for each g year of the cost of service

Q. Do staff's estimated property taxes match those of NSP-gas?

A No. NSP-gas used an estimated rate of 2 4% and escalated taxes at 3.5% per year.
The legisiature intends that taxes should increase by no more than the lesser of 3% or
the growth in a Consumer Price Index. This implies that 3% is the maximum rate of
esca'ation

Continuing on, staff's recommended depreciation is straight-line and based on the
estimated 45-year plant life and 30% negative salvage. The NSP-gas proposed

50% salvage. Staff's lower negative salvage rate is
consistent with the Minnesota Public Utilites Commission Docket No E. GOO2/D-97-
1307 Order Certifying D Rates and

Q. Is this Commission bound by the Minnesota PUC?

A No BmNSP-qasslsom‘umdMIaﬂdtoMemeboundbym
Order which is based on a recent dep study. The Mi P
reasonable

Q. What is your return on ?

A Staff is not taking issue with NSP-gas's requested 8.7314% overall retun on
investment and 11.25% requested common stock equity retumn. The equity return is
in the past several years to this Commission.
or of risk it seems

.-m\luw and i nlu in an industry
and with a 45.22% common equity ratio is facing a
y. The 11.25% is a reasonable equity return

Q. The 45 year levelized cost of service includes a 2.9% annual escalation for
oper and (0O&Mm) What is the basis for the 2.9%?

A There are six of costs in the O&M expenses. As
MmWMM‘:Eﬂ\M(RLKU Schedule 1, three categories are
inflated at 3%, and three others are not escalated. The weighted effect is a 2.9%
escalator for total O&M. The 3% escalator must suffice to cover increases in activity,
inflation, and any ommissions in the original estimate.




1 Q Would you explain the caiculation of income taxes?

2 A Income taxes are assessed on the equity return. NSP-gas applied 35% to the
equity retum to generate pro forma income taxes. | applied 53.84615% to the equity
return to generate income taxes. NSP-gas failed to consider the “tax-on-tax” effect
when a

Q. Was the determination of each of the 45 years' costs of service and estimated sales
the end of your analysis?

A No. NSP-gas requested a levelized cost of service. The only point in doing a 45-

year is to develop a cost of service

Q. What is a levelized cost of service?

A. A “levelized” cost of service is an average cost of service over a period of years
which incorporates time value of money.

Q. What is the purpose of using a levelized cost of service?

A Sales and cost of service naturally change each year. In a mature, large company
these changes, on a percentage basis, tend to be relatively small. In a small, new

npany the o ges can be very large, and the sales and related rates
needed to recover the costs can be y different. A ized cost of service is
designed to "average” the cost of service and related revenue requirement.

Q. What causes this dramatic change?

A In a start-up company, all plant is new and sales of product must be generated . A
strict rate base, rate of return revenue requirement may lead to unmarketabie product
costs per unit of sales in early years. This is b fixed and » costs and
undepreciated plant values in early years would be spread over comparatively limited
sales units. As sales grow and plant is depreciated, the per unit costs will drop.

Q. Do you simply average the costs of service for 45 years?

A. No. The time value of money must be considered. The timing of cash flows differs
with the actual compared to the levelized cost of service. This difference is “zeroed out”
on a value basis by adding carrying costs to either the actual or levelized cost of
service.

Q. How is this done?




A By equating the "net present value"” of the actual and the levelized cost of service for
the 45 years as | have done on my exhibit

Q. What is the result of your levelization?

A An annual revenue requirement of $73,938. This compares to NSP-gas's annual
revenue requirement of $81,186

Q A key component of present value analysis is the discount rate. What is your
discount rate?

A NSP-gas's overall cost of capital, 8.7314%

Q. Given you employed NSP-gas’s cost of capital, is there is no resulting issue on the
discount rate?

A There is an issue as NSP-gas used a net-of-tax rate. NSP-gas has not yet filed any
support for doing so, nor can we find any support for a net-of-tax rate.

Q. How does your levelization affect NSP-gas's filed rate?

A Because NSP-gas's rate is negotiated, staff's lower revenue requirement will only
affect the ceiling rate absent any change in sales units

Q. Is staff recommending any change in sales units?

A No any possibility of making a reasoned long-
term estimate. NSP-gas, ushmmsandubZo'NSPqnmst is using
annual throughput of approximately 481,000 Mcf as a basis for the rate cap. Review of
available data does not suggest a higher level of throughput for the short-term, and thus
lowering of the rate cap. This issue should be revisited as operations mature. NSP-gas
should be required to file operations reports with this Commission, no less than
annually.

Q. You stated earlier that you would discuss customer costs in more detail. What are
you recommending for customer costs?

of HTI's eomm L on NSP-gas witness

2. He has assigned all g Costs, i ing a camrying charge

mmﬁmmmanmm&d-mbﬂmmﬂmmmmm
charge

Qs this appropriate?




A To the extent customer costs can be identified, this is supportable. It is in fact
preferable to have each pay -specific costs as it avoids
b

Q. Do all companies do this?

A No. | think this C and j p have moved in this
. but g¢ 1 charge costing causes some customers to
subsmze omers It is difficult to remove subsidization as it must be done through what
most customers believe is a radical and unfair rate design change. The best policy is to
y charge iples at the outset

Q You agree with the intent of NSP-gas's proposed customer charge. Do you also
agree with the costs?

A_ | have changed the fixed charge rate to match differing staff inputs. My comparabie
rate is 13.60%. 13 60% should be substituted for 14.08% when calculating the annual

g charge While | am not recommending any further
ehanges | am concerned abwnhe'woomevcosl inputs, metering investment and
annual meter reading, billing, and service costs.

Q. What are your concermns?

A. We have no firm, final accounting of the meter investment, or any support for the
estimated meter reading, billing, and service costs.

Q. What do you recommend to lessen your concern?

A. Meter costs are to be customer specific. Tariff provisions should state clearly how
mosecostsshwldbemkmnmdmmedbymeam and how they are

ped into a charge. Obviously meter reading and billing
oooumus!bemmtsduvmlmstmldahhubommmm Even so, NSP-gas
has not specified any details of either the costs included and the nature of the
generation of those costs. | realize those type of costs will be incurred, but absent any
support, | have no reason to either agree or disagree with the estimate. NSP-gas
needs to either support, or not bill for any annual costs.

Q. Do you have any further recommendations?

A This case has y placed heavy reli upon that have varying
degrees of support. The sales number is used for each of the 45 years, though one
can expect the current will only ly mirror the actual results. By
necessity we use estimates for a start-up utility, but we will develop actuals. |




recommend that NSP-gas's cost of service be reviewed in 2000, based on 1999's
results

| also recognize that NSP-gas has supplied only limited updates to their original filing.
There is a likelihood that the numbers in this filing will change prior to hearing time.
Staff supports any attempt to lessen the uncertainty of the inputs.

Q. | have no further questions.




NORTHERN STATES POWER COMPANY
Dockat NGUT-021 - Souh Desota Gas.

Net Taxes

Equy
Fetun

Book
Leor
™
8270
10540
10540
10540
10540
10540
10,540
10540
10540
10,540
10540
10540
10540
10540
10540
10540
10540
10,540
10540
10540
10,540
10540
10,540
10,540
10.540
10,540
10840
10,540
10540
10540
10540
10540
10540
10540
10,540
10540
10,540
10,540
10,340
10540
10540
10540
10540
105400
10540
70

sgguxy
©ccococococococococcccocone

05,748
1001392

i'tb:

N3 272087

- rvn et g 1.
165 P NP Schmiin 4 Jor W wmory of st wavese Krade.
W G el twan G Y

B o 45 1 e 0 X s auvage Towtenorsy of St whraes ke page §
P S 1) S |

Tin o o (2341 an wecammtn fackn of TN Testenary of Siaf warees Fision. page &

Torw o Com w130 e

Ltan wvsss revarm gt 5w e rwaart cukms o Com ] wnd 1L




RECEIVED

A PUBLIC
AISSION
BEFORE THE

PUBLIC UTILITIES COMMISSION
STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION FOR
AN ORDER ESTABLISHING A NATURAL GAS
UTILITY, AND TO ESTABLISH INITIAL
NATURAL GAS TRANSPORTATION RATES FOR
NORTHERN STATES POWER COMPANY

DOCKET NO. NG97-021

TESTIMONY AND EXHIBITS OF ROBERT L KNADLE
ON BEHALF OF THE COMMISSION STAFF
DECEMBER, 1998




BEFORE THE
PUBLIC UTILITIES COMMISSION
STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION FOR
AN ORDER ESTABLISHING A NATURAL GAS
UTILITY, AND TO
ESTABLISH INITIAL NATURAL GAS
TRANSPORTATION RATES FOR NORTHERN
STATES POWER COMPANY

DOCKET NO. NG97-021
TESTIMONY AND EXHIBITS OF ROBERT L. KNADLE

ON BEHALF OF THE COMMISSION STAFF
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Q. Please state your name, business address and current position.
A~ My name is Robert [ Knadle and my business address is Public Utilities Commission, State
Capuiol Building, Prerre, South Dakota 57501. 1 am presently employed as a utility analyst with

the Fixed Utilities Division of the Public Utilities Commission

Q. Please describe your eds

A | have been with the Public Utilities Commission since March of 1980. I received a Bachelor
of Science Degree in Commercial Economics from South Dakota State University in December

of 1979. 1 have attended a number of seminars and workshops on utility related matters during

my employment with the Commission

Q. Have you previously presented testimony before this Commission?

A Yes. | have presented written and oral testimony and exhibits on numerous occasions before

this Commission, primarily on electric and natural gas matters




Q. Are you familiar with Northern States Power Company-Gas's (NSP) application in this
matter?

A. Yes. | have reviewed the Company's prefiled testimony, exhibits, working papers and data
responses that were supplied by NSP at the request of Commission Staff.

Q. What is the purpose of your testimony in this proceeding?
2. 1shall and make dations to Staff Witness Rislov on the following

operating income and rate base amounts included in the cost of service proposed by the
Company

ACA supplemental service

Office of Pipeline Safety Assessments

Regulatory fees

4. Plant in service

1 shall also and make dations on NSP's p d Ti

Taniff which is detailed in Exhibit No. 5 of the initial filing.

Q. What is your recommendation with regard to ACA supplemental service?

A. NSP’s amount of $3,600 as found on Winter's Schedule § is related to y service 1o
be provided by Angus C. Anson personnel. NSP's response to Staff s third data request,
question number three, states that the ACA supplemental service was replaced by a
memorandum of understanding with Northwestern Public Service Company to provide standby

and y operation and services. My recommendation would be to replace
NSP's amount with an amount of $2,100 which reflects NWPS' annual fee plus a specific charge

B




for each hour of work performed

Q. Could you explain NSP's estimate of $500 for the Office of Pipeline Safety assessments as
found on Winters's Schedule 5?7

A NSP's amount of $500 is based on a similarly situated intrastate pipeline in South Dakota. |
have spoken 10 Martin Bettmann, the Commission Stafl member who has pipeline safety
responsibilities. He stated that two trips per year are required for cach entity unless there is
construction which needs to be inspected. His estimate for the two required trips is $330 which is
based on costs bilied to an entity similar and in close proximity to NSP's facilities. 1am
recommending NSP's adjustment be lowered by $170 to total a reduced amount of $330.

Q. What 1s your recommendation with regard to NSP's amount for regulatory fees as found on
Winter's Schedule 57

A I recommend that NSP's amount be reduced by $50 to total a revised annualized cost of
$250. My recommendation is based on SDCL. 49-1A-3 which essentially says that a rate
regulated company is levied a tax of 0015 on the company's annual gross receipts or $250,
whichever is greater. The $250 charge equates to gross receipts of approximately $167,000, an
amount which is considerably higher than NSP-gas’s levelized revenue requirement.

Q. Please continue

A. Exhibit_ (RLK-1), Schedule | the abo i to the

Company's prop p and expenses. | d to Staff Witness
Rislov that he include the amounts depicted on this schedule in his determination of NSP's

levelized revenue requirement.  Staff has a number of outstanding data requests on operation and
maintenance expenses that may change the aforementioned recommendation.

Q. What is your recommended amount of plant in service?




A. NSP, per Winter's Schedule 4, has estimated that plant in service exclusive of customer meter
costs is $364,718. Staff has requested and received invoices and account detail for the amounts
depicted on Schedule 4 per NSP's response to Staff's initial data request, question cighteen. This
data consists of invoices for matenals, labor, excavation and backfill for the project, totalling to
an amount of approximately $318,000 as of July 13, 1998, exclusive of meterset costs. This
represents approximately 87% of NSP's initial estimate of $364,718. Staff in its fourth data
request asked for available updates to plant in service and operation and

NSP has indicated to me that their initial plant in service estimate is considerablely lower than

their actual expenditures. | am awaiting reply to our remaining data requests to consider this.
For the time being, and based on currently le data, | am ding to Staff Witness
Rislov that he incorporate NSP's original estimate of $364,718 in his determination of the
levelized revenue requirement subject to further adjustment, if necessary.

Q. Please explain Exhibit__ (RI.K-1), Schedule 2

A. Schedule 2 1s compnised of a number of NSP's proposed Transportation Service Tariff Sheets
that StafY believes need cither further clarification, minor changes, or further support. For case of
review | have footnoted the arcas that Staff feels need to be addressed by the Company. 1

classify the fi by the foll

g categ
1. Minor Changes-—(1), (2), (3). (5), (6), (7). (8). (10), (11), (12), (13), (14), (15), (16),

(17).(18).(19). (20), (22), (23). (24). (25), (26), (27), (28). (32). (33). (35), (36), (37), (38), (41),
(43), (44), (45), (49), (50), (51), (53), (55). (61), (64), (67). and (70).

2. Clanfication-—~(4), (9). (29), (30), (31), (39), (46), (47), (48), (52), (54), (56), (58),
(59). (60), (62). (63), (65), (69), and (71)

3. Further Support Required---(21), (34), (40), (42), (57), (66), and (68)

Staff has submitted these concerns to NSP via a sixth data request dated December 4, 1998. We

are awaiting the Company's response




Q. Could you explain what NSP is proposing for transportation service charges?

A. Yes. NSP is proposing a maximum customer charge of $277.00 per month based on a
specific costs as d d on Winter's Schedule 2. NSP p a i

local delivery volume charge which will not exceed $0.214 per MMBtu transported and not be
less than $0.045 per MMBtu transported. These rates are also determined on Winter's Schedule

Q. Do you have any concerns related to these transportation service charges?

A. Yes. Since the customer charge is based on a specific customer costs, | belicve that NSP
should provide specific language on how customer charges would be determined for any
prospective NSP's proposed P ion local delivery charge could be flexed

between a ceiling of $.214 and a floor of $.045, with the floor representing the charges or costs

related to the use of the Angus Anson pipeline. | recommend that the floor be raised to
minimally recover vanable costs for the customer and to provide for some contribution toward
NSP's distribution system fixed costs.

Q. Do you have a schedule which indi Staff's

A Exhibit_(RLK-1), Schedule 3 details Staff's
$0.199 per MMBtu

Q. [ have no further questions at this time.




Exhibit__(RLK-1)
Schedule 1

Column A, lines 1. 3 and 4. NSP Witness Winter's Schedule 5

Column A, line 2. NSP' response to Staff data request number 3, questions 2 and 3,
annual amount plus 3 trips at 3 hours per trip

Column A, line 5 from Martin B , Staff Engi

Column A, line 6 Assessment per SDCL 49-1A-3




Exhibit__(RLK-1)
Schedule 2
Page 1 of 29

Northem States Power Company
South Dakota-Gas
Staff Comments And Recommendations On Tariffs

Staff ds that NSP ily address Staff's
comprising this exhibit




TARIFF SCHEDULES
APPLICABLE TO
INTRASTATE NATURAL GAS TRANSPORTATION SERVICE
OF
NORTHERN STATES POWER COMPANY - SOUTH DAKOTA

S00 W. Russell St
PO BOX s88
Sioux Falis, SD 57101

Filed with the South Dakota Publc Utilies Commission
25 SDPUC No_ 1

Date Fitled December 16 1997
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Northern States Powsr Company
Sioux Falts. South Dekota
Gas Transportation Service Tanf! SDPUC NO 1

PRELIMINARY STATEMENT

Northem States Power Company - South Dakota (hereafter "NSP-SD" or
'TW)‘MMMNWVIMWWWM
planning to engage in the b of transporting and g natural gas in

(&) commerce uumnmsmdmom NSP's system consists
—%@a ol Dl
Dakota. NSP-SD will

wmdmmummmmm
the Angus C_Anson site east of Sioux Falls and deliver it to end-use customers along
or at the terminus of the NSP distribution lateral line in Sioux Falls, South Dakota

(7.;) S0 S Gt thiA7 %M‘ Pnﬂot.l—bm?




NorDwern States Power Company
Seoux Falis, South Dekota
Gas Transportation Service Tartl SDPUC NO 1

GENERAL TERMS AND CONDITIONS

ARTICLE 1
DEFINITIONS

11 B shall mean one British Thermal Unit
12 Contract Demand” shall mean the aggregate of the maximum daily
quantities of gas, expressed in dkt per day, which Transporter is obligated to accept for
nmummd&mmmmumswh&nm
1SPX Service Agr ("TSA") Transporter and Shipper.

“Contract Year” shall mean the twelve month period commencing

14 “Day” shall mean the period of 24 consecutive hours, starting at 900 am
Central Clock Time, or such other 24 hour gas day period as established in Northemn's
Tart

15 Dit” shall mean the quantity of heat energy which is equivalent to
1,000,000 British Thermal Units (BTU). One "dkt” of gas means the quantity of gas
which contains one dekatherm of heat energy. The total dekatherms are caiculated by
multiplying the gas volume in Mc! by its total gross heating value, divided by 1,000

16 MMMNM::(WGWW
n dkt by‘l' 'SP for the account of Shipper at the points of
d 2d of ime reduced by the sum of Shipper’s
(ProRata Srire of {ost and Unaccouried For Gas)esaultng from the operations of the
enod of time. In the event the ownership of gas lost as a
Mdmmldhmmmbereasm&lymﬂled the quantity thereof
shall be charged to the Shipper or Shippers so identified

17 “Gas” shall mean natural gas, unmixed or any mixture of natural and
andicial gas

18 “Gross Heating Value™ shall mean the number of BTU's produced by the
omb L ata p of the amount of gas which would occupy

amdw(l)miwaalmmuedwmns Fahrenheit on a dry
basis and at a pressure of 14 73 psia with arr of the same temperature and pressure as
the gas, when the products of combustion are cooled o the initial temperature of the
gas and air, and when the water formed by combustion has been condensed 1o the
liqud state

() Svat - Ba TSA Jeo
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Northern States Power Company
Sioux Fals, South Dakota
Gas Transportation Service Tanfl SDPUC NO 1

ARTICLE 1l
MEASUREMENT

31  Unit of Measurement and Metering Base. The volumetric measurement
base shall be one cubic foot of gas at a pressure base of 14.73 pounds per square inch

ata base of 60 deg Fahrenheit, and without adjustment for
water vapor content

32 Ammosphere Pressure For the purp of nt, the

Sp (b: ic) p at each measuring station shall be the atmospheric
pressure determined by calculations based on the actual elevation above sea level of
the meter at the place of measurement, and shall be stated in pounds per square inch

33 Temperature If red o be y in the sole di of

(5) Tr: ler, the | ure of the gas shall be determined at each point of
MMMWMM

ly installed recording thermometer, an indicating
, an electronic temp measuring device, or a temperature
g meter of manufacture to Transporter.

34 Specfic Gravity. If to be y in the sole of
Transporter, the specific gravity of the gas shall be determined at each point of receipt
by one of the following methods

(a) By means of a properly installed recording gravitometer of standard manufacture
acceptable to Transporter

(b) I (a) is not considered feasible, then by use of a portable specific

gy )
balance of standard f: . or other device acceptable ef'Transporter
and designed for such purpose or use in conjunction with a continuous sampler

(c)  Other methods acceptable to Transporter

35 Measurement Procedures Quantities of gas received and delivered
hereunder shall be measured in accordance with Procedures contained in ANSI-API
2530, First Edition, AGA Committee Report No 5, AGA Committee Report No. 7. and
AGA Committee Report No_ 8, or revisions or amendments thereto

36 Measuring Equipment Unless otherwise agreed, Transporter will

provide, maintain, and operale necessary measuring and regulating stations equipped &l
with flow meters and other necessary measuring equipment by which+e quantities of
gas delivered from Transporter hereunder shall be determined Such measuring and
regulating stations shall be so installed at the receipt point of the System and at other
agreeable points Al flow, measuring, testing, and related equipment shall be of
standard manufacture and type acceptable to Transporter

(8) it "Q

(6)  Svavdt " *o
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Nothern States Power Company Onginal Sheet No 8
Seoux Falls South Dakota

Gas Transportation Service Tanft SOPUC NO 1 (%)

—

Transporter and Shipper shall cause the chart on all gas measurement equipment to be
changed, or mechanical or electronic indices read, by either Transporter or by
Shipper’s representative (where economical) on a daily basis. If telemetering is not
installed, Shipper shall change recording charts on Transporter's Delivery point
metering facilities or otherwise read Transporter's meter on a daily basis at a ime
specified by Transporter. Shipper may install check measuring equipment, provided
that such equipment shall be so installed as not to interfere with operation of
Transporter

When Transporter deems it neces: telemetering equi shall be installed
Shupper’s del meter(s) | Transporter will instal maintain telemetering
acilities  Shipper shall provide, install and maintain a weatherproof phone service and
electrical service outlet with appropriate grounding for telemetering equipment

Shupper and Transporter, in the presence of each other, shall have access to all
measuring equipment at all reasonable times, but the reading, calibrating, and
adjusting thereof shall be done by the Transporter, unless otherwise agreed Shipper

and Transporter shall have the night to be present at the ime of any installing, reading,
cleaning, changing, repainng, inspecting, testing, calibrating, or adjusting done in

connection with all measuring equipment.  The records from such measuring equipment
shall remain the property of Transporter Reasonable care shall be exercised in the

n, ce and op: 1 of measuring equipment so as 1o avoid any
inaccuracy in the determination of the quantity of gas received and delivered

37 Calibration and Test of Meters. The accuracy of all measuring equipment
shall be verified by the Transporter at reasonable intervals, and if requested, in the
presence of representatives of Shipper. Transporter shall not be required to verify the
accuracy of such equipment more frequently than once in Contract Year |f either party
at any time desires a special test of any measuring equipment, it will promptly notify the
other. and the parties shall then cooperate 10 secure a prompt verification of the
accuracy of such equipment  Transportation and related expenses incurred by Shipper

or Transporer involved in the testing of meters shall be deme by the party incurmng %))
such expense ———

38 Correction of Metenng Errors If. upon any test, any measunng
equipment is found 10 be n error. such errors shall be treated in the following manner
_It the resultant aggregate error in the computed receipts or delivenies 1s not more than
2% Rmuelwenes shall be considered accurate All equipment
shall_in any case be adjusted at the time of test to record 1o zero error  If. however
the resultant aggregate error in computed receipt or delivenes exceeds 2% at a
recording corresponding 1o the average hourly rate of gas flow for the period since the
last preceding test the previous recordings of such equipment shall be corrected to
zer0 error for any penod which 1s known definitely or agreed upon  In case the period
1S Not known uehmrelv or agreed upon, such correction shall be for a period extending
Sracd  ricoding ™
Prones iz “uagt A e e Tuspe «\,J,J« (n thiot o

Svwd ' purne
Snact




Northern States Power Company Onginal Sheet No 9
Seoux Falls, South Dekota

Gas Transportation Service Tanft SDPUC NO 1

over one-half of the time elapsed since the date of the last test, not exceeding a
correction period of 180 days

39 Failure of Measuring Equipment. In the event any measuring equipment
is out of service, or is found registering inaccurately and the error is not determinable

by test, or by previous recording, receipts or deliveries through such equipment shall
be estimated

(a) By using the registration of any check meter or meters, if installed and
accurately registering, or in the absence of (a),

(b) By cormecting the error if the percentage of error is ascertainable by calibration,
speaa“cs(.ornﬂhunmmlmlalm,fumheabwmdbom(a)w(b)m; (_n.)

(c) By estimating the quantity of receipt or delivery based on receipts or deliveries
during preceding periods under similar when the g ! was
registering accurately

310 Preservation of Records  Shipper and Transporter shall preserve all test
data charts, and other similar records for a period of at least one year, or such longer

( as be required by the SDPUC or other jurisdictional public authority
13 -———-—’—J

ARTICLE IV
RECEIPT AND DELIVERY POINTS

41 01 Receipt. The initial point of receipt hereunder shall be the point
of ir the f; of Transporter and the of Northern
States Power Company - Generation located in Minnehaha County, South Dakota
Shipper shall deliver, or cause to be delivered, gas to Transporter at the point or
receipt for transportation service, seu.w in Exhibit A attached to Shipper's TSA

(1)

42 Pomts of Delivery The point(s) of delivery hereunder shall be the point(s)
of cor the f; of Transporter and the facilities of Shipper, where
Transporter shall dehvev gas for the account of Shipper  Such point(s) of delivery are
set forth in Extubit A attached to Shipper's TSA  Unless otherwise agreed, the

establishment of any additional point,of delivery at the request of Shipper shall be at
the expense of Shipper l
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ARTICLE V
SCHEDULES

51 Schedules Prior to the first day of each month, Shipper shall furmish
Transporter with a schedule showing the estimated daily quantities of gas Shipper
desires Transporter to transport during such month. Such monthly schedule shall be
provided at least one hour before the deadline for monthly nominations in Northern's
Tanfi Thereafter Shipper shall on a daily basis advise Transporter of the volumes
Shupper will deliver duning the following day at least one hour prior to the time
Transporter must submit daily nominations to Northern pursuant to Northern's Tariff
However Shipper may establish a standing schedule of daily volumes, notifying
Transporter prior to any day when Shipper’s daily deliveries will differ from the standing
schedule by more than the daily delivery variance (+/-) established in Northem's Tanff

52 Departures from Schedules Departures from the scheduled deliveries at
the pont of receipt shall be kept to the minimum permitted by operating conditions, and
shall be balanced as soon as practicable Shipper shall use its best efforts to give

Transporter notice prior 1o proposed change of a daily quantity from that set forth in the
schedule provided for in Paragraph 5. 1 hereof Such notice shall be provided at imes
consistent with the notice period for intra-day nomination changes set forth in
Northern's Tanff  Transporter may waive such notice upon request if, in its judgment,
operating conditions permit such waiver Transporter and Shipper shall inform each
other of any other changes of deliveries immediately upon knowledge thereof

53 Hourly Vanation Delivenies shall be made at uniform hourly rates to the
extent practicable Transporter's obligation to deliver shall not exceed 1/16th of
Shipper's Maximum Daily Quantity in any given hour

ARTICLE VI

DAILY AND MONTHLY BALANCING
61  Scheduling and Balancing Tolerances It i1s recogmized that the parties
will be unable to control exactly the quantities of gas delivered and accepted hereunder
on any day. and that deliveries by Shipper and redelivenes by Transporter may vary
above or below the quantities scheduled on any day However. nothing in this

Spaagraph shall affect Shipper's obligation to pay for gas actually transported
el

62 Daly Vanance The daily vanance for a receipt point shall be the
difference between the total quantities scheduled for receipt and the actual quantity
delvered into Transporter's System  The daily vanance for a delivery pont shall be the
diference between the total quantities scheduled and the actual quantity delivered by
Transporter at such point on any day Shipper shall take action to correct any daily
vanance between scheduled and actual receipts and delivenes occurning durning the

o Somack onkache !
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month by making adjustments to schedules, receipts or deliveries. In no event shall the
daily excess or deficiency vanance exceed the allowable daily point of delivery
vanation set forth in Northern's Tariff

63 Monthly Imbalances Shipper’s monthly imbalance shall be the net total U %)
1ance from all receiplp and delivery points. Such monthl ly imbalance shall be
corected in-kind through adjustments to Shipper's schedules, receipts or deliveries in
order for Shipper to receive Equivalent Quantities, or by such other method as is then
mutually agreed upon by the parties hereto  The cumulative daily vanances during any
month above or below the quantities scheduled shall not exceed the monthly point of
celivery smeniinly vanance set forth in Northern's taniff

64 Disposition of Excess Gas In order to alleviate conditions that threaten
the integrity of its System, Transporter may periodically acquire quantities of gas that
are in excess of System needs Transporter may make interruptible sales of such ga:
2o’ Jorm time to ime at the point of receipt pursuant to 18 CFR 284 402 [Such sales shall | (2.1)
T=

Tade under rales, terms and condilions mutually agreed upon between Transporter |
| the purchaser provided that all such sales shall be fully interruptible it

ARTICLE VIl
PRESSURE

71 Pressure at the Pointe of Receipt  Shipper shall cause the gas to be
delivered at the pointy of receipt at a pressure sufficient to allow the gas to enter the
System Fowever Shipper shall not be required to deliver gas to the Transporter at any
pont of recespt at a pressure in excess of the minimum pressure specified with respect
1o each receipt point in Exhibit A of Shipper's TSA

2 Pressure at Points of Delivery  Transporter shall deliver gas to Shipper's
delivery points at the pressure existing in the Transporter's pipeline. however
Transporter must deliver gas 1o each point at a pressure not less than the minimum
pressure specfied with respect to each delivery point in Exhibit A to Shipper's TSA
Transporter, however, shall not be required or permitted 1o deliver gas at a pressure in
excess of the maxmum pressure specified for each point of delivery set forth in Exhibit
A attached to Shipper's TSA

ARTICLE Vil
BILLING AND PAYMENT

81 Biling Unless otherwise agreed, on or before the 10th day of each

month. Transporter shall render to Shipp: statement of the total amount of gas (e
L bl L L
dehivered by Transporter to Shipper al The points of seces! hereunder dunng the

preceding month and the amount due  When information necessary for billing

Bl 2
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purposes is in the control of Shipper, Shipper shall furnish such information to
Transporter on or before the 10th day of the month

(’3\) and Transporter shall have the right to examine at reasonable times,
£3) books, record, and charts of the other to the extent necessary to verify the accuracy of

any stalement, charge, or computation made under or pursuant to any of the provisions
horeo'

82 Payment Unless otherwise agreed, Shipper shall pay Tfam— (a49)
general office or at such other asTi shsl

P!

83 Remedies for Failure to Pay. Should Shipper fail to pay all or any portion
of any bill as herein provided when such amount s due, interest on the unpaid portion
of the bill shall occur at a rate of one percent (1%) per month  If such failure to pay
continues for 30 days after payment 1s due, Transporter may, in addition to any other
remedy it may have hereunder, suspend further delivery of gas until such amount is
paud, ff authorized pursuant 1o the rules of the SDPUC

(30) ———

Disputed Bills. If Shipper in good faith shall dispute the a
art thereof and shall pay to Transporter such a D
3 e meraaﬂer within 30 days ol ag

85 Adustment of Biling Errors  If it shall be found that at any ime or times
Shupper has been overcharged or undercharged in any form whatsoever under the
prowisions hereof and, in the case of an overcharge, Shipper shall have actually paid
the bill containing such overcharge, then within 30 days after the final determination of
such overcharge or undercharge. the appropnate party shall pay to the other party the
amount of said overcharge or undercharge. net of any other amounts then able
hereunder Fn The event an error 1s discovered in the amount billed in any statement ]

T y Transporter, such error shall be adjusted within 30 days of the |
determination thereof provided that claim therefor shall have been made within one (1)
year from the date of such statement  If the parties are unable 1o agree on the
adyustment of any claimed error, any resort by either of the parties to legal procedure \
either by law, in equity, or otherwise, shall be commenced within 12 months after the

supposed cause of action is alleged to have ansen, or shall thereafter be forever
barred

rart Pros

Faed Dec 16 1997

Issued by Michael J Hanson
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ARTICLE IX
CONTROL OF GAS

9.1 Responsibility for Gas. As between the Shipper and Transporter hereto,
Shipper shall be in exclusive control and possession of the gas until such has been
delivered 1o Transporter at the point of receipt, and after such gas has been
redelivered to or for the account of Shipper by Transporter at the point(s) of delivery
Gv Transporter shall be in excl control and of such gas while same is in
S the Sysiem between The point-8r receipt and the point(s) of delivery. The party which
shall be in exclusive control and possession of such gas shall be responsible for all
injury or damage caused thereby.

ARTICLE X
FORCE MAJEURE

101 Force Majeure. Neither party shall be responsible or held liable for any
loss or damage resulting from failure to perform its obligations due to any cause
beyond its reasonable control, provided, however, that such force majeure affecting the
performance hereunder by either Shipper or Transporter shall not relieve such
liability in the event of its own concurring negligence or in the event-#r its own failure to
use due diligence to remedy the situation and to remove the cause in an adequate
manner and with all reasonable dispatch, provided further, that no such causes
mmMm\oesrnﬂmmodherpanymnsoungaumlom&e

or entitle either party to exercise any right to offset
agum any sua\ payment obligation

102 Definition. The term “force majeure” as used herein shall mean acts of
God, strikes, lockouts, or other industnal disturbances acts of a pt.bhcmmy wars,
blockades, insurrection, riots, ; . ightning, ear ak
storms, floods , arrests and of the government, either laderal or
state, civil or military, civil disturbances. shutdowns for purposes of necessary repairs.
relocation, or construction of facilities, breakage or accident to machinery or hines of
pipe, the necessity for testing (as required by governmental authority or as deemed
y by repaws or to machinery or lines of pipe), failure of surface
% Of Pip , accidents, . inability of either party hereto 1o obtan
necessary matenial, supplies, or permits, or labor to perform or comply with an
or of this Agr W, nights of way, and any other causes, whether
of the kind herein enumerated or otherwise, which are not reasonably in the control of
the party claiming suspension. It is understood and agreed that the settiement of
strikes or lockouts shall be entirely within the discretion of the party having the difficulty
and that the above requirement that any force majeure shall be remedied with all
reasonable dispatch shall not require the settiement of strikes or lockouts by acceding
10 the demands of an opposing party when such course is inadvisable in the discretion
of the party having the difficulty
D s b
(A9 S~act " A"
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RATE SCHEDULE - FIRM TRANSPORTATION SERVICE

10 Availability. This Rate Schedule is available for the transportation of
natural gas on a firm basis for any end user Shipper where (i) Transporter has
that suffi System exists 1o provide the service requested by
Shipper, and (i) Shipper has a Transp 1 Service Agr ("TSA")
wherein Transporter agrees 1o 1r for Shi S toa
maximum
msale

ic
jer s not obligated to provide transportation service

20 Gas Supply, Upstream Transportation, New Facilities, Shipper shall be
responsible for arranging for all natural gas supplies and interstate transportation of
shipper’s gas on Northem 1o the point of receipt. Transporter will arrange for

on the NSP-Gi intrastate pipeline on behalf of Shipper. Unless
otherwise agreed, Shipper must pay for all facilities required to physically connect to
Transporer's pipeline

30 Recepts and Delivenes The Point of Receipt for all gas transported by
Transporter under this Rate Schedule shall be at the interconnection of Transporter's
System with Northern States Power Company - Generation located in Minnehaha
County. South Dakota The Point(s) of Delivery shall be at the point(s) designated in
the Exhubit A attached to Shipper's TSA

40 Rates and Charges The rates for serwce under this Rate Schedule are
n the of the Gas Trar Agr However, Transporter

has the nght at any time to file with the SDPUC to ad'usl the rates applicable to service
under this Rate Schedule

50 Daily Tolerance, Penalty Provisions The daily tolerance level (+/-) from
Shipper's daily scheduled volume shall be the daily vanance established in Northern's
Tanff Unless otherwise agreed. in the event the daily quantity of gas delivered by
Shipper deviates above or below the daily scheduled volume in excess of the
Northern's Tanff tolerance level and Transporter is assessed charges or penalties by
Northern, Shipper shall pay. in addition to the appropriate rates contained in this tanff
an amount equal 10 any payment Transporter is required to make to Northern

60 General Terms and Conditions  Any terms @b conditions not specified in
thus Rate Schedule shall be determined consistent with Transporter's General Terms
and Conamtions. which are incorporated by reference into this Rate Schedule

B9 wla wihody alews e B oampae e Uotudteen /
GS)  Smanx ed
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NATURAL GAS TRANSPORTATION SERVICE AGREEMENT

This Gas Transportation Agreement (*Agreement”) is made this ___ day of
__. by and between NORTHERN STATES POWER COMPANY, a Minnesota ( <
corporation, (humwlod'NSP"o”' , and e

mlawmmalwmmmwswawtonw B
% and Company desire 1o enter into this Agreement to
P by C y to C 's plant facilities.

have said gas

WITNESSETH: The parties hereto, each in ion of the ag! it of
the other, agree as follows:

10 TERM This Agreement shall commence on . and

continue until . and, if not terminated by at least 180 days pnov
notice, shall continue further until so terminated

11 CHARACTER OF SERVICE The transportation and delivery of gas
hereunder 1s on a firm basis  In for NSP's ag 1o provide firm
transportation service at the rates set forth in Section 3 2, Customer agrees to utilize
natural gas transported by NSP for all the non-electric energy requirements of the Plant
equipment for the term of this Agreement. However, Customer may use a fuel other
than natural gas in the case of (i) a force majeure or other emergency condition on the

or Transporter's pipeline system, as provided in this
Agreement or Transporter's Tariff, or (ii) a failure of Customer’s gas supply as defined
in Section 2 0 for reasons beyond the control of Customer

12 CONTINUITY OF SERVICE The Company will endeavor to provide
continuous service but does not guarantee an uninterrupted or undisturbed supply of
gas The Company shall not be responsible for any loss or damage resulting from !he (‘-1 .
nterruption or disturbance of service for any cause other than lho? negligence
the Company The Company shall not be liable for any loss of profifs or other

consequential damages resulting from the use of service or any interruption or
disturbance of service

20 LIMITATION ON OBLIGATION TO DELIVER This Transportation
Agreement is expressly contingent upon Customer or Customer’s Agent's procurement
of natural gas supplies and interstate pipeline transportation to the Company receipt
pontin __Minnehaha County, SD If Customer or Customer’s Agent fails to deliver

(w0 s 10 C: at the designated . Customer shall immediately
G cease using gas

W___My:s not obligated to provide backup sales service o
Customer [However, Company may al 115 oplion, agree 10 provide backup gas service i-(u 1

¥ Au e ek o

Date Fled Dec 16 1997 Issued by Michael J Hanson
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21 REQUIREMENTS AND DELIVERIES, POINT OF DELIVERY Company

agrees to accept delivery of Customer’s gas at the inlet of Company's distribution

system in __Minnehaha County, SD and, on a firm basis, transport and deliver said
(%}J gas to Customer's pointof delivery in volumes upto ___ MMBTU per day, or such

other volumes as is mutually agreed Customer's point of delivery shall be the outlet of [
the meter ) at

(CEY)

22 DAILY NOMINATIONS Customer or Customer’s Agent shall on a daily

() basis advise Company'{(gas dispalcher in St Paupof the volumes Customer will
request to be delivered during the following Gas Day Customer may alternatively elect

to make a standing nomination with Company, notifying Company on any day when 1
customer's daily deliveries will differ from the standing nomination by more thanffive (5))=— &1

percent Customer shall submit daily or corrected standing nominations to Company at

Q“) p— Din advance of the start of the Gas Day Customer’s daily or standing
nomination shall be its best of the exp uf 1 for the Gas Day  if
Customer and Company mutually agree, Company will relay Customer's daily or

standing nomination to Customer's Agent, gas supplier(s), and Transporter

23 DISPATCHING Customer will adhere to gas dispatching policies and
procedures established by Company from time-to-time to facilitate service under this
Agreement Company will inform Customer of any changes in dispatching policies that
may affect this Agreement as they occur

24 RATE OF FLOW The gas supply shall be transported to Customer at a
rate of flow up to but not exceeding __cubic feet per hour at the point of
delivery Gas shall be delivered at such pressures and temperatures as may exist
under operating conditions at Customer’s service location Operating pressures at this
location shall normally be _pst

G4

G P B R
-2+ REFUSAL OR DISCONTINUANCE OF SERVICE (a) With notice, the

Company may refuse or discontinue gas service for any of the following reasons

failure to pay amounts payable when due, breach of contract for service, failure to

provide the Company with reasonable access 10 its property or equipment, when the

Company 1s unable to furnish gas service to Customer because it cannot obtain permits

or necessary nght-of-way when necessary 1o comply with any order or request of any

goverr tal authonty having junisdiction

Upon such notice as 1s reasonable under the umstances the Company

sary 1o make repairs

ly discontinue gas service when nece:
2s in Company’'s equipment or facilities

( Without notice the Company may disconnect gas ustomer in
the event of an unauthonzed use of or tampenng with (

event of a condiion determined o be hazardous to the C
the Company . 10 the public

mpany's equipment o the
ustomer o other ¢ ers of
o 1o the Company's employees. equipment. of ce

1s5ued by Michael J Hanson
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Any discontinuance of service will not relieve Customer from Customer’s obligations to
the Company

28 BALANCING Customer and Company agree lo balance daily delivery
point r s with actual del (as defined in Paragraph 3 2) on an ongaing
basis  Customer agrees to exert its best efforts to keep daily deliveries wnthl" (52')
percent of dailly nomination. Customer and Company shall as op
necessary, but no less than monthly. Customer or Customer’s Agent shall be

responsible for balancing receipt point nominations made o Transporter with receipt
point deliveries made by Customer or Customer’s Agent's gas supplier(s)

29 MONTHLY CASHOUT MECHANISM. Unless otherwise agreed,
Customer's monthly imbalance will be corrected by a cashout mechanism Customer's
monthly imbalance is the difference between (1) the sum of Customer’s daily
nominations for the month and (2) Customer’s actual metered use Monthly volumetric
imbalances wll not be carried forward to the next calendar month

Undertake Purchase Payment If Customer utilizes less gas than the volume Customer
nominated and delivered to NSP system, Customer shall sell the undertake gas to

NSP  Customer shall be paid an Undertake Purchase Payment equal to the monthly
imbalance times the Undertake Purchase Rate

Monthly Imbalance % Undertake Purchase Rate

100% to 98% Index + Transporter's Firm Transportation (TF) —q
Commodity rate(s)

98% to 90%

[Index + Transporter's TF Commodity rate(s)] x 0.75==—==
Less than 90%

[Index + Transporter's TF Commodity rate(s)] x 0 50—

Overtake Charge If Customer utilizes more gas than the volume Customer nominated
and delivered to the NSP system, Customer shall purchase the overtake gas from NSP

Customer shall be assessed an Overtake Charge equal to the monthly imbalance times
the Overtake Rate

Monthly imbalance % Overtake Purchase Rate

100% to 102% Index + Transporter's Interruptible Transportation (IT)

Commodity rate(s)

102% to 110% [Index + Transporter's IT Commodity rate(s)] x 1 25
(;‘) reater than 110% [Index + Transporter's IT Commodity rate(s)] x 1 50
(Sw =

Index for Monthly Cashout  The Index being used 1s Inside FERC Gas Market Report's
first of the month “Prices of Spot Gas Delivered to Pipelines” for Northern Natural
(Demarcation) Applicable pipeline commodity rate consists of al peline
charges including GRI surcharge, Angus C Anson fuel supply pipeline surcharge. fuel
costs and commodity rate(s) All conditions of the monthly cashout mecharnism apply

* AU mad pege

Date ¥ ded Dec 161997 Issued by Michael J Hanson Effective
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unless Customer and NSP agree otherwise However, NSP will treat similarly situated
L} S ON a non y basis

30 CHARGES Commencing with the date of initial deliveries of gas by
Company, the charges for this transportation service shall be according to Appendix A

31 MONTHLY CUSTOMER CHARGE As ved in Appendix A. The
customer charge shall not exceed the maximum charge on file with the South Dakota
Public Utilties Commission.

32 VOLUME CHARGE A Volume Charge equal to the product of (i) the act:
deliveries mace by Company to Customer during the billing period, and (%(_uxed ral®
per MMBtu stated in Appendix A The volume metered by NSP will be consid the
actual volume delivered by Company to Customer All volumes will be adjusted for Btu
content and supercompressibility. The volume charge per MMBTU shall not exceed the
maximum charge on file with the South Dakota Public Utilities Commission

33 TAXES In addition to the rates specified above, NSP shall collect any
federal, state or local sales, use, excise, or other such taxes and fees that are legally
effective and applicable to the service provided hereunder

34 PENALTY PROVISION Customer shall be hiable for any balancing or other
penalties imposed on NSP by Transporter and caused by Customer’s actions
Customer shall also be liable for any incremental costs incurred by Company, if any,
caused by Customer's failure to stay within the(¥/- 5 percenpdaily tolerance zone (%))

35 ADDITIONAL CHARGE FOR USE DURING CURTAILMENT If Customer
fails to curtail use of gas hereunder when requested by Company, Customer shall pay,
in addition 1o the appropriate above rates, either an amount equal to any payment
Company 1s required to make to Transporter as a result of Customer’s failure to curtail,
or $10 00 per MMBtu of gas used in excess of the volume of gas to which customer 1S
requested to curtail,. whichever amount 1s greater  Such payments. however, shall not
preciude Company from shutting off Customer's gas supply in the event of Customer’s
fadure 1o curtanl gas use thereof when requested by Company to do so

40 PAYMENT OF BILLS Al bills are payable at Company's office on or

he preceding month  Should Customer fail to remit the full amount when

due. Customer shall pay a Late Payment Charge of 1% to be added to the next month's
bill after the date due

41 DISPUTED BILLS If Customer in good faith disputes the amount of any
monthly billing or part thereof, Customer shall pay Company the amount Customer
beheves to be correct and notfy Company in writing of the basis for disputing the bill
Company shall promptly investigate the matter and submit a corrected bill to Customer

¥ uomuk gl

Date Fiea Dec 16 1997 Issued by Michael J Manson EMective
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If Customer has underpaid the amount actually due, Customer shall within five (5) days
remit the additional amount due  If Customer has overpaid the amount actually due,
Company shall refund the overpayment by a credit to Customer's next bill. Company

agrees to waive the late payment charge for the disputed portion of any bill if Customer
disputed the bill in good faith

50 BILLING ADDRESSES, CURTAILMENT NOTICES, OTHER NOTICES
The applicable addresses and/or telephone numbers for billing, curtailment notices,

and other notices under this Agreement are provided in the Appendix C to this
Agreement

60 TITLE TO GAS Unless otherwise agreed, Customer shall possess title to
Customer’s gas while being transported by Company. However, Company may, if the
parties mutually agree, take title to Customer’s gas to arrange interstate or intrastate
pipehine transportation from Transporter to Company's receipt point

61  WAIVER OF LIABILITY Customer shall hold Company blameless for any
termination of gas service caused by failure of Customer, Customer’s Agent,
Customer's gas supplier(s) or Transporter to deliver gas to Company's designated
receipt pont

(22

70 TELEMETERING Telemetering equipmeni@hall be installedon
Customer's premises in order to measure daily and monthly deliveries to Customer
Company will install and maintain the telemetenng facilities Customer shall provide
nstall and maintain a weatherproof phone service and electrical service outlet with
appropnate grounding for telemetening equipment at Customer’s cost

80 REGULATORY AUTHORITY This agreement 1s subject to all valid laws,
orders, rules and regulations of any and all duly constituted authorities having
jurisdiction over the subject matter herein and 1s subject to the receipt of any necessary
authornization for the transportation service contemplated herein

information as may be required or appropriate 1o comply with reporting requirements of
duly constituted authonties having jurnisdiction over the subject matter herein

90 REPORTING REQUIREMENTS Customer shall furnish to NSP all

10 0 CONFIDENTIALITY The terms of this contract, inciuding but not hmited to
Customer’s delivered price of gas, NSP's customer charge and volume charge, the
volume of gas transported. and all other matenal terms of this contract shall be kept
confidential by NSP and Customer, except 1o the extent that any information must be
aisclosed 10 a thwrd party as required by law or for the purpose of effectuating
transportation of the subject gas pursuant to this Agreement

) SUCCESSION, ASSIGNMENT This Agreement shall inure to and be
equally binding on the respective parties. ther successors and assigns  Neither party
() Mor zorsstiag W Adrat § “Jwﬂ"bﬂh 3U ord Prends u«;“,‘“ _.6
we = Vsaonadls 0 el sals
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shall assign this Agreement and rights hereunder without the written approval of the
other party Such approval shali not be unreasonably withheld

12.0 ENTIRE AGREEMENT; MODIFICATION AND WAIVER This Agreement,
together with all documents attached hereto which NSP has signed or initialed
intending to make them a pan hereof, constitutes the entire agreement between the
parties relating to the transaction herein and any and all prior
oral or written understandings. No addition to or modification of any provision hereof
shall be binding upon NSP, and NSP shall not be deemed to have waived any
provision hereof or any remedy available 1o it unless such addition, modification or
waiver is in writing and signed by a duly authorized employee of NSP

13.0 SEVERABILITY . If any provision hereof is held to be unenforceable by final
order of any regulatory authority or court of b shall
be severed herefrom and shall not affect the |Merpre|anon or en(orceabulny of the
remaining provisions hereof

IN WITNESS WHEREOF, the parties have duly executed this Agreement effective the
date and year first written above

NORTHERN STATES POWER COMPANY

Customer

G T )"‘*“‘M Hu Bl Mwas cu omedt %o Sfucalpualions
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APPENDIX A
GAS TRANSPORTATION AGREEMENT
DATED
FOR
(Customer name)

Delivery Period

The Agreement and the rates, terms and conditions contained herein, will be in
effect for a term and continui

') .
and then shall be renegotiated.

Delivery Point and Charges

(a)  Delivery Point'

NSP will port the Cust s gas lies to 's facility, located at
under this Agreement at the following rate

(b) NSPTI ion Service

(R ——— (7 maimum Cusiomer Charge is $267.00 per month]
Transportation local delivery volume charge will not exceed $0.213 per MMBtu
transported and not be less than $0.044 per MMBtu transported. (bs)
L
(c)  Annual Minimum Local Delivery Charge

Customer agrees to an Annual Minimum Local Delivery Charge of _
as determined by the Company

@m will also apply as determined by meim’upinb__ (o)

m Contract Quantity

Customer nominates a maximum daily Contract Quantity of MMBtu

NSP is not obligated to provide firm transportation service in excess of

s'Contract Quantity unless NSP agrees to amend this Agreement in
writing However, NSP may at its option provide daily overrun transportation
service 10 Customer on an interruptible basis if Customer so requests. The
interruptible overrun local delivery charge per MMBIu shall be the same as the
fim local delivery charge set forth above

* i-u Y § (T

Dec 161957
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Northern States Power Company
Sioux Falls. South Dakota
Gas Transportation Service Tanff SOPUC NO 1

APPENDIX B
DEFINITION:

“Btu" shall mean British Thermal Unit and shall be the quantity of heat required

to raise the temperature of one (1) pound of water one degree Fahrenheit at sixty (60)
degrees Fahrenheit

“Contract Quantity” shall mean the daily quantity of natural gas which NSP is
obligated to deliver on a firm basis to Customer pursuant to this Agreement

() [ Corirad Year" shall mean the twelve month calendar period set forth in)
Appendix A

"Customer” shall mean Hutchinson Technology Inc. For purposes of this
Agreement, the term Customer also includes Customer’s Agent.

('!O; MWSWMM(#W)WMyuMy&SWNDy

C 13) it to perform day-lo-day supply and/or delivery
functions for Cust Subject to NSP’s approval, Customer may
dnnge such designation from time 1o time upon written notice to NSP

“Delivery Point” shall mean the outlet side of the NSP meter localed on NSP's
natural gas distribution system at Customer’s Plant service locations

“FERC" means the Federal Energy Regulatory Commission or successor
agency

“Firm Transportation™ shall mean transportation service which is not subject to
interruption except for emergencies or for failure of Customer to deliver gas to NSP at
the Receipt Point for transportation to Customer

“Gas" shall mean natural gas, manufactured gas, or other forms of gaseous
energy which conform to the quality specifications in Transporter's Tanff

“Gas Day" shall mean the 24 hour period determined in accordance with
Transporter's Tariff

“Interruptible Transportation” shall mean transportation service which is subject
to interruption at Company’s option

“MMBtu" shall mean one million (1,000,000) BTUs One MMBIu 1s equal to one
(1) "Dekatherm” or ten (10) “Therms *
Vi) — -
( [ “Receipt Pont” shall mean the inlet point of the NSP > 9as distr dwu-bul-on sysl

Lume(e NSP takes reo.‘gL_gas from Transporter | 2y
A T v

Date Fred Dec 161997 Issued by Michael 5 Hanson
SO oot i

ot v dn § st v s
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Exhibit__(RLK-1)
Schedule 3

Staff levelized revenue requirement
. Annual throughput
. NSP-Gas transportation rate
. Angus Anson Pipeline rate

Total maximum transportation rate

Sources

Line 1: Staff Exhibit__ (GAR-1)

Line 2: Winter's Schedule 2 (306 times 1571)
Line 3: Line | divided by line 2

Line 4: Winter's Schedule 2
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James A. Smith NSP-SD Gas Operations
Rebuttal Testimony Docket No. NG97-021
Cost Support and Rates

Cost Support, Maximum Rates, and Proposed Rates

Please state your name, business address, and position with Northern States
Power Company

My name is James A. Smith. | am employed by Northern States Power
Company (“NSP” or “the Company™), 414 Nicollet Mall, Minneapolis,

Minnesota, 55401, as a Senior Regulatory C I in the Regulatory

8

Services department.

What are your current responsibilities?

I prepare various financial and operational analyses, jurisdictional cost of

1

service studies and revenue requi inati This involves the

coordination and lidation of ing revenue, exp and capital

data from dep hroughout the Company, and

BY

and allocation of the appropriate amounts to utility and regulatory

jurisdictions. My internal NSP clients include NSP's Gas Utility operation,

which has historically provided retail gas service in North Dakota and

Minnesota; and Viking Gas Transmission Company, a wholly-owned
gas pipeli bsidiary of NSP.

What is your educational and professional background?

Schedule 1 a lete resume of my educational and professional

background.




James A. Smith NSP-SD Gas Operations
Rebuttal Testimony Docket No. NG97-021
Cost Support and Rates

Have you previously testified before this Commission?

No | have not.

What is the purpose of your testimony in this proceeding?

The purpose of my testimony is to supplement the direct testimony filed by
John Winter in this proceeding and provide updated cost of service
information for the NSP-South Dakota Region (NSP-SD) intrastate natural
gas distribution pipeline which serves the Sioux Empire Development Park
5 in Sioux Falls, South Dakota. I will also provide updated cost of service
information which supports the maximum rates (for transportation service

and the customer charge) proposed by Mr. Winter

Please describe the effect of the updated cost of service data on the

develop of portation service rates and the monthly customer
charge.

The maximum rate per MCF for transportation service on the 4.5 inch NSP-
SD lateral pipeline is $0.194 per MCF. The proposed maximum customer

charge is $290 per month. The updated i pipeline rate is d P

Qehedul

on 2 of my exhibi Schedules 3 through 6 support those

calculations. The schedules are similar to those provided by Mr. Winter in

his direct testimony: where much of the data is the same or has been updated

or corrected as | will describe further. | adopt Mr. Winter’s direct testimony

and will act as the Company’s cost of service witness for the hearings.

2




James A. Smith NSP-SD Gas Operations
Rebuttal Testimony Docket No. NG97-021
Cost Support and Rates

Please describe the adjustments you made to the original cost of service filed
by Mr. Winter.

The cost of service was updated for the actual constructed cost of the 4.5
inch lateral pipeline and the cost of the initial HTI meter set, as recorded on
the books and records of the Company. Also, virtually all of the adjustments
or corrections SDPUC Staff identified in its direct testimony were
incorporated into my updated cost of service. | believe the only difference

between Staff"s proposal and my cost of service version is the selection of

the di rate used to develop the levelized annual revenue requirement
factor. Staff used the overall weighted cost of capital as the discount rate
whereas | used a discount rate that was a “net of tax™ rate based on the

overall cost of capital. | discuss this issue further below.

What was the total cost of the pipeline project that you incorporated into
your cost of service?

The total cost of the pipeline project was $454,853. A copy of the cover
page to NSP-SD’s response to SDPUC Staff data request No. 4 - 4 is shown

as Schedule 8 in exhibi ying my testimony. The cost of the

initial meter set ($8,521) was incorporated into the calculation of the

customer charge for Hutchinson Technology, Inc. (HTI), NSP-SD's first gas

customer.




James A. Smith NSP-SD Gas Operations
Rebuttal Testimony Docket No. NG97-021
Cost Support and Rates

Please identify the SDPUC Staff adjustments and corrections that you
incorporated into your cost of service.

With regard to pipeline operation and maintenance (O & M) expenses, Mr.

Knadle r ded specific 10 line items for the replacement
of ACA supplemental service with Northwestern Public Service standby
service, lower Office of Pipeline Safety Assessments and regulatory fees.
These adjustments reduce the Company’s original filed O & M expense base
amount by $1.690 to an amount of $18,164. I have incorporated those

changes into my cost of service model and on Schedule 5 of my exhibit.

What other SDPUC Staff adjustments and corrections have you incorporated
into your cost of service model?
Other adjustments or corrections were identified in Mr. Rislov's testimony

and relate to property taxes, depreciation and income taxes.

Property taxes: In my cost of service model I have incorporated a property

tax ¢ based on a

of eighty five percent of original cost. |

have adjusted the base period effective tax rate to 2.341%. I have changed
the escalation of property taxes to a rate of 3% from the former rate of 3.5

Y.

Depreciation: Depreciation rates certified by the Minnesota Public Utilities

Commission are also applied to capital asset accounting procedures in the




James A. Smith NSP-SD Gas Operations
Rebuttal Testimony Docket No. NG97-021
Cost Support and Rates

North and South Dakota jurisdictions. The rates last certified in Docket No.
E.G002/D-97-1307 (order dated December 1997) for steel transmission and
distribution mains provide an average service life of 45 years and negative
salvage of -30 %. | have incorporated this rate into my cost of service
model.

Income taxes: As Mr. Rislov points out in his testimony, NSP-SD’s original
cost of service model failed to consider the “tax on tax™ effect when

calculating pro forma income taxes on the equity return. | have corrected

the model to calculate income taxes at a factor of 53.846% applied to the

equity return.

Please explain the “net of tax™ discount rate used to calculate the net present
value of the annual revenue requirements of the project’s service life.

The “net of tax™ rate of return calculation is shown on Schedule 6, Column
E. The “net of tax” calculation is based on the weighted cost of capital
which is also shown on Schedule 6 at Column D. Staff is not taking issue
with NSP-SD’s proposed 8.7314% overall retun on investment and
requested 11.25% return on common stock equity.

The “net of tax™ return is used for evaluating investment alternatives and is
considered the after tax cost of invested capital. The after-tax cost of an

equity investment in plant and facilities is the weighted cost of equity
5




James A. Smith NSP-SD Gas Operations
Rebuttal Testimony Docket No. NG97-021
Cost Support and Rates

capital. The financed or debt portion of a plant investment has a financial
benefit because of the tax deductibility of interest for calculating the income
tax liability. The after-tax cost of the debt portion of invested debt capital is
determined by multiplying the weighted cost of debt by one minus the tax
rate (35% being the tax rate in this case). The “net of tax™ rate of return
used as the discount rate to calculate the net present value of annual revenue

requirements was 7.5744%.

Should any additional changes be made to the way the proposed monthly
customer charge was calculated?

No. I have updated the capital costs for the initial installation of the HTI
meter set. An additional meter will be installed at HTI in 1999. These costs
can be updated in the report to the Commission recommended by Mr.
Rislov. An analysis of the cost of meter reading and billing and account
expense can also be provided when actual operating history becomes
available. For now, the projected $60 per month cost to cover meter

reading, billing and ¢ ing is a bl jecti The

] Proj

meter reading costs will involve labor and related costs, vehicle costs for

travel to the site to obtain readings and costs associated with billing,

collection and customer accounting matters.
Is NSP-SD willing to review the cost of service in 2000, based on 1999's

operating results?




James A. Smith NSP-SD Gas Operations
Rebuttal Testimony Docket No. NG97-021
Cost Support and Rates

Yes, we can acc date Staf"s r dation since 1999 will be NSP-

SD’s first full year of operating experience for the intrastate pipeline

facilities. However, NSP-SD would suggest the report be filed on May 1,

2000, because May st is the date NSP typically files its jurisdictional gas

and electric reports in its other jurisdictions (North Dakota and Minnesota)

A

for the prior actual calendar year. Juri | cost may affect

¥

the cost of service review for the i

pip rates in question in the
instant proceeding, and a May Ist filing date would thus be both

administratively convenient and provide a more accurate report.

Does that conclude your testimony?

Yes
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AFFIDAVIT

STATE OF MINNESOTA )

COUNTY OF HENNEPIN )

Affiant.having been first sworn, on oath deposes and says

That he has read the foregoing testimony and if asked the questions therein his
answers in response would be as shown,

That the facts contained in said answers are true to the best of his knowledge
and belief

James A Smith

SUBSCRIBED AND SWORN to me before me this << 4_day of December, 19986

) yi oy
A
Mn fJ;.rf,,.

Notary Public
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Northern States Power Company (Minnesota) Docket No. NG97-021
NSP-SD Gas Operations Schedule 1

James A Smith
Seniot Regulatory Consultant - Regulatory Services
414 Nicollet Mall, Minneapolis, Minnesota 55401

CURRENT RESPONSIBILITTES (Northern States Power Company)

(March 1991 - Present)

Within the scope of this position, jurisdictional cost of service studies and revenue requircment
detern inations are prepared for the Company Data is gathered from various depariments
throughout the Compary related to revenues, expenses and plant investment.  Appropriate
assignments and allocations are made of amounts to utility and jurisdiction. Internal clients are
Northern States Power Company - Gas Utility and Viking Gas Transmission Company

PREVIOUS EMPLOYMENT

London Diagnostics, Inc . Controller 1990-1991
JAS & Associates, Comract Consulting

Secvices to Natural Gas Utilities 1989-1990
Midwest Energy Company. Director. Rates 1981-1989
Assistant Director, Rates 1977-1981
Ratc Analyst 1967-1977

EDUCATION
St Thomas Umiversity, Bachelor of Arts Accounting
PREVIOUS TESTIMONY

FERC Cost of Service RP98-290-000
Minnesota Revenue Reguirements GR-97-1606
Minncsota Revenue Requirements GR-92-1186
Towa Revenue Requircments RPU-85-19
Florida Capital Structure 840268
Minnesota Capita! Structure GR-83-333
Minnesola Capital Structure GR-81-780
Towa Capital Structure RPU-82-47
Minnesota Revenue Requirements GR-80-472
lowa Revenue Requirements RPU-77-15/78-29
Towa Revenue Requircments RPU-76-44
Minnesota Revenue Requirements GR-77-.221
Towa Revenue Requirements RPU-502
Towa Revenue Requircments RPU-367
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Northern States Power Company - South Dakots

‘Mavimum and Proposed Large Volume Transportation
Customer Charge

The natural grs maximum transportation raec developed below pertaing 1o NSP's newly instaliod 4.57 lateral pipeline extonding
from the Angus Anson Supply Tine 10 the Sioux Lmpire Development Park $, which will serve HTT. The proposed maximum
rate in Column 1 of S0 239 per Mcf includcs $0.043 per Mcl for use of the Angus Anson Jme (Line 4). That rte

s 8 pass-through 10 HTL NSP.SD is not seeking approval of the Angus Anson portion of the rate. For information,
Schedule 7 of Exhibit 4 shows & caloulation supporting the $0 045 por Mcf charge for use of the Angus Anson linc.

Monimom
..
™)
45TNSP-SD Laters! Pipsline Rate
(1) Annuatized Revonoe Requiremcnty
(2) Pipeline MCT Capacity per Hour
(3) Hours Per Year @ Capacicy

(6) Angus Amson Pipeline Ran
($) Tots! Transportarion Raw:

Castamer Chorpe
(6) Invesiment in Maicring &t HTL
(7) Annuslized ¥ ixed Chare Rate less OAM
(8) Annualized Metcring Revenue Roquirments
(9) Annual Mot Reading and Bilking Costs
(10) Tous! Customer Cowts Supponiing Customer Chargs

Sowrcis snd Nove
Lin | Revewws Requircmonts pov Schadalc 3, Page 2 of )
Line 2 0% of Pipchme capacity of 340 Me(le
Time 3, Col A Hours per Year cquivaknt for HT1 @ capacity
Line 3, Col B Tine 1{Line 2 times Lime 3), Col A
Tunc &, Cobuma I Negousted rac for Angus C Anson pipcline. See tent for Aarthcr discuswion
Line 3, Colomn I\, Total -
Line 6 Moter mvestment 2t HT] per Schadele §
Line 7 Fined charge rate from Schodvlc 3, Page 2 of 3, kess ORM component
Linc & Ling 6 bmes Lime 7.
Line ® Mcior rv sbng. billing. and scrvice coss (ORM) o $60 pov month.
Line 10 Votu custnmer cons in Col A Monthly maximam cestrener charge in Col. B.

12231998 945 AM
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VIKING GAS TRANS CO

Northern Ststre Fower Compuny  Sowth Dokote

Gt Operstons
Statement M - Cost of Service
457 NSPSD 1 ater

FAX NO. 612 229 2434
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Northern States Power Company - South Dekota
Gos Operations Pagedofd
Levelized Annusl Revenoe Requirement

Sources and Notes - Statement M

Schaduie |, Page | of )

Lines 81 -CS4 1996 Actust NSP Copital Sirwcrae Sex Schedule 6 of this cxhibrt The componcnts of the overall rerarm of §.7314%
. vt 10 s e sl cos of Faancag the peojeet The net of tax retwrn 1s used 10 discoumt
B 15 year amowns 10 the present value The Return on Common Equity bascd on most recent muthoned i
Deocher 11 92016

Lime 1, Cobumn 7 Tume Perind for present value calevianon

Tine | Colma s Your in servier Prosent value ot We cycic boginmg in 1995

Line 1. Column € Pipcline mvestment

Lines 1 - 46, Columa . Net fon for each ycar

Line 1, Colemn B Ome-half of cnd of Birst year

Tine 1. Cohum T Income trncs on the equity revarn deicrmined in Col. £ “Orow up” tax (acier is Ssts

Linc 1, Column G One-half of ond of year investment applhed 1 the weightod debt cout

1 1 Colama H Book depreciaton based on 45 yeur hook lifc and 30% negatn ¢ salvage value (1 599%)

Linc 1, Columa 1 See Sehodulc 3. Amount reflects two months of capense in 1997

Vine ), Column | Property Tax estimate bascd om SialT wiveess Ristow principles, page 3, esculatcd smnwally 3.5 perecat

Lincs 1 - 46, Column K- Sam of Colvmms T - 11 for comcaponding lines

Lancs | - 46, Column | Prosont Vihue of Columen K @ Nt of Tax Con of Capital.

Lanes 2+ 46, Column E. Average net invesment mpplied s,

Lines 2 - 46, Columa F Income tanes on the equily retum delermincd in Col. . “Grows up” tax facsor is 3384619

11nes2+ 46 Columa G Average nct investment appised 10 the weightod debd cont

Lincs 2+ 46, Columa 11 ook you book i 30% salvage value (2 09%)
Lincs 2+ 46 Columa | Opcrating expemees per Schoduk: $, coculsted o rate Sescrmined on Schodule
Lines 2 46, Cobuma | Estimuted property tanes based 00 principles, page 5, 3.3 perecnt

Linc 47 Cheek touls

Schedele ), Pags 2 o0
Linc RR1: The of the
Tome BRI I percent of ongmal mvestment ot for the leveluad revenuc requircments showa o RR 1
Lines | - 86 Columns A - G The nom sl amous.

o
e from Schodute 3, Page 2 0f 3, Columm I )
Tt |« 88, Column B wp—u*dﬂmw Masches Colwmn | 00 Schedule 3, Page 1 of 3

Line 47, Cobmns A -G Total of arrive
the wmounts shawn oa Line RR1
Cotamns Hand | Summany of Leveliaod Annusl Revenue Requirements Column H describes each componom. Colama | shows
he LARK rase by The LARR rate dnc 5, Coloma | 15 appiied 10 the

orgina co of ha pipalios thown on L 8. Colum |10 wrve o the levelied sl cvemas oquiecmcnts
shown o Line 10, Column G. This smovt
10 scrve HTT (45" btera).

122519M 945 AM
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Northers States Power Company - South Dakota
Gas Operations
Plant Investment - 45" Lateral HTI Line

Pipeliee Costa, As Classified
)

Major Source Codcs - Alpha Summary
General, including transportation
Overhead

Labo

Material

Interest

Total Pipeline Project Costs

Cusiomer meter at HT1 $8,521

Additional meter at HT in 1999 10,500

Total Meter Costs at HT1 $19,021
—_—

Sowrccs and Notes
Lines 1 -5 Actual pipeline ongmnal cost ivestment. SDPUC SWif Data Request No. 4 - 4
Tinc 6 Total sctual pipeling onginal cont iavestment
Lises 7- B Metcr Cots Phase | and 11
Tine9 Total Meter Costs. Used for Customcr Charge.

1A 45 AM
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Northera States Power Company - South Dakota
Gas Operations
Operating Expeases (O&M)
Statement H (Revised) 1 Year
Escalated
AN of the D&M ou this Schedule pertaias to the NSP-SD 45" Amount __Amount
Latersi pipeline that fwi serve HTL. A) ©)

(1) NSP - Operating and Maintcnance $8,154 X $8,399
Traiming. readings. pairoliing of line by Angus Anson Piant personact

(2) NWPS contract service $2,130 3 $2,194
Suppet and emcrgency services by NWPS

(3) Scrvices - NSP-SD $7,200 $2.416
Mansgement and support

(4) Insurance $100 X $100
Lstimated Anmual Foe

(5) OPS Assessment $330 $330
Estimate of (Wiice of Pipcline Safety Ascasmenis

(6) Regulatory Fees $250
Gross Receipts Tax Fatimae

(7 Towal

Sources and Notes:
Line |, Cobuma A: Direct costs of pipeline operations per NSP-SD Gas Operations budget. Consists of 12 hours
per month 1 loaded labor of $37.56hour and $20hour for vehicle usage.
Line 2, Columa A: service from Ne Public Sarvice Company, $2.100 anaually
Onc call por month @ $30 per cail
Lime 3, Cobuma A: Services reeived from NSP-Sowsh Dakota persoanel. Ten hourwmonih @ $60Mour
Line 4, Column A: Insurance costs @ $0.03/5100 of investmcnt per NSP's Risk Mgmt. Dept.
Line $, Columa A: Office of Pipcline Safety assestment us adjvsted by SUPUC Steff
Line ¢, Coloma A: Annual regulaiory fees based on Gross Recsipts Tax. Calculation basod on
SDPUC Staff adjustment
Colums B al . 1 nce inflaon
Coboma C: Onc-ycur escalations of amounts in Columa A.
Lise 7: Columas A 3nd C we summarizcl and used 10 derive the overall escalator in Column B.

12201998 943 AM
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Northern States Power Company - South Dakota
Gas Operations

Cost of Capital - Statement G

1996 Historical Year

Capinalization Weighted Netof Tax
Amounts Ratio Rate Costs Return
B B RAEe T | J
A)

(1) Long Term Debt $1,497,30) 40.9736% 7.0953% 2.9072% 1.8897%
(2) Short Term Debt 264,064 7.2261% 5.5173% 0.3987% 0.2591%
(3) Preferred Stock 240,469 6.5804% 5.1408% 0.3383% 0.3383%
(4) Common Equity 1,652,477 452199% 11.2500% 5.0872% 5.08712%
(3) Total Capitalization I e

(6) Required Rate of Retura 8.7314%
—

(7) Netof Tax Return

Sources and Notes.

1996 actual capitalization and costs for NSI-Minacsola Companry

Column A: per NSP books and reconds

Columa I¥: Column A amounts for I.incs 1 - 4 compared 1o the total shown ia Columa A, Line 5.

Colurmn €. per NSP books ad records

Cohuna D: Product of Columa R times Columa C. g are used
00 3 year-by-yew basis

Columa - Net of tax ratcs  Long and short tenm dedt returns sbsent e tax cffoct dwe 1o their deductibility on NSI™s
foderal mcome tax return. Tax rate @ 35%. Rates in Lines | and 2 consist of the raes in Columa D multiplicd
tmes | minus the rax ratc, or 0.65. The net of tax ratc if nscd 10 discount the 45 ycar anmus! amousts 1o the
prosent valec
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Northern States Power Compaany - South Dakota Schedule 7

Gas Operations

Cost Support for Transfer Price Between South Dakota Gas Operations &

NSP Generation for Use of the Angus Anson Supply Line
The caleulations below are for illustrative purposes 1o support the amount per Mcf 10 be tramsferred
berween NSP-SD Gas Operations and NSP-Geseration for NSP-SD's use of the Angus Anson supply pipeline
A ratc of $0.045 per Mcf will be passed on by NSP-SD to I1TI as part of their tota! distribution rate.
NSP-SD docs not seek SDPUC jurisdiction over that line, not approval of the ncgotisted rate. This Schedule
15 included as 17formation oaly

127 NSP-Generation Lise (Angws Anson Supply) _ Amowsts
w

(1) levesment $3,139426
(2) Ammualiccd Fixod Charge Rate 2051%
(1) Anmualized Revenuc Requirements $643,496
{4) Ppelme MCF Capacity per Hour 4,900
(5) Hoors Per Year (@ Capacity 3200

Sourccs and Notes
NSP Gaoneranon recorded investment in Angus Anson pepeline
Tned charge rate developed for NSP line. Used as a proxy for 2 specific Angus Anson pipeling rate
Linc & tincs Line 5.
Capacity of Angus Aason 12" linc
Houn per Year equivaiont o capacity. Amouni is twice the NSP-SD HTI lnicral bascd on significamly greatcr
wtilization of ibe larger “wansmission” pipcline vs. 3 smaller distribution pipefinc. This relationship
11 typical within ihe industry
Col I Linc MLinc & times Linc 5)

12711998 945 AM
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NSP-SD Gas Operations
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Docket NG97-021

Fourth Set - SDPUC Staff Data Requests
Response to: No. 4

Ovtstion:

NSP witness Winter's Schedule 4 lists project costs and meter costs  NSP's response to DR-1,
question 18, provided an incomplete list of invoices and other support for those costs. Updatc the
response to DR-1. question 18, and provide support for all rate based amounts, including
easements

Respanse:

Attached is a detailed listing of capitalized amounts for the steel and plastic portions of the
pipehne  Invoice backup is not readily available in the form requested. However, the

detail, extracted from NSP's capital asset books and records, supports NSP's recorded amounts
for this project, and summarizes to $454,853 12

Unlike the somewhat similar AMPIP project, it is difficult to reconstruct the recorded amounts
with specfic invoices. In contrast, the pipeline project is much more like an NSP distribution
project which includes NSP labor, warehoused material, and supplies and services purchased
undcr various purchase orders In this way, reviewing and substantiating the amounts is similar to
that used oy the Staff in reviewing electric rate base amounts within previous cases.

Response By John Winter
Tithe: Sr Regulatory Consultant
Company: NSP
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Please state your name, position and business address with Northern States
Power Company (“NSP™ or the Company™).
My name is Jamie Seitz. | am the Manager of Gas Rates and Planning. My

business address is 825 Rice Street, St. Paul, Minnesota 55117.

What are your current responsibilities?

I am responsible for the 2 of the Company’s gas rate design
activities in the Minnesota, North Dakota and Arizona jurisdictions. In

addition to having supervisory responsibilities for the Gas Rates area, I am

ponsible for the develop of class cost of service studies, special rate

et qi

studies, the administration and p of purc gas

P

(*PGA™) filings, and the overall design of gas rate tariffs for the Company.

What is your educational and professional background?

Schedule 1 isa y of my educational and profe | background.

What is the purpose of your testimony?




Jamie C. Seitz Docket No. NG97-021
Tariff Terms and Conditions - Rebuttal Exhibit JCS - 1)

Mr. Robert L. Knadle of the South Dakota Public Utilities Commission Staff’
(“Staff™) filed testimony recommending various corrections or changes to
the proposed gas Transportation Service Tariff (“Tariff") and the
Transportation Service Agreement (“TSA™) filed by NSP-SD. 1 will

respond to this aspect of Mr. Knadle's testi y, and one

by Mr. Rislov of Staff. Mr. Jim Smith will respond on various cost
adjustments proposed by Mr. Knadle. 1 will also file testimony regarding
additional tariff changes now proposed by NSP-SD.

Please describe the purpose of the Tariff.
When NSP-SD originally filed its application in December of 1997, NSP-

SD only specifically d serving the Hutchi Technology., Inc.
(“HTT") plant in a newly annexed area of Sioux Falls. However, the
proposal was filed as a “generally available™ tariff so NSP-SD could also
serve other customers, as we do under our South Dakota Electric Rate Book.
Since the Commission accepted the Tariff, NSP-SD has in fact begun
serving two other customers (the Minnchaha County Highway Department
and the Jans Corporation). NSP-SD is now negotiating with the City of

Sioux Falls to finalize a gas franchise. So NSP-SD is progressing toward

growth in its natural gas operations in South Dakota, and is providing a

competitive energy alternative for customers like HTI.
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Please respond to the Tariff revisions proposed by Mr. Knadle.
Many of the suggestions are minor corrections, which NSP-SD accepts. The
revised Tariff supported by NSP-SD is included as Schedule 2 to my rebuttal

testimony

However. there are a few more substantive recommendations where

NSP-SD would like to respond.

In Section 1.6, Staff seeks clarification on the use of the phrase “pro
rata share” of Lost and Unaccounted For (“LAUF™) gas. LAUF is
the difference between the amount of gas received into the

distribution system and the amount of gas delivered 1o its customers.

For example, assume a transporter received 20,100 Dth during
one month for two customers. Metered deliveries to Customer #1
were 19,000 Dth, and metered deliveries to Customer #2 were 1,000
Drth, the LAUF was (20,100 - 20,000) or 100 Dth. The pro rata shares
would be 95 Dth and 5 Dih, respectively. This allows the transporter
full cost recovery from the customer. The tariff has been revised 10
explain that the customer’s share of LAUF is calculated as a
P tage of the *s th hput on NSP-SD’s system.
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In Section 3.6, Mr. Knadle suggests NSP-SD add language to clarify
whether the transporter or the customer is responsible for telemetering

costs. Language has been included to indicate the customer is

resp ble for the

included in Section 7.0 of the TSA.

ing exp Similar changes are

Mr. Knadle questions a phrase in Section 6.4 regarding disposition of
excess gas. This provision was copied from a tariff of our affiliated

interstate pipeline (Viking Gas), and basically refers to wholesale

sales occurring before the NSP-SD receipt point, so this paragraph

can be removed.

Mr. Knadle proposes extensive changes to Section 8.2, 8.4 and 8.5
regarding billing. NSP-SD beli we have add d his

by revising these sections to be more consistent with the South

Dakota Electric Rate Book.

NSP-SD has included the interruption of the Angus Anson line to the
emergency conditions granting the use of fuel other than natural gas
in response to Mr. Knadle’s question regarding the character of

service conditions.

With regards 10 Mr. Knadle’s request for clarification on Daily
Nomination and Bal g proced NSP-SD will revise these
4
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sections of the TSA to be consistent with Article V, Paragraph 5.1 of
the Transportation Tariff. When the tariff was originally filed,
Northern's tariff was at (+/-) five percent. However, Northern's
standards do change from time to time (i.e. the percent changed to 3%
on 11/1/98 as part of their rate case) and the requirements for
transportation customers should always be consistent with the rules

that the system is operating under.

Mr. Knadle questions a sentence in Section 1 of the Firm
Transportation Service rate schedule, which limits service to retail
customers. The purpose of this provision is to recognize the nature of

the facilities installed by NSP-SD, and to make the Company’s South

Dakota Gas Tariff consistent with its Minnesota and North Dakota gas

rate books, which both contain a similar provision. See Schedule 3.

Basically, NSP-SD wants to contract with end-users such as

HTI, and does not want to be obligated to provide tation for

B P

resale. If the Commission were to order gas service restructuring, so a
supplier like Enron could contract directly with NSP-SD for
transportation service, NSP-SD would remove this provision at that

time.
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Mr. Knadle suggests that NSP-SD update its index of customers. The

revised Tariff does include current s. NSP-SD prop 10

update this page annually.

Mr. Knadle requests additional support for the term *“gross”
negligence in Section 1.2 of the TSA. Gross Negligence is defined as
the intentional failure to perform a manifest duty in reckless disregard
of the consequences as affecting the life, health or property of
another. SDCL 36-4B-1 (13); Black’s Law Dictionary. NSP-SD

will maintain the refe to “gross™ neglig in this section as it is

standard legal contract terminology.
In paragraph 2.0 of the TSA, Mr. Knadle proposes NSP-SD file a
tariff to provide back-up service. NSP-SD agrees to do so if

customers request this service.

In paragraph 2.9, Mr. Knadle req a sample calculation of the

monthly cashout mechanism. Schedule 4 provides such a calculation.
This example also defines the monthly imbalance percentages as the

usage p: to the vol inated.  This is

with most pipeline tariff |

In paragraph 2.9 of the TSA, the reference to the Angus C. Anson

pipeline surcharge has been climinated because this charge is
6
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recovered in the transportation commodity rate and thus should not be

recovered as a fuel cost.

Mr. Knadle asks for clarification on the use of the phrase “fixed rate™
in Section 3.2 of the TSA. There is no fixed rate in the Tariff, only a
range between a minimum rate and a maximum rate. However, there
would be a defined rate in each TSA with a customer. NSP-SD has

removed the phrase “fixed rate” from Section 3.2 of the TSA.

Mr. Knadle asks that NSP-SD revise the Tariff to delete references to
requirements “as provided in Northern's tariff.” NSP-SD opposes
this requirement. Northern's tariff is several hundred pages, and tariff’
terms and conditions can change almost monthly. In addition,
operational provisions can change whenever the Gas Industry

Standards Board (“GISB") amends its standards.

NSP-SD’s pipeline operations must comply with any changes
on Northern’s tariff, and NSP-SD’s tariff administration would be
extremely burdensome under Mr. Knadle's proposal. If a customer
wants to view Northern's tariff, it is available on the Internet at

www.ets.enron.com\nngtariffiet_tf voll frame.html, or NSP-SD

could provide a copy of Northern's changes upon customer’s request.
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15.  Mr. Knadle also requests clarification of the System Exit Charges in
Appendix A to the TSA. As noted by Mr. Rislov, NSP-SD calculated
the rates for the pipeline using a LARR approach, with a 45 year
service life. However, the service contract with HTI is for a much
shorter term. If the HTI plant were to close for some unanticipated
reason, NSP-SD could be left with unrecovered costs. This provision
would basically require a customer to pay NSP for its share of the

unrecovered net investment of the line if the customer discontinued

gas service and NSP-SD did not have an altenative market for this

facility.

The Contract Year has been changed to Contract Period in Appendix
A. Appendix B and in the General Terms and Conditions of the Tariff
since contracts can be for a period longer than any twelve month
period as originally stated. This should address Mr. Knadle's concern

about contract term consistency

The definition of Receipt Point is accurate since both Angus Anson
and transportation customers receive gas at the same point (the
Harrisburg  TBS) The transportation customers then provide

compensation for the use of the Angus Anson line,

Mr. Knadle is correct in stating that the transportation rates NSP-SD
established were based on a specific customer (“HTI"), but it is the
8
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intent of NSP-SD to use this established range of rates when offering
service to similarly sized customers. As discussed later, NSP-SD is

proposing a similar rate structure for smaller transportation customers.

Do you have any other changes based on Mr. Knadle's testimony?

Yes. Mr. Knadle recommends that the floor of the transportation rate be
raised to minimally recover variable costs for the customer and to provide
for some contribution toward NSP's distribution system fixed costs.
Schedule S has been provided 1o identify the new minimum rate of $0.12 per
Drth 10 recover $0.04 as a contribution 10 the Angus Anson pipeline, $0.06 in
mncremental O&M costs and $0.02 as a contribution to system fixed costs.

Mr  Knadle also recommends providing specific language on the
determmnation of the customer charge for prospective customers. NSP-SD
would like 10 establish a $12 Customer Charge for Small Volume Customers
(peak day requirements of less than 500 therms) and a $50 Customer Charge
for Medium Volume Customers (peak day requirements of 500 therms to
1.999 therms) in response to his request. Since customers with similar usage
patterns will have the same metering requirements, it will be more practical

10 establish a customer charge based on typical meter costs for a particular

class of . Schedule 6 ins the calculation of these charges.
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Q.

If these new customer charges are established. what corresponding

transportation charges are you proposing?

NSP-SD is providing gas service to two smaller customers in the adjacent
Industrial Park. Based on the rate methodology and the revised LARR
factor established for HTI, plus the estimated project costs for these two
customers, the maximum rate would be $1.03 per Dth (or $0.103 per therm).
Schedule 7 supports this calculation. Since NSP-SD is not currently serving

any Medium Volume Transportation customers and does not have any

estimated projects costs, we suggest using a market based rate of $0.50 per

Dth for any prospective customers of this size. Schedule 8 compares typical
bills under the confines of the currently established rate and under the new
rate scenarios. The goal is to provide pricing flexibility to smaller

customers.

Mr. Rislov proposes a review of NSP-SD's gas rates in 2000, since there is

little history regarding operation of the pipeline, total ongoing costs and
volumes. Does NSP-SD agree?

NSP-SD would not support a requirement for a general rate case, since the
NSP-SD gas operation is so small, but NSP-SD would be willing to work
informally with the Staff to provide 1998 and 1999 actual data so the Staff
can review the results of ongoing operations. As noted by Mr. Smith, NSP-
SD would propose to provide this information by May 1, 2000, concurrent
with NSP’s gas utility jurisdictional reports to the Minnesota and North

10




Jamie C. Seitz Docket No. NG97-021
Tariff Terms and Conditions ~ Rebuttal Exhibit (JCS - 1)

C N A

Dakota Commissions. We believe this review could provide useful

information.
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Does this conclude your rebuttal testimony?

Yes
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That the facts contained in said answers are true (0 the best of his knowledge
and belief

gom. ( J:%('
Jamie C. Seitz

J.

SUBSCRIBED AND SWORN to me before this 2% day of December, 1998
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Ms. Jamie C. Seiz
Manager — Gas Rates and Planning
825 Rice Street, St. Paul, Minnesota

CURRENT RESPONSIBILITIES (January 1992 - Present)

1 am responsible for the management of the Company’s gas rate design activities in the
Minnesota, North Dakota and Arizona jurisdictions In addition to having supervisory

bilities for the Gas Regulatory Analysis section, | am responsible for the
development of class cost of service studies, special rate studics, the administration and
P of the p d gas (PGA) filings, and the overall design of gas
raic tariffs for the Company.

PREVIOUS EMPLOYMENT (Northem States Power Company)

Manager, Gas Rates and Planning

Principal Rate Analyst, Revenue Requirements
Senior Rate Analyst, Revenue Requirements

Rate Analyst, Revenue Requircments

Load Rescarch Analyst, Load and Market Rescarch

EDUCATION

University of Wisconsin, Bachelor of Science

PREVIOUS TESTIMONY

North Dakota - Gas Rate Design PU-400-95-559
Minnesota - Rate Design and Cost Allocation GO02/GR-92-1186
South Dakota - Electnic Ralc Base EL-90-13

South Dakota - Flectric Rate Base F-3764
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NORTHERN STATES POWER COMPANY - SOUTH DAKOTA
GAS TRANSPORTATION SERVICE TARIFF

ORIGINAL VOLUME NO. 1
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Northern States Power Company
Swoux Falls. South Dakota
Gas Transportation Serwice Tanff SDPUC NO 1

PRELIMINARY STATEMENT

Northern States Power Company - South Dakota (hereafter “NSP-SD" or

“Transporter”) is an electric utility and prospectively a natural gas utility company
planning to engage in the of P g and natural gas in
intrastate commerce to end users in the State of South Dakota. NSP's system consists

| of approximately three four miles of distribution lateral pipeline in Minnehaha County,
South Dakota. NSP-SD will take delivery of natural gas at the compressor station
located on the Angus C. Anson site east of Sioux Falls and deliver it to end-use
customers along or at the terminus of the NSP distribution lateral line in Sioux Falls,
South Dakota.

| Date Filed Dec 16, 1997 Issued by Mechae o HansonKent T Larson
Effective
SDPUC Docket No Chwef Executive & General Manager
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GENERAL TERMS AND CONDITIONS

ARTICLE 1
DEFINITIONS

11  “Btu’ shall mean one British Thermal Unit

12 ‘Contract Demand" shall mean the aggregate of the maximum daily
quantities of gas, expressed in dkt per day, which Transporter is obligated to accept for
transportation for the account of Shipper from the points of receipt as set forth in the
T P 1 Service Ag (‘TSA") T and Shipper

1.3 “Contract YearPeriod" shall mean the tweive month penod commencig
in ix ANovember 1 and terminating on October 31 of each year, until
this Agreement shall havethe TSA has expired or otherwise been terminated in
accordance with its terms

14 “Day” shall mean the period of 24 consecutive hours, starting at 9:00 a.m
Central Clock Time, or such other 24 hour gas day period as established in Northern's
Taniff

15 “Dkt” shall mean the quantity of heat energy which is equivalent to
1,000.000 British Thermal Units (BTU). One “dkt” of gas means the quantity of gas
which contains one dekatherm of heat energy. The total dekatherms are calculated by
multiplying the gas volume in Mcf by its total gross heating value, divided by 1,000

16 “Eguivalent Quantities” shall mean the sum of quantities of gas measured
in dkt d by T and for the of Shipper at the points of
'eeenmanddewe'ydumganygwenpenodoltmereduoedbymesumoismppus
Pro Rata Share of Lost and Unaccounted For Gas, calculated as a percentage of
Shipper's throughput on Transporter's system resulting from the operations of the
System during the same period of time. In the event the ownership of gas lost as a
result of an event of force may can be the g y thereof
shall be charged to the Shipper or Shippers so identified

1.7 “Gas’ shail mean natural gas, unmixed or any mixture of natural and
artificial gas

18 M_MMMMWMBTUsWNMDyM
oflhaunoumofgasmlchwouldoecupy
avohmedone(‘l)ubnclwma P of 60 F on a dry basis
andnaprmweof‘ld73pﬂawmnwofmemlunpermandpvusuraum
gas, when the products of combustion are cooled o the initial temperature of the gas
and air, and when the water formed by has been to the liquid
state

Duh.a Dec 16, 1997 185080 Dy Muchas  raneoaent T Larson
WMNO Chuef Executive & General Manager
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19 “Maximum Daily Quantity” shall mean the maximum quantity expressed in
dkt per day that the Transporter is obligated to receive for the account of Shipper at the
point of receipt, as established in Exhibit A to Shipper's TSA

110 'MdsnaumeamOOOwbmleelofgudelummedmnccmdanoewnh
in Parag 3.1 hereof

1.11 "Month" shall mean the period beginning at 9:00 a.m. Central Clock Time
on the first day of the calendar month and ending at the same hour on the first day of
the next succeeding month

112 “Northern” shall mean Northern Natural Gas Company, its successors and
assigns

1.13 “Northemn's Tariff” shall mean the Northern's FERC Gas Tariff as it may be
in effect from time to time

1.14 “Pro Rata Share” shall mean the ratio that the quantity of gas delivered to
Transporter for the account of Shipper to the total quantity of gas delivered to
T P by all shippers for in the System during any given period of
time.

1.15 *SDPUC" shall mean the South Dakota Public Utilities Commission or any

commission, agency or other state g body ing to the powers of
such commission

1.16 MshallnmmypaﬂywaTSAprm for transportation of
natural gas on T 's System. Forp of Articles V and VI, “Shipper” shall
also mean Shipper's Agent de-qnmdtopnmdodaylo—dcymupmmon
management for Shipper. Shipper may change such designation from time to time
upon written notice to Transporter.

1.17 “System"” shall mean the pipeline and related pipeline facilities at the time
owned by Transporter.

1.18 “TSA" shall mean the Ti Service Ag
Transporter and Shipper in the form set forth in this Tariff

1.19 “Unaccounted For Gas" shall mean the difference between the sum of all
input quantities of gas to the System and the sum of all output of gas from the System,
which difference shall include but shall not be limited to gas used and accounted for in
System meter errors ject to Section 3.8) and gas lost as a result of an
event for force majeure, the ownership of which cannot be reasonably identified

| Date Filed Dec 16, 1997 Issued by: Mehael J-HansonKent T Larson
Effective
SDPUC Docket No Chvef Executive & General Manager
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ARTICLE Il
QUALITY

21 Quality Standards of Gas Received by Transporter. The gas to be
delivered by Transporter shall be of merchantable quality and shall meet the minimum
quality as may be or revised from time to time in Northern's
Tarf

22 Quality Tests At the point of receipt. Transporter may cause tests to be
made, by approved standard methods in general use in the gas industry, to determine
whether the gas conforms to the quality specifications set out in Paragraph 2 1 hereof
Such tests shall be made at such intervals as T P may deem and
at other times, but not more often than once per day, or at the request of Shipper

23 Failure to Conform. If gas delivered by Shipper does not comply with the
quality ify set out in Parags 2.1 hereof, Transporter shall have the nght
in addition to all other remedies available to it by law, to refuse to accept any such gas
Transporter may, at its option and upon notice to Shipper, accept receipt of gas not

with the quality set out in Paragraph 2 1 herein p
Transporter, at the expense of Shipper. may make all changes necessary to bring such
gas into Pl with such ifs

24 Qualty Standards of Gas Transported By Transporter. Transporter shall
use reasonable diigence to deliver gas for Shipper which shall meet the quality
specifications set out in Paragraph 2.1 hereof. but shall only be obligated to deliver gas
of the quality which results from the gling of gas d by Transp from
Shipper and other shippers

Date Fied Dec 16 1967 185080 by Mctami o Hansonkent T_Larson
£ fective.
SDPUC Docket No Chuet Executive & General Manager
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ARTICLE Il
MEASUREMENT

31  Unit of Measurement and Metering Base. The volumetric measurement
base shall be one cubic foot of gas at a messure base of 14.73 pounds per square inch
ata base of 60 deg: F: , and without adjustment for
water vapor content

32 Atmosphere Pressure. Forthe of , the absol
at each g station shall be lhe atmospheric
pressure determined by calculations based on the mual elevation above sea level of
the meter at the place of measurement, and shall be stated in pounds per square inch

33 Temperature If to be y in the sole of
Tramponermewmperatureofmegaunﬂbedetevmmodmudlpmmof
measurement by means of a properly an

.an ,devtoe.ora
,me!erof toTi P

34 Specific Gravity. If to be y in the sole of
Transporter, the specific gravity of the gas shall be determined at each point of receipt
by one of the following methods:

(a) By means of a properly of
acceptable to Transporter

| (b) [f(a) is not considered feasible, then by use of a portable specific gravity to
bal of if . or other device of T
for such or use in with a sampler

and

(c) Other to Transp

35 urement Procedures. Q of gas and del
shall be in with P in ANSI-API
2530, First Edition, AGA Committee Report No. 5, AGA Committee Report No. 7, and
AGA Committee Report No. 8, or revisions or amendments thereto.

36 Measuring Equipment. Unless otherwise agreed, Transporter will provide,
and operate y g and regulating stations equipped with flow
meters and other y 9 by whn:h #e-quantities of gas
from Ti h der shall be Such g and
regulating stations shall be so installed at the receipt point of the System and at other
agreeable points. All flow, measuring, testing, and related equipment shall be of
and type to Transp:

Date Filed Dec 16, 1997 Issued by, Wucha J HanuonKent T_Larson
£

SDPUC Docket No Cruef Executive & General Manager
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Transporter and Shipper shall cause the recording chart on all gas measurement
equipment to be changed. or mechanical or electronic indices read, by either
Transporter or by Shipper's (where on a daily basis If
telemetering 1s not nnslalled Shipper shall change recording charts on Transporter's
Delivery point or o read Ti s meter on a daily basis
at a time specified by Transponev Shipper may install check measuring equipment
provided that such equipment shall be so installed as not to interfere with operation of
Transporter

When T deems it r it shall be on
Shipper's delivery point meter(s), at Cuslomer 's ex] m _Transporter will install and
the Shipper shall provide, install and maintain a
weatherproof phone serv-ce and electrical service outlet with appropriate grounding for
telemetering equipment.  Shipper and Transporter, in the presence of each other, shall
have access to all P atall times, but the reading
calibrating, and adjusting thereol shall be done by the Transporter. unless otherwise
agreed Shipper and Transporter shall have the right to be present at the time of any
g. reading g ging. repairnng, g. testing, . or
d) g done in with all 9 The records ﬁom such

measuring equipment shall remain the property of T Pt care shall
be in the and P of g S0
as to avoid any y in the of the quantity of gas receuved and
delivered

37 Calibration and Test of Meters. The y of all g

shall be verified by the Transporter at reasonable intervals, and if requested, in the
p of rep! tal of Smpper T shall not be required to verify the

y of such equip more fri tly than once in Contract Year. If either party
atany trme desires a special test of any it will p y notify the
other, and the parties shall then cooperate to secure a prompt venﬁcanon ol lhe
accuracy of such equipment Transportation and related expenses incurred by Shipper
or Transporter involved in the testing of meters shall be done borne by the party
incurring such expense

38 Correction of Metering Errors. If, upon any test, any measuring
equipment is found to be in error, such errors shall be treated in the following manner. If
the resultant aggregate error in the sted receipts or dell is not more than
2%, then p receipts orf shall be All t
shall, in any case, be adjusted at the time of test to record to zero error  If. however
the resultant aggregate error in p receipt or 2%ata

9 P g to the ge hourly rate of gas flow for the period since the
last g test, the gs of such eq shall be to
zero error for any period which is known definitely or agreed upon. In case the period is
not known definitely or agreed upon, such correction shall be for a period extending

Date Filed Dec 161997 Issued by Mhaei 4 Hansookent T_Larson
Effectve

SOPUC Docket No Chiet Executive & General Manager
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over one-half of the time elapsed since the date of the last test, not exceeding a
correction period of 180 days

39 Failure of Measuring Equipment. In the event any measuring equipment
is out of service, or is found registering inaccurately and the error is not determinable by
test, or by previous recording, receipts or deliveries through such equipment shail be
estimated

(a) By using the registration of any check meter or meters, if installed and accurately
registering, or in the absence of (a),

(b) By correcting the error if the p ge of error is by ”
special test, or . orf in the of both (a) and (b) then

(c) By estimating the quantity of receipt or delivery based on receipts or deliveries
during preceding periods under similar when the ] was
registering accurately

310 Preservation of Records. Shipper and Transporter shall preserve all test
data, charts, and other similar records for a period of at least one year, or such longer

| period as may be required by the SDPUC or other jurisdictional public authority.

ARTICLE IV
RECEIPT AND DELIVERY POINTS

41 Point of Receipt. The initial point of receipt hereunder shall be the point of
interconnection between the facilities of Transporter and the facilities of Northern States
Power Company - Generation located in Minnehaha County, South Dakota Shipper
shall deliver, or cause to be delivered. gas to Transporter at the point or receipt for

| transportation service, set forth in Exhibit A attached to Shipper's TSA

42 Mmm(-mmmwnummm

and the facilities of Shipper, where
Tnnspmshaldemgas'ovme-woumofsnnper Such point(s) of delivery are
set forth in Exhibit A attached to Shipper's TSA. Unless otherwise agreed, the

| of any point(s) of delivery at the request of Shipper shall be at
the expense of Shipper
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ARTICLE V
SCHEDULES

51 Schedules. Prior to the first day of each month, Shipper shall furnish
Transporter with a g the daily quantities of gas Shipper
desires Transporter to transport durmg such month. Such monthly schedule shall be
provided at least one hour before the for hiy int s
Tariff Thereafter Shipper shall on a daily basis advise Transporter of the volumes
Shipper will deliver during the following day at least one hour prior to the time
Transporter must submit daily r s to 1 pi to N 's Tariff
However, Shipper may establish a standing schedule of daily volumes, notifying
Transporter prior to any day when Shipper's daily deliveries will differ from the standing
schedule by more than the daily delivery (+/-) in 's Tariff

52 Departures from Schedules. Dep: from the d del at
the point of receipt shall be kept to the by op g conditions, and
shall be balanced as soon as practicable Smppel shall use its besl eﬂons to give

Transpcnel notice prior lo proposed change of a daily quantity from that set forth in the

provided for in Paragraph 5.1 hereof Such notice shall be provided at times
consistent with the notice period for intra-day nomination changes set forth in
Northern's Tariff. Transporter may waive such notice upon request if, in its judgment.
operating conditions permit such walver Transpoﬂer and Shlpper shall inform each
other of any other ges of d ly upon k ge thereof.

53 Hourly Varation Deliveries shall be made at uniform hourly rates to the
extent practicable.  Transporter's obligation to deliver shall not exceed 1/16th of
Shipper's Maximum Daily Quantity in any given hour

ARTICLE VI
DAILY AND MONTHLY BALANCING

61 Scheduling and Balancing Tolerances It is recognized that lhe parties will
be unable to control exactly the q of gas d and der on
any day. and that deliveries by Shipper and redeliveries by Transporter may vary above
or below the quantities scheduled on any day. However, nothing in this paraaraph
article shall affect Shipper's obligation to pay for gas actually transported

62 Daily Variance. The daily variance for a receipt point shall be the
ce b the total for receipt and the actual quantity
dehveved into Transporter's System. The daily variance for a delivery point shall be the
the total g scheduled and the actual quantity delivered by
Transporter at such point on any day. Shipper shall take action to correct any daily
variance between scheduled and actual receipts and deliveries occurring during the
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month by making adjustments to schedules, receipts or deliveries. In no event shall the
daily excess or deficiency vanance exceed the allowable daily point of delivery variation
set forth in Northern's Tariff

63 Monthly Imbalances. Shipper's monthly imbalance shall be the net total of
daily variance from all receipts and delivery point(s) Such monthly imbalance shall be
corrected in-kind through adj| to Shipper's receipts or deliveries in
order for Shipper to receive Equivalent Quantities, or by such other method as is then
mutually agreed upon by the parties hereto. The cumulative daily variances during any
month above or below the quantities scheduled shall not exceed the monthly point of
delivery monthiy vanance set forth in Northern's tariff

64 Disposition of Excess Gas In order to alleviate condiions that threaten
the tagity of ids Sysiam Transporter may penodically acquie quantities of gas that
are i excess of System needs  Transporter may make wterruptible sales of such gas
form time 1o ime at the pont of receipt pursuant to 18 CFR 284 402  Such sales shall
be made under iates lerms and condiions mutually agreed upon between Transportes
A the purchaser provided that all such sales shall be fully nteiruptible

ARTICLE VII
PRESSURE

71 Pressure at the Points of Receipt. Shipper shall cause the gas to be
delivered at the points of receipt at a pressure sufficient to allow the gas to enter the
System, however, Shipper shall not be required to deliver gas to the Transporter at any
point of receipt at a pressure in excess of the minimum pressure specified with respect
to each receipt point in Exhibit A of Shipper's TSA

| 7.2 Pressure at Points of Delivery Transporter shall deliver gas to Shipper's
delivery points at the pressure existing in the Transporter's pipeline; however,
Transporter must deliver gas to each point at a pressure not less than the minimum
pressure specified with respect to each delivery point in Exhibit A to Shipper's TSA
Transporter, however, shall not be required or permitted to deliver gas at a pressure in
excess of the maximum pressure specified for each point of delivery set forth in Exhibit
A attached to Shipper's TSA

ARTICLE Vill
BILLING AND PAYMENT

81 Biling Unless otherwise agreed. on or before the 10th day of each
month, Transporter shall render to Shipper a statement of the total amount of gas
delivered by Transporter to Shipper at the point(s) of recespt delivery hereunder during
the preceding month and the amount due. When information necessary for billing
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purposes is in the control of Shipper, Shipper shall furnish such information to
Transporter on or before the 10th day of the month

Shipper and Transporter shall have the right to examine at reasonable times
books, records, and recording charts of the other to the extent necessary to verify the
y of any . charge, or p made under or pursuant to any of
the provisions hereof

82 Payment Unless otherwise agreed, Shipper shall pay Transporter at its
general office or at such other address as Transporter shall designate on or before the
28th day of the month the amount due for the preceding month I presentation of a bl
by Tranporter s delayed after the 20th day of the month then the time of payment
shall be extended accordngly unless shipper 1s responsible for such delaywithin 20
days after the filing transmittal date

83 Remedies for Failure to Pay. Should Shipper fail to pay all or any portion
of any bill as herein provided when such amount is due, interest on the unpaid portion
of the bill shall occur at a rate of one percent (1%) per month. If such failure to pay
continues for 30 days after payment is due, Transporter may, in addition to any other
remedy it may have hereunder, suspend further delivery of gas until such amount is
paid, if authorized pursuant to the rules of the SDPUC

84  Disputed Bills If Shipper in good faith shall dispute the amount of any
such bl of part thereof and shall pay to Transporter such amouts as it concedes 1o be
corect and at any ime thereaftar within 30 days of a demand made by Transpoiter
shak furish a good and sufficent surety bond i an amount and with suiety satisfactory
to Transpt a q pay! toT P of the amount ultimately found
due upon such bills after a final determination which may be reached either by
agreement of judgment of the courts as may be the case then Transporter shall not be
antitled 1o suspend further delivery of gas unless and untl default be made i the
conditions of such bond

845 Adjustment of Billing Errors. In the event of a meter or billing error, as
defined by the Public Utilities Commission, the Company shall recalculate the bills for
semce during the of the r and make adjustments of bills in accordance with

the rules prescribed by the Commission_If a customer has been overcharged as a
result of the error, the recalculated amount will be refunded or, where applicable, a
credit on a bill shall be made. credit o1 a bill shall be made. If a ¢ a customer has been undercharged as a result of the
error, the Company may bill the customer if the amount due exceeds $10.00. The first
billing of the recalculated amount due will be separately billed on a form different from
the normal bill form and include a complete explanation of the billing. #f # shall be fourd
mal at any time of times Shippei has been overcharged or undercharged i any form

under the p hereof and n the case of an oveichaige Shipper
shall have actually paid the bl contaming such overcharge. then within 30 days after
the final of such ge the approphate party shall
pay to the other party the amount of r.md owr'wq'- or undercharge net of any other
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amounts then payable hereunder In the event an arror s discovered n the amouit
biled i any statement rendeied by Transporter such eror shall be adjustad within 36
days of the determination thereof provided that clam therefor shall have been made
within one (1) year from the date of such statement If the parties are unable 10 agree
on the adiustment of any clamed eror any resort by edher of the parties 1o legal
procedure either Dy law. i equity of otharwse shall be commancad within 12 months
after the supposed cause of acton s alleged to have ansen of shall therealier be

| forever barred

ARTICLE IX
CONTROL OF GAS

91 Responsibility for Gas. As between the Shipper and Transporter hereto,
Shipper shall be in control and of the gas until such has been
delivered to Transporter at the point of receipt. and after such gas has been redelivered
to or for the account of Shipper by Transporter at the point(s) of delivery. Transporter
shall be in control and of such gas while same is in the S
between the point ofr receipt and the point(s) of delivery. The party which shall be in

i control and of such gas shall be responsible for all injury or
damage caused thereby

ARTICLE X
FORCE MAJEURE

101 Force Majeure. Neither party shall be responsible or held liable for any

toss or damage resulting from failure to perform its obligations due to any cause beyond

control. p , that such force majeure affecting the
peﬂormlnoe "eveunde' by either Shipper or Transporter shall not relieve such party of
liability in the event of its own concurring negligence or in the event ofr its own failure to
use due diligence to remedy the situation and to remove the cause in an adequate
manner and with all reasonable dispatch; provided further, that no such causes
affecting such performance shall relieve either party from its obligation to make
payments as determined hereunder or entitle either party to exercise any right to offset
against any such payment obligation

102 Definition. The term “force majeure” as used herein shall mean acts of
God, strikes, lockouts, or other acts of a public enemy, wars,

. nots. fires
storms, floods, washouu nrrests and restramts of me govemmenl enher federal or
state, civil or military, civil d shi for purp of y repairs,
relocation, or construction of facilities; or to , or lines of
pipe, the for testing (as required by ot

y by repairs or to y or lines of pipe); mlure of surface
or pip inability of either party hereto to obtain
necessary material supplles or oermns or labor to perform or comply with an
of this A rights of way, and any other causes, whether
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of the kind herein enumerated or otherwise, which are not reasonably in the control of
the party claiming suspension. It is understood and agreed that the settiement of
strikes or lockouts shall be entirely within the discretion of the party having the difficulty
and that the above requirement that any force majeure shall be remedied with all
reasonable dispatch shall not require the of strikes or y

to the demands of an opposing party when such course is inadvisable in the dlscrenon
of the party having the difficulty

ARTICLE XI
INTERRUPTIONS

111 Notice of Interruption. Transporter shall at all times attempt to operate, or
cause to be operated, its System in a manner designed to make possible, as nearly as
practicable, continuous receipt of gas from, and delivery of gas to, Shipper in the
respective quantities provided for in Shipper's TSA. If an interruption or curtailment of
such receipt and/or delivery shall y. T P shall at once attempt

to notify Shipper by facsimile or telephone or other prompl means of communication of
the nature, extent and p of such p or curtail and of the
quantity of gas which Transponer estimates it will be able to receive from and deliver to
Shipper during the period of interruption or curtailment. and shall give like notice of the
cessation of such interruption or curtailment

11.2 Allocation of Reduced Capacity. If the effective capacity of all or a portion
of Transporter's System is reduced as a result of force majeure, repairs, maintenance
or any other cause, whether similar or dissimilar, and some curtailment of the quantity
of gas to be received from shippers under their tation ag is
as a result, the reduoed capacity shall, dunng the period of curtailment, be aliocated

g to their i Daily Q ities, among those
smppers M\ose gas must be d or delf d at or through the
affected facilities

11.3 Scheduling of Receipts and Deliveries. Transporter shall schedule all
quantities tendered under all services peﬂormed by Transporter in sequence as follows
Firstto Ti P 's firm . and second to other Rate Schedules
that may be approved, in the ordev of priority as may be approved by the SDPUC or
other regulatory bodies with jurisdiction

ARTICLE XII
INCORPORATION IN RATE SCHEDULES AND TRANSPORTATION AGREEMENTS

121 These General Terms and Conditions as incorporated in and are part of
Transporter's Rate Schedules and Transportation Service Agreements. In the event of
a conflict between these General Terms and Conditions and terms in Transporter's
Rate Schedules or TSA's, these General Terms and Conditions shall govern
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RATE SCHEDULE - FIRM TRANSPORTATION SERVICE

10 lability. This Rate is for the p of
natural gas on a ﬁrm basis for any end user Shipper where (i) Transporter has
that System exists to prov!demem requested by
Shipper. and (ii) Shipper has aTi Service Ag ("TSA")
ManmponethommpongutorSthmmwtonmdﬁc
P igated to provide service

Gas Supply, Upstream Transportation, New Facilities. Shipper shall be
responeible for arranging for all natural gas supplies and interstate transportation of
shipper's gas on Northern to the point o' receipt. Transporter will arrange for

ion on the NSP- pipeline on behalf of Shipper. Unless
otherwise agreed, Shipper must pay for all facilities required to physically connect to
Transporter's pipeline

30 Mﬂ\el’mmdﬂwtaonwmww
Transporter under this Rate Schedule shall be at the i Sp
System with Northern States Power Company - loelhdin A

. South Dakota Therm(s)ofDelwy-hnﬂbemﬂnm(s)Wm
theEmMAnhc'udloShwor‘sTSA

40 Rates and Charges. The rates for service under this Rate Schedule are
included in the appendix of the Gas Transportation Agreement. However, Transporter
has the right at any time to file with the SDPUC to adjust the rates applicable to service
under this Rate Schedule

50 MMWMWMWW)M
Shipper’s daily scheduled volume shall be the daily s
Tariff. Unless otherwise agreed, mmmmmcaiqunﬂydwwwedby
smmm«mmammaubuMumemmdm

's Tariff level, and Transporter is by
wammmmmtommmmwmmmmuw
an amount equal to any pay Transp is req o make to

6.0

and Conditions, Mnmmwmumommm
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INDEX OF SHIPPERS

Shipper Rate Schedule  Effective Date Expiration Date

Hutchinson Technology. Inc FT 1210197 2/28/2008
Minnehaha County Highway
Department _ e 1 108

__10/1/2003

JansComporation  FT 10/1/98 ~9/30/2003
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NATURAL GAS TRANSPORTATION SERVICE AGREEMENT

This Gas Transp (A ") is made this __ day of
, by and between NORTHERN STATES POWER COMPANY. a Minnesota
oorpom.on(hammﬁavalod‘nsr"or'f‘ y"), and a
called "C r"). Ci will enter into
agreement to purchase natural gas und have that gas delivered to a specified receipt
pointtown border station of ( and Company desire to enter into this |
Agreement to have said gas Sp by“ pany to Ci 's plant facilities

WITNESSETH: The parties hereto, each in of the ag of
the other, agree as follows

10 TERM. This Ag shall on . and
until , and, if not by at least 180 days prior
notice, shall continue further until so terminated

11 CHARACTER OF SERVICE The transportation and delivery of gas
hereunder is on a firm basis. In for NSP's ag! to provide firm
transportation service at the rates set forth in Section 3.2, Customer agrees 1o utilize
MmgnmmpmodbyNSPhdMnmmwmdmm
equipment for the term of this Ag may use a fuel other
Mmmmmwd(n)omwammcmunonmm
NSP distribution MMTWMM as |

ded in this Ag Sp 's Tariff, or (ii) a failure of Customer's gas
swplynoaﬁnodm&dmzoiotmwnboyondmuomroldcwm

12 CONTINUITY OF SERVICE Ncmoﬂvﬂm'om
continuous service but does not g L supply of
gas mwmwmwmmmmammmmm
interruption or disturbance of service for any cause other than the gross negligence of
the Company. The Company shall not be liable for any loss of profits or other
g from the use of service or any interruption or

pipeline receipt
__Minnehaha County, SD ncmmaCMswmmam
gas to Company at the designated town border stationreceipt point. Customer shall

Company may at its option, agree to provide backup
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21 REQUIREMENTS AND DELIVERIES, POINT OF DELIVERY Company
agrees 1o accept delivery of Customer's gas at the inlet of Company's distribution
system in ___Minnehaha County, SO and_on a firm basis, transport and deliver said
gas to Customer’s point(s) of delivery in volumes up to MMBTU per day. or such
other as s mutually agreed C pomlLs) of delivery shall be the outlet

of the meter instaliation(s) a|

22 DAILY NOMINATIONS Customer or Customer's Agent shall on a daily
basis advise Company's gas dispatcher in St Paul of the volumes Customer will
request to be during the g Gas Day Cust may ly elect
to make a standing with Company, notifying Company on any day when
customer's daily delivenes will differ from the standing nomination by the daily delivery
vanance (+/-) established in Northern's tariffs _more than five (5) percent  Customer
shail submit daily or to Company at one hour prior to
the time Transporter must submit uanry nominations to Northern puvsuanl to Northern s
tarffs least 24 hours i advance of the start of the Gas Day  Customer’s daily or
standing nomination shall be its best of the for the Gas
Day IfC and Comp ly agree. Company will relay C 's daily or
standing nomination to Cuslomev s Agerw gas supplier(s) and Transporter

23 DISPATCHING Customer will adhere to gas dispatching policies and
by pany from time-to-time to facilitate service under this
C y will inform Cu of any

maynﬂeamskgreenmusmeyoecuv

in disp g policies that

rate of flow up to but not exceeding ___ cubic feet per hour at the point(s) of
delivery Gas shall be del at such p and as may exist
under operating conditions at Customer's service location. Operating pressures at this
location shallnormallybe _ psi

2 57 REFUSAL OR DISCONTINUANCE OF SERVICE (a) With reasonable
notice, the Company may refuse or discontinue gas service for any of the following
reasons failure to pay amounts payable when due. breach of contract for service,
failure to provide the Company with reasonable access 10 its property or equipment
when the Company s unable to furnish gas service to Customer because it cannot
obtain permits or necessary right-of-way. when necessary to comply with any order or
request of any gov sthority having |

(b) Upon such notice as is under the the Company
may temporarily discontinue gas service when neoessary to make repairs.
P! ts, or ges in Company's eq

(c) Without notice the Company may disconnect gas service to Customer in the
event of an sth use of or pering with C y's equipi or in the event
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ofa tobet is to the Customer . to other customers of the
Company, to the public, or to the Company's employees. equipment. or service

Any discontinuance of service will not relieve Custs from Cust s
the Company

266 BALANCING Cust and Company agree to daily delivery
point nominations with actual delivenes (as defined in Paragraph 3 2) on an ongoing
basis Customer agrees to exert its best efforts to keep daily deliveries within daily
delivery vanance (+/-) established in Northern s tanff five (6} percent of daily
nomnation  C and Company shall as y. but no
less than monthly Customer or Cuslomer s Agent shall be msponsvble for balancing
receipt point made to Ti P with receipt point deliveries made by
Customer or Customer's Agent's gas suppler(s)

2 47 MONTHLY CASHOUT MECHANISM Unless otherwise agreed
Cust "s monthly will be bya
monthly is the diff (1) the sum of Customer's a--ly

nominations for the month and (2) C s actual use. M y
imbalances will not be carmed forward to the next calendar month

Undertake Purchase Payment If Customer utilizes less gas than the volume Customer
nominated and delivered to NSP system. Customer shall sell the undertake gas to NSP
Customer shall be paid an Undertake Purchase Payment equal to the monthly
imbalance times the Undertake Purchase Rate

Monthly Imbalance % Undertake Purchase Rate

100% to 98% Index + Transp: s Firm Transp (TF)
Commodity rate(s)

Less than 98% to 90% [Index + Transporter's TF Commodity rate(s)] x |
075

Less than 90% [Index + Transporter's TF Commodity rate(s)] x 0. 50

Overtake Charge If Customer utilizes more gas than the volume Customer nominated
and delivered to the NSP system, C shall purch the ke gas from NSP
Customer shall be assessed an Overtake Charge equal to the monthly imbalance times
the Overtake Rate

Monthly Imbalance % Overtake Purchase Rate
100% to 102% sporter's ptible Transp 1 (IT)
Commodity rate(s)

Greater than 102% to 110% [Index + Transporter's IT Commodity
rate(s)] x 1.25

Greater than 110% [Index + Transporter's IT Commodity rate(s)] x 1.50
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Index for Monthly Cashout The Index being used is Inside FERC Gas Market Report's

first of the month Prmo'Spoth Delivered to Pipelines” for Northern Natural

(Dx y rate of all pipeline

charges including GRIwM Angus C Ammhnlaupp!ypoelmwrdum fuel

costs and commodity rate(s) All conditions of the monthly cashout mechanism apply

uniess Customer and NSP agree otherwise. However, NSP will treat similarly situated
ona y basis

Snz_g CHARGES. Commencing with the date of initial delivenes of gas by
for this service shall be according to Appendix A

2.93 1 MONTHLY CUSTOMER CHARGE. As established in Appendix A. The
customer charge shall not exceed the maximum charge on file with the South Dakota
Public Utilities Commission

302 VOLUME CHARGE A Volume Charge equal to the product of (i) the actual

made by Company to C. during the billing period, and the fixed rate

per MMBtu stated in Appendix A. The volume metered by NSP will be considered the

actual volume by Company to C All vol will be adj for Btu

content and supercompressibility. The volume charge per MMBTU shall not exceed the
maximum charge on file with the South Dakota Public Utilities Commission.

313 TAXES In addition to the rates specified above, NSP shall collect any
federal, state or local sales, use, excise, or other such taxes and fees that are legally
effective and applicable to the service provided hereunder.

PENALTY PROVISION. Customer shall be liable for any balancing or other
penaities imposed on NSP by Transporter and caused by Customer’s actions.
Customer shall also be liable for any costs d by C y, if any,
caused by Customer’s failure to stay within the +/- 5 percent daily tolerance zone

3.35 ADDITIONAL CHARGE FOR USE DURING CURTAILMENT. If Customer
fails to curtail use of gas hereunder when requested by Company, Customer shall pay,
in addition to the appropriate above rates, either an amount equal to any payment
Company is required to make to Transporter as a result of Customer’s failure to curtail,
or $10.00 per MMBtu of gas used in excess of the volume of gas to which customer is
wbwmi whichever amount is greater. Such payments, however, shall not

y from shutting off C 's gas supply in the event of Customer's
vmnwwmwmﬂmwwmmymdow

40 PAYMENT OF BILLS Al bills are payable at Company's office on or
before the tenth 20th day succeeding the date bill is rendered for service supplied by
Company in the preceding month. Should Customer fail to remit the full amount when
due, Customer shall pay a Late Payment Charge of 1% to be added to the next month's
bill after the date due
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41 DISPUTED BILLS. If Customer in good faith disputes the amount of any
monthly billing or part thereof. Customer shall pay Company the amount Customer
beheves to be correct and notify Company in writing of the basis for disputing the bill
C y shall promptly ir the matter and submit a corrected bill to Customer
If Customer has underpaid the amount actually due, Customer shall within five (5) days
remit the additional amount due. |f Customer has overpaid the amount actually due,
Company shall refund the overpayment by a credit to Customer’s next bill. Company
agrees to waive the late payment charge for the disputed portion of any bill if Customer
disputed the bill in good faith

50 BILLING ADDRESSES, CURTAILMENT NOTICES, OTHER NOTICES
The and/or bers for billing, notices, and
othar notices under this Ag are p in the A Ctothis A

60 TITLE TO GAS. Unless shall p title to
Customer's gas while being by C y Hmvov C y may, if the
parties mutually agree, take title to Customer’s gas to arrange interstate or intrastate
pipeline P from T to Company's receipt point

61 WAIVER OF LIABILITY. C shall hold Company
termination of gas service caused by failure of Customer, Customer’s Agent,
Ci ’s gas supplier(s) or Transp to deliver gas to Company's designated
recept point

70 TELEMETERING. When transporter deems it necessary, tielemetering
equipment shall be installed on Customer's premises, at Customer's expense, in order
to measure dady and monthly toC Company will install and

C shall provnde mslall and maintain a
mpmd phone umee and electnical service outlet with appropriate grounding for
9 atC s cosiexpense

80 REGULATORY AUTHORITY. This agreement is subject to all valid laws,
orders, rules and regulations of any and all duly constituted authorities having
junsdiction over the subject matter herein and is subject to the receipt of any necessary

for the service herein

for any

90 REPORTING REQUIREMENTS. Customer shall furnish to NSP all
as may be req or approp to comply with reporting requirements of
duly having over the subject matter herein

10 0 CONFIDENTIALITY. The terms of this contract, including but not limited to
Customer's delivered price of gas, NSP's customer charge and volume charge, the
volume of gas transported, and all other material terms of this contract shall be kept
confidential by NSP and Customer, except to the extent that any information must be
disclosed to a third party as required by law or for the purpose of effectuating
transportation of the subject gas pursuant to this Agreement

Date Fied Dec 16 1967 Issued by Mchae 4 HaneonKent T_Larson
Eftectve
SOPUC Docket No Chvef Executive & General Manager
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11.0 SUCCESSION, ASSIGNMENT . This Agreement shall inure to and be
equally binding on the respective parties, their successors and assigns Neither party
shall assign this Ag and nghts h der without the written approval of the
other party. Such approval shall not be unreasonably withheld

12 0 ENTIRE AGREEMENT, MODIFICATION AND WAIVER. This Agreement,

g with all s hereto which NSP has signed or initialed intending
to make them a part hereof the entire the parties
relating to the ibed herein and sup any and all prior oral or
written understandings. No addition to or modification of any provision hereof shall be
binding upon NSP. and NSP shall not be deemed to have waived any provision hereof
or any remedy available to it unless such addition, modification or waiver is in writing
and signed by a duly authorized employee of NSP

13 0 SEVERABILITY  If any provision hereof is held to be unenforceable by final
order of any reg y or court of such p shall
be severed herefrom and shall no( affect the m'efpretalnon or enforceability of the
remaining provisions hereof

IN WITNESS WHEREOF, the parties have duly this A
date and year first written above

NORTHERN STATES POWER COMPANY

Date Filed Dec 16 1967 Issued by Mt o riwookent T Larson
Effective
SDPUC Docket No Ciwef Executive 8 General Manager
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APPENDIX A
GAS TRANSPORTATION AGREEMENT
DATED
FOR
(Customer name)

Delivery Period
The Agreement and the rates, terms and conditions contained herein, will be in
effect for a term ] . and g through
. and then shall be renegotiated
Delivery Point(s) and Charges

(a)  Delivery Point(s)

NSP will

the C s gas i 's facility, located at
under this Agreemem at the following rate:

(b)  NSP Transportation Service Charges

The masxmum Customer Charge is $287 00 per month

Transportation local delivery volume charge of $ will not exceed $0 213
per MMBtu transported and not be less than $0 044 per MMBtu transported,
before applicable taxes and fees

(©) Min Local

Customer agrees to an Annual Minimum Local Delivery Charge of
as determined by the Company.

System Exit Charges will also apply as determined by the Company.
Contract Quantity
C a daily Contract Quantity of

NSP is not obligated to provide firm transportation

Customer’s maximum daily Contract Quantity uniess NSP agrees to amend this |
Agreement in writing. HmNSPmymmopmnprovmdwyovmun
transportation service to C onan basis if C s0
requests. The interruptible overrun local delivery charge per MMBtu shall be the
same as the firm local delivery charge set forth above.

Date Fied Dec 16 1997
£ fectve
SDPUC Docket No
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APPENDIX B
DEFINITIONS

"Btu” shall mean Bnitish Thermal Unit and shall be the quantity of heat required
to raise the temperature of one (1) pound of water one degree Fahrenheit at sixty (60)
degrees Fahrenheit

“Contract Quantity” shall mean the daily quantity of natural gas which NSP is
obligated to deliver on a firm basts to Ci p to this A

“Contract YearPeriod" shall mean the twelve month calendar period set forth in
Appendix A

“Customer” shall mean Hutchinson Technology Inc. For purposes of this
the term Ci also (o 's Agent

“Customer’s Agent” shall mean (if applicable) the party or entity designated by
C n the | St: to perform day-to-day supply and/or delivery
management functions for Customer. Subject to NSP's approval, Customer may

change such designation from time to time upon written notice to NSP

“Delivery Point” shall mean the outlet side of the NSP meter located on NSP's
natural gas distrib system at C 's Plant service locations

“FERC" means the Federal Energy Reg! y C or
agency

“Fum Ti " shall mean service which is not subject to
nterruption except for emergencies or for failure of Customer to deliver gas to NSP at
the Receipt Point for transportation to Customer

"Gas" shall mean natural gas, manufactured gas, or other forms of gaseous
energy which conform to the quality specifications in Transporter's Tariff

“Gas Day" shall mean the 24 hour period determined in accordance with
Transporter's Tariff

“Interruptible Transportation” shall mean transportation service which is subject
1o interruption at Company's option

“MMBtu" shall mean one million (1,000,000) BTUs. One MMBtu is equal to one
(1) "Dekatherm” or ten (10) "Therms *

"Receipt Point” shall mean the inlet point of the NSP gas distribution system
where NSP takes receipt of gas from Transporter

Date Fied Dec 16 1967 Issued by Ml 4 ransonKent T Larson
Effectve
SDPUC Docket No Chief Executive & General Manager
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Onginal Sheet No 261
“Transporter” shall mean Northern Natural Gas Company

“Transporter's Tariff" shall mean Northern's FERC Gas Tariff on file with the
FERC from time to time

Date Fied Dec 16 1997 Issued by Mchasl 4 HaosonKent T Larson
E

flective
SDPUC Docket No

Chief Executive & General Manager




Norther States Power Company
Swoux Falls. South Dakota
Gas Transportation Service Tarff SDPUC NO 1

APPENDIX C
NOTICES AND CONTACT LIST
C-1 Notices to NSP Notices and Bills to Customer.
Northern States Power Company
Attn. SD Gas Operations
P O Box 988

500 West Russell St
Swoux Falls. SD 57101-0988

C-2 Day to day communications Day to day communications to Customer

phone 605-339-8310

fax  605-339-8204

C-3 Gas Transportation Communications
NSP Gas Control (24 F y)

Northern States Power Company
Gas Control

825 Rice Street

St Paul, MN 55117

phone: 612-229-5527

fax  612-229-2370

Date Fied Dec 16, 1997 18508d by. Michaet J HansonKent T_Largon
SDPUC Docket No Chvef Executive & General Manager
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MMNESOTA GAS RATE BOOK - MPUC MO 2

GENERAL RULES AND REGULATIONS (Contnued)

22 AVAILABILITY OF SERVICE UNDER RATE SCHEDULES
Avadatdey of 8 rate schedule wiTh reapect 10 the PUTPOSe for whch service thersunder may be used and the
a8 O A8sses Of CUSIDMEN 10 which the schedule apphes shal be s 808Cked , the rate sChedule

Avadatity of service Under 8 rEe Checule Bt 8Ny PErSCLAS’ IOCEEON 1N & COMMUNIY Of MrTROry where the
SChecuie & shown 10 be effectve. depends LPON e SroxTity of the Dericulsr locston 10 e Compeny
u—u“‘mn“-—nnnmdhwmm
Compeny i
ua-‘--.om- by Secton 5. RULES

23 CHOICE OF OPTIONAL RATES

estmated consumpton. besed on 12 months’ “nuun—-—-m New customers mey
change 1o ancther rate schedule sher 8 nal of the rawe ssiacted. The Company
 not requUINed 10 Change & Customer o™ One MEke SChedule 1o SnGther MO GASN han oNCe I 12 months
Uniess TeTe 4 8 MEtenal Change . the CUSIOMEN's 1080 Of UNISES § ChENDE. DECOMES NECESAETyY 83 8 result of
0 order msued by The Pubic Utibes Commussion or @ court heving Aredciion. The Campeny will not be
requred 10 Make 8Ny CRENge M 3 fmEC W6 COMTEC! eXCRp! 88 Proveded theren

24 STANDSY SERVICE

SWnaby Service & $ence provded 10 8 CUSIME’ BYOUGh & PEMMANeN! CONMBCEON solely for Use In the event
o teare o Crtsdment of Snother Termal eNErgy SOUTE Standdy Service wil De rOVded onfy Under thoss
e SChe0Les WheCh BpSCHCaly SE0W SuCh S8NVICR O Dy ndvidus! Conract
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Docket No. NG97-021
JCS~1 Schedule 3

Page 2 of 2

NORTH DAKOTA GAS RATE BOOK - NDPSC NO 2

GENERAL RULES AND REGULATIONS (Continued) Secton Mo 6
Ongnal Revised Sheet No. 7
Relocated from NDPSC No. 1 Sheet No G288
Gz

22 AVARABILITY OF SERVICE UNDER RATE SCHEDULES
Aveiabaty of 3 rate scheduls with respect fo the purpose for which service thereunder mary be used and the
cass O Cisnes of CUSIOMAN to winCh the schedule sppies shal be 83 spectied In the rate schedule

Avadatery of service under 8 rate schedule 5t any particular location in 8 COMMUNRY of tarmtory where the
Scheduls & shown 1o be eflectve. depends Lpon the proximiy of the parbculer locstion 1o the Company
faciites of adequate Capectly & susble pressure and the Smitations of the Company’s extension rules end
reguistions anc Town Border Purchase Contract The extent to whuch the Compshy will mdend. sniarpe, of
change s Taclibes 1 supply Senvice is determined by Section S, EXTENSION RULES. Subgect 1o the
@xtenaion ries. e Company may provide $ervice 1o CUsiomens Using 500 Thenms of more per duy ot the
ovadutie pressires ® excess of 10 PSIO (Pounds per squers nch GEwge). CUSomers using lees than this
Smourt wl be served 8t svelstie pressures of 10 PSIG or less Total requirements of 8 customer supphed st
10 PSIG or lees shell not exceed 2.000 Thorms per dey.

23 CMOICE OF OPTIONAL RATES

Where more then one rate schedute B Svadsbie for the same class of service, 88 indicsted by the complete:
capy of Te Companys rates apen 1o PUDEC NSPECHON M the Company’s ofice. the Company wil ssamst the
Sutoran ¢ meting Tew selection of the rete schedule of schedules which will resul @\ the lowest cout for
‘estrmgiec conBUTERON based On 12 Moiths Service and on the ndarmation of Aand New customens may
TEnge © encte Ete schedule sfter § reasonebie el of the rute schedule orignely selectsd The Compeny
& "ot regured 1o change 8 customer from one rale scheduls 10 encler more oflen than once In 12 momths.
Uniss Tere & & Metenwl change I the Customers ioad o' Unises & CBNgs. BECOMSS NECESSAry 8 8 resull
of o7 orer meued by the PUbic Service Commson or 8 court heving fredcion The Compeny wil not be.
TeGuTec to MEke sny Chenge M & Rxed terT contract except 38 provased thers:

24 RESALE BREAXDOWN, SUPPLEMENTARY, STANDSY, OR AUXILIARY SERVICE

Ureess soecfically proviced ofherwise In the rate scheduls. or sufficient fmencisl Considerstion i provided for
SPPIERents’ o SENCLy Service PurTuSNt to SECon § 5 Bervice wil Bet be SUPPled for ressis. breskdown,
‘supplorentary standby o swdiery puDoses The Compeny & suthasired 1o eMisr IO SgFeeMents 10 waive
The provisons of the rule and reisted ruies 50 a8 to tacilate experimentsl Use of shemetive sources of energy
Dy Customens o lerms thet are agressbie to the Compeny




Docket No NG97-021
JCS - | Schedule ¢

Eaampics of Monthhy Cathout Mechanmms

1) Undertshes  Cuastomer takes wo ittle gas and must sell gas 1o NSP-SI)'s system.

Assumptams

Index = $2 00Dt
IF Commaodity Rate ~ $0 20 per Dht
Customer nommates 100 Dia

N odume
Taken Under Amount Pud 10 Customer to Purchase Gas

(Dkt)  Nommaton Customer Dvd Not Use

2 (3200 + $020) * 2 Dha ~ $4.40

"
% -10 ($200+5020)*075° 10Dkt = $16.50
5 15 (5200-5020)°0S* 1SDa~  $1650

2) Quemtakes Customer takes 100 much gas and must purchase gas from NSP-SD's system.

Assamptions
Index - $2 00/
TF Commodity Rate = $0.20 per Dkt
Castomer nommates |00 Dit

Volume

lsher Over
(Dk1)  Nomimation Amount Customer Pays 1o Buy Gas

02 2 (5200 + $0.20) * 2 Dkt = S440
0 (5200 $020)* 125° 10Dkt~ $27.50
us 15 (5200 4 $020) * 1.5* 13 Dit 34950
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Docket No. NG97-021
JCS-1 Schedule 5

Northers States Powe: Company - South Dakota

Gas Operstioes
M Transporistion Service Kate

Varabie Operstung Costs
Investment i HTI $454853
Revied (@M LARK
A MM Costs
HT1 Anmal Usage (MCFs)

MM Recovery Rase

Angas Azson Prpcine Rate

Canmitutis 1o Syme. Finec Cosy

%) Revised Mmwmum Transportanon Ras

(1) Actaal Plan: in Service per JAS-1, Schedule 3, page | of 3

(2) Revised OM LARR factor per JAS-1, Schedule 3, page 2 of 3

(3) Revised O&M LARR * Investment i HT
mrqa-n(‘l‘(‘g--ypuutmu'wmquwthCMan;
(5) Anmusi ORM Costs | HT] Anmual Usage

) Revised Angus Anson Pipetnc Rate

(7) Contribution to System Fixed Costs

(%) O&M Recovery phus Aagus Amsor Pipelinc Contribution phus Contribution 10 System Fixed Coses
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Northern States Power Companry - South Dakota
Gas
Castomer Charge Calculanions

Transportation Transportanon

S1,08200 (1) $4.,41700 (2)
14.49% (3) 14.49% (3)

$156.7% (1) $640 02 (4)
125 12(5)

$1307 (&) $53.34 (6)

(1) Typical Meter Cost for Small Volume Transportation Customer (Model Sprague 675 TC)
(includes meter, regulstor, labor, sales tax, AW and 1% ARG)

@ T)MMC‘MWVMYWC“(MIMMIHTC}
(inchades meter, regulator, lsbor, sales tax, PEW and 1% A&G)

(3) Annsalized Frxed Charge Rate less O&M per JAS-1, Schedule 2

(4) Line | * Lme 2

(5) Number of Months in a Year

(6) Lne 3 /Lime &
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Narthern State Power ( cepany Souts Dab ota
G Operamons.
Small Vohame Transportaion Commodity Rate

(1) Eatmmaned Plant = Service $14.300 00
(2) Revised LARK 2051%
(3) Annaal Revense Requrrement

(4) Estamated Arnual Usage (MCFs)

(%) Commodity Ratc

(6) Angus Anson Rate

(7) Totai Transportation Rate

(1) Lstumaed Pypelme Project Costs

(2) Revisod LARR per JAS-1, Schedule 3, Page 2 of 3

(3) Estamated Plant in Service * Revised LARR

(4) Escomam 3 Armual Usage of Mnchaha County Highway Department and Jans Corportation
() Annual Revenue Roqurement / Esturate Annual Usage

(6) Angus Anson Rate per JAS-1, Schedule 7

(7) Commodity Rate plas Angus Anson Contnibution




‘Northern States Power Company
Gas Utility

825 Fuce Street
Saint Paul, Mirnesota 55117-5485

RECEIVED

Errata Corrections to NSP Rebuttal Testimony and Schedules
Dear Mr Bullard

In discussions with the South Dakota Public Utilties Commission Staff (*Staff"), Northern States Power
Company - South Dakota (NSP-SD) realzed several errata changes are needed o cormect errors in the
pre-filed rebuttal testimony filed by NSP - SD on December 23, 1998 All errata cofrections are attached
and shown in legisiative format  The efrata comections should expedite the hearing procedures
scheduled for January 4. 1998

First, Page 9. Line 8 of the rebuttal testimony of Ms. Jamie Seitz should state $0.045 instead of $0.04
This change should be repeated on Schedule 5. Line 6 of Ms. Seitz's testimony.

Second, JCS - 1. Schedule 4 has been comected to include an
rate in the overtake purchase example

Next. several minor typographical errors to JCS -1, Schedule 2 have been corrected, and are
summaried as follows

* Onginal Sheet No 7. Section 3 4 (b)
The word “of” was replaced with “10” and the misplaced “to” was deleted

Ongina! Sheet No 11 Secton 7.2
The references to “delivery pont” now state "delivery point(s)”

Ongmai Sheet No 12, Section 82

Ongmnal Sheet No 20 Section 2 2
The word “least” was added before the phrase “one hour prior 1o the time Transporter must
submit dady nominations to Northern pursuant to Northern's tariffs”

Orwsv-luo 21 Secton 27

the
was changed to “TI" wOngnlShouNo 2

The reference 1o the Angus C Anson fuel supply pipeline
with Page € Lines 20-23 of Ms Seitz's testimony




e Ongnal Sheet No 22 Secton 32
The reference 1o +/- S percent daily t0lerance zone was replaced with “daily delivery vaniance
+/-) estabkshed n Northern's tarff 1o be consistent with other sections of the tariff

Also_ Sta¥ had rased a question through Mr Knadie's direct y reg 9
which NSP - SD inagvertently dd not address in rebuttal testimony  Mr Knadle requested the accuracy
of the nommation procedures (Gescribed in section 2 2 of JCS-1 - Schedule 2, Ongnal Sheet No 20) be
confirmed NSP-SD has confirmed the secton s accurate

In adamon 1o provide further clarfication NSP has provided a summary of the proposed rates by ciass in
Schedule 2 Onginal Sheet No 17 of Ms Sedtz's testmony  This sheet was previously reserved for future
use The vaiues shown on this summary would provide the upper and lower mits which would be used
n the service charge section of the gas transportation agreement (JCS -1 Schedule 2) signed with
ndwdual customers

Service

NSP will serve a copy of this lefier and attachments on the parties indicated on the official service
kst for this proceedng A centficate of service and service irst 1s attached
Concluson

Thank you for your prompt attention to this matter Please feel free to call Amy Liberkowski (651-
229-2367) with any questions

M

A, \” r’)‘\m« 27\
{James P Johnson
Attomey

cc Service List




Jamie C. Seitz Docket No. NG97-021
Tariff Terms and Conditions — Rebuttal Exhibit (JCS - 1)
Errata Corrected

Do you have any other changes based on Mr. Knadle's testimony?

Yes. Mr. Knadle recommends that the floor of the transportation rate be
raised to minimally recover variable costs for the customer and to provide for
some contribution toward NSP’s distribution system fixed costs. Schedule 5
has been provided to identify the new minimum rate of $0.12 per Dth to
recover $0.045 as a contribution to the Angus Anson pipeline, $0.06 in
incremental O&M costs and $0.02 as a contribution to system fixed costs.

Mr. Knadle also r ds providing specific | on the

determination of the ¢ charge for prospective customers. NSP-SD

would like 10 establish a $12 Customer Charge for Small Volume Customers
(peak day requirements of less than 500 therms) and a $50 Customer Charge

for Medium Volume C (peak day requi of 500 therms to

1.999 therms) in response to his request. Since customers with similar usage
patterns will have the same metering requirements, it will be more practical
10 establish a customer charge based on typical meter costs for a particular
classof ¢ Schedule 6 ins the calculation of these charges.

If these new customer charges are ished, what corresp

transportation charges are you proposing?




Northern Staates Power Compan wth Dakota Docket No. NG97-021
Gas Operations. JCS-1 Schedule 5
Mimmum Transportation Service Rate Errata Corrected

Variable Operating Costs
(1) Investment m HT1 $454. 853
2) Revised O&M LARR 602%
(3) Annual O&M Costs $27.382.15
(4) HTI Annual Usage (MCF's) 480,726

(5) O&M Recovery Rate 006

(6) Angus Anson Pipeline Rate

(7) Contribution to System Fixed Costs

(8) Revised Minimum Transportation Rate

(1) Actual Plant in Service per JAS-1, Schedule 3, page 1 of 3

(2) Revised O&M LARR factor per JAS-1. Schedule 3, page 2 of 3

(3) Revised O&M LARR * Investment in HT1

(4) Pipeline MCF Capacity per Hour (306) * Hour per Year equivalent for HT1 @ Capacity (1,571)
(5) Annual O&M Costs / HT1 Annual Usage

(6) Angus Anson Pipeline Rate per JAS, Schedule 2

(7) Contribution to System Fixed Costs

(8) O&M Recovery plus Angus Anson Pipeline Contribution plus Contribution 1o System Fixed Costs




Docket No. NG97-021
JCS - 1 Schedule 4
Errata Corrected

Examples of Monthty Cashout Mechanisms

1) Undertakes Customer takes 100 little gas and must sell gas 1o NSP-SD's system
Assumptions

Index - $2 00 DAt

TF Commaodny Rate = $0.20 per Dkt
Customer nominates 100 Dkt
Percent of
Nomimation
Taken

Volume
Taken

Amount Paid to Customer to Purchase Gas
(DAy)

Customer Did Not Use

. s ($2.00 + $0.20) * 2 Dkt $4.40
. “«0 ($2.00 + $0.20)* 0.75 * 10 Dkt $16.50
£5% xS ($200 + $0.20)* 0.5 * 15 Dkt » $16.50

2) Overtakes Customer takes 100 much gas and must purchase gas from NSP-SD's system.
Assumptions

Index < $2 00Dkt
T1 Commodity Rate = $0.25 per Dkt
Customer nominates 100 Dkt

Volume
Tahen

Over
(k1)

Nommation

Amount Customer Pays to Buy Gas
102

($2.00 + $0.25) * 2 Dkt $4.50
0 (8200 + $025)* 125
ns

10 Dkt $2813
($2.00 « $025)* 1.5 15 Dkt $5063

The TF and T1 commodity rates are for illustrative purposes only  However, the rates reflect

the general structure of firm and interruptible transportation commodity rates where firm
commodity rates are lower than interruptible commodity rates.




Norther States Power Comga Docket No  NGE7-021
Seoun Fals u Dakota JCS - 1 Schedule 2
Gas Transportation Serwice Tar® SDPUC NO 1

Original Sheet No 7

ARTICLE Ill
MEASUREMENT

31  Unttof M t and Mk g Base. The
base shall be one cubic foot of gas at a pressure ‘base of 14.73 pounds per square inch
absolute. at a temperature base of 60 degrees Fahrenheit, and without adjustment for
water vapor content

32 Atmosphere Pressure. For the purpose of t, the ab
enc ) P at each g station shall be the atmospheric
red by based on the actual elevation above sea level of
me meter at the place of measurement, and shall be stated in pounds per square inch

3B F " to be y in the sole of
Transporter. the Iemwa'uve of the gas shall be determined at each point of
measurement by means of a propertly ,an
thermometer. an electronic g devsoeA ora
compensating meter of to Transp:

34  Specific Gravity If d to be y in the sole of
Transporter, the specific gravity of the gas shall be determined at each point of receipt
by one of the following methods

(a) By means of a properly of
acceptable to Transporter

(b)  If (a) s not considered feasible, then by use of a portable specific gravity balance
of standard it or other device took T and |
gned for such or use in with a

(c) Other toT P

15 M nent Procedures. Q of gas dand delivered
hy der shall be n with F in ANSI-API
2530. First Edition, AGA Committee Report No. 5, AGA Committee Report No. 7, and

AGA Committee Report No. 8, or revisions or amendments thereto

36 Measunng Equipment. Unless agreed, Ti will provide,
and operate g and regulating stations equipped with flow
meters and other y g by which its- of gas |
from Transp h der shall be Such ing and
regulating stations shall be so installed at the receipt point of the System and at other
agreeable points All flow, measuring, testing, and related equipment shall be of
if and type toTi
Date Fied Dec 161967 Issued by Michasi-h-ManscaKent T_Larson
Eftective g
SDPUC Docket No Chief Executive & General Manager




Northern States Power Company Docket No  NG97-021
Sioux Falts. South Dakota JCS - 1 Schedule 2
Gas Transportation Service Tar®t SDPUC NO 1

Orniginal Sheet No 11

month by making adjustments to schedules, receipts or deliveries. In no event shall the
daily excess or deficiency vanance exceed the allowable daily point of delivery variation
set forth in Northern's Tariff

63  Monthly Imbalances. Shipper's monthly imbalance shall be the net total of
daily vanance from all receipts and delivery point(s). Such monthly imbalance shall be |
corrected in-kind through adj to Shipper's pts or del in
order for Shipper to receive Equivalent Quantities, or by such other method as is then
mutually agreed upon by the parties hereto. The cumulative daily variances during any
month above or below the quantities scheduled shall not exceed the monthly point of
delivery meathiy-varance set forth in Northern's tariff

64D PTG ln-cidest
P - e
ol de-Svslene1 B
O Svelomn-Re0de—Ti

be-Rade-undeiialos-teans-and

andihe.

ARTICLE VI

PRESSURE
7.1 Pressure at the Points of Receipt Shipper shall cause the gas to be
delivered at the points of receipt at a pressure sufficient to allow the gas to enter the
System however, Shipper shall not be required to deliver gas to the Transporter at any
point of receipt at a pressure in excess of the minimum pressure specified with respect
to each rece.pt point in Exhibit A of Shipper's TSA

72  Pressure at Points(s) of Delivery. Transporter shall deliver gas to
Shipper's delivery point(s) at the pressure existing in the Transporter's pipeline;
however. Transporter must deliver gas to each point at a pressure not less than the
minimum pressure specified with respect to each delivery point in Exhibit A to Shipper's
TSA Transporter. however, shall not be required or permitted to deliver gas at a
pressure in excess of the maximum pressure specified for each point of delivery set
forth in Exhibt A attached to Shipper's TSA

ARTICLE Vil
BILLING AND PAYMENT

81 Billing Unless otherwise agreed, on or before the 10th day of each
month. Transporter shall render to Shipper a statement of the total amount of gas

Date Fded Dec 16 1997 Issued by Mechasldidansoarent T Larson
Efectve
SOPUC Docket No Chief Executive 8 General Manager
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Soux Falls South Dakota JCS - 1 Schedule 2
Gas Transportation Service Tarnft SOPUC NO 1

Original Sheet No_ 12

delivered by Transporter to Shipper at the point(s) of seceipt-delivery hereunder during
the preceding month and the amount due. When information necessary for billing
purposes is in the control of Shipper. Shipper shall furnish such information to
Transporter on or before the 10th day of the month

Shipper and Transporter shall have the right to examine at reasonable times,
books, records, and recording charts of the other to the extent necessary to verify the
y of any charge, or P made under or pursuant to any of
the provisions hereof

82 Payment Unless otherwise agreed, Shipper shall pay Transporter at its
general office or at such other address as Transporter shall designate on-oi-before-the

a8thg olthe-month.the. e jorthe. onth.Ji olabill
Ly < alieribe-d0in-doy-olihesueninthenthe-bme ol pawnent
by y
shallbe. ey D6 forsuch. i 20

L ppes ¥

days after the billing date

83 Remedies for Failure to Pay. Should Shipper fail to pay all or any portion
of any bill as herein provided when such amount is due, interest on the unpaid portion
of the bili shall occur at a rate of one percent (1%) per month. If such failure to pay
continues for 30 days after payment is due, Transporter may, in addition to any other
remedy it may have hereunder. suspend further delivery of gas until such amount is
paud, ff authorized pursuant to the rules of the SDPUC

L G

845 Adjustment of Billing Errors. In the event of a meter or billing error, as
defined by the Public Utilities Commission, the Company shall recalculate the bills for
service during the period of the error and make adjustments of bills in accordance with
the rules prescribed by the Commission. If a customer has been overcharged as a
result of the error, the iculated amount will be reft or, where. applicable, a
credt on a bill shall be made. If a customer has been undercharged as a result of the
error, the Company may bill the customer if the amount due exceeds $10.00. The first

billing of the vecalculmed- mount due will be separately | separately billed on a form different from

the normal bill form and mclude a oomglete explanation of the billing . W

hal-al-2ny-Lne-orines

£y ¥
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service to Customer However. Company may at its option, agree to provide backup
gas service

21 REQUIREMENTS AND DELIVERIES; POINT OF DELIVERY. Company
agrees to accept delivery of Customer’s gas at the inlet of Company's distribution
systemin  Minnehaha County, SD  and. on a firm basis, transport and deliver said
gas to Customer’s point(s) of delivery in volumes up to MMBTU per day, or such
other asis lly agreed. C 's point(s) of delivery shall be the outiet
of the meter installation(s) at

22 DAILY NOMINATIONS. Customer or Customer's Agent shall on a daily
basis advise Company'’s gas dispatcher in St. Paul of the volumes Customer will
request to be during the Gas Day. Ci may y elect
to make a with Company, g Company on any day when
custome~’s daily dehvenes will differ from the slandmg nommauon by the dalu delivery

(#) ed in Northern's tariffs
shall submit daily or to Company nt least one hour prior

to the time Transporter must submit daWy to Northern pursuant to
Northern's tariffs abtd b2 dios ol i slaiuihe-Gue-Lay—- Customer s
daily or standing nomination shall be its best estimate of the expected utilization for the
GasDay IfC and Company ily agree, Company will relay C s
daily or ] to C 's Agent, gas supp and Ti p

23 DISPATCHING. Customer will adhere to gas dlspatchmg policies and
P d by C y from time-to-time to service under this
A Company will inform Cu of any ges in policies that
may affect this Agrsemenl as they occur.

24 RATE OF FLOW The gas supply shall be transported to Customer at a
rate of flow up to but not exceeding  cubic feet per hour at the point(s) of
delivery Gas shall be at such p and as may exist
under g atC 's service location. Operating pressures at this
location shallnormallybe ~ psi

notice, the Company may refuse or discontinue gas service for any of the following
reasons failure to pay amounts payable when due; breach of contract for service;
failure to provide the Company with reasonable access to its property or equipment:
when the Company is unable to furnish gas service to Customer because it cannot
obtan permits or necessary right-of-way, when necessary to comply with any order or
request of any governmental authority having jurisdiction

Issued by Michaslansoakent T_Larson
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(b) Upon such notice as is under the the C
may temporarily discontinue gas service when necessary to make repairs,
replacements. or ges in Company's or facilities.

(c) Without notice the Company may disconnect gas service to Customer in the
event of an use of or pering with Company's P or in the event
ofa to be lolhef‘ , to other of the
Company. to the public. or to the C y's employees, equi , OF service

Any discontinuance of service will not relieve C from C 's
the Company

2 68 BALANCING Cust and C agree to daily delivery
point nominations with actual deliveries (as defined in Paragraph 3.2) on an ongoing
basis Customer agrees to exert its best efforts to keep daily deliveries within daily
delivery variance (+/-) € 2d in Northern's tariff. five(6)-pescont-at-daily

and C shall as op y. but no
less than C orC ‘s Agent shall be responsible for balancing
receipt point nommanons made to Transporter with receipt point deliveries made by
Customer or Customer’s Agent's gas supplier(s)

C ‘s ce will be correct d by a 'S
monthly (1) the sum of Customer’s danly
nominations for the month and (2) Customer’s actual metered use. Monthly volumetric
imbalances will not be carned forward to the next calendar month

P  Payment: If C utilizes less gas than the volume Customer
nominated and delivered to NSP system, Cust shall sell the gas to NSP.
Customer shall be paid an Undeﬂake Purchase Payment equal to the monthly

times the hase Rate

Monthly imbalance % Undertake Purchase Rate

100% to 98% Index + Transporter's Firm Ti (TR o s

T A _________Commodity rate(s)

Less than 98% to 90% — [Index + Transporter's TF Commodity rate(s)] x
e e i, 075

Less than 90% [Index + Transporter's TF Commodity rate(s)] x 0.50

Overtake Charge If Customer utilizes more gas than the volume Customar nominated
and delivered to the NSP system, Ci shall the gas from NSP
Ci shall be an Overtake Charge equal to the monthly imbalance times
the Overtake Rate

Date Fded Dec 16 1067 Issued by Michasl-d-bansonkent T Larson
E
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Monthly imbalance % Overtake Purchase Rate
100% to 102% Index + Transporter's Interruptible Transportation 45
i (T) Commodity rate(s)
Greater than 102% to 110% [Index + Transp 's&TIC
rate(s)] x 1.25
Greater than 110% [Index + Transporter's & T Commodity rate(s)] x 1.50

Index for Monthly Cashout The Index being used is Inside FERC Gas Market Report's

first of the month “Prices of Spot Gas Delivered to Pipelines” for Northern N Na1ural

(D A pipehne y rate of all pip!

charges including GRI Ao Lualouppis pupok ge, fuel

costs and commodity rate(s) AII oondmom of the monthly cashout mechanism apply

unless Customer and NSP agree otherwise. However, NSP will treat similarly situated
sona y basis

302 8 CHARGES Commencing with the date of initial deliveries of gas by
Company. the charges for this transportation service shall be according to Appendix A

2 93-2MONTHLY CUSTOMER CHARGE . As established in Appendix A. The

customer charge shall not exceed the maximum charge on file with the South Dakota
Pubic Utilihes Commussion

3 03 VOLUME CHARGE. A Volume Charge equal to the product of (i) the actual
made by C yto C during the billing period, and the fixed-rate
per MMBtu stated in Appendix A The volume metered by NSP will be considered the
actual volume d by C y to C Al vol will be ad| d for Btu
content and supercompressibility The volume charge per MMBTU shall not exceed the
maximum charge on file with the South Dakota Public Utilities Commission

3 13 TAXES In addition to the rates specified above, NSP shall collect any
federal. state or local sales, use, excise, or other such taxes and fees that are legally
effective and applicable to the service provided hereunder.

3 24 PENALTY PROVISION. Customer shall be liable for any balancing or other
penalties imposed on NSP by Transporter and caused by Customer’s actions
Customer shall also be liable for any costs d by Company, if any,
caused by Customer’s failure to stay within the-s/i5-pescont-daily 30Re- the

daily delivery vanance (+/-) established in hern's tariff

335 ADDITIONAL CHARGE FOR USE DURING CURTAILMENT. If C
fails to curtail use of gas h der when by Company, C shall pay.
in addition to the appropriate above rates, either an amount equal to any payment
Company is required to make to Transporter as a result of Customer’s failure to curtail,
or $10.00 per MMBtu of gas used in excess of the volume of gas to which customer is
requested to curtail. whichever amount is greater. Such payments, however, shall not

Date Filed Dec 16 1967 issued by Mchasi-d-ianseakent T Larson
Efective
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Transportation Rate Summary

Availability

Small Volume Peak day requirements of less than 500 therms
Medium Volume Peak day requirements of 500 therms to 1,999 therms
Large Volume Peak day requirements of at least 2,000 therms

Maximum Customer Charge per Month
Small Volume $12.00

Mertium Volume $50.00
$290.00

Therm

Date Fded Dec 16 1997
SDPUC Docket No
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BEFORE THE JAN 14 1995
PUBLIC UTILITIES COMMISSION

STATE OF SOUTH DAKOTA SOUTH DAKOTA PUBLIC
UTILITIES ¢ IMMISSION

IN THE MATTER OF THE APPLICATION FOR
AN ORDER ESTABL!
A NATURAL GAS' LITY,
AND TO ESTABLISH INITIAL TRANSPORTATION RATES
FOR NORTHERN STATES POWER COMPANY

Docket No. NG97-021
Surrebuttal Testimony of Gregory A. Rislov
On Behalf of the Commission Staff
December 1998

Q. Arc you the same Gregory A. Rislov who earlier in this docket filed testimony and exhibits
on behalf of Commission Stafl”

A. Yes.lam

Q. What is the purpose of this additional testimony”?

A. Northern States Power Company - South Dakota Gas (NSP) filed rebuttal testimony and

ﬂhlhm in response to Staff's filing. NSP's rebuttal indicated several fundamental changes in
that were not reflected in Staff's case.

Q. What are the fundamental changes”

A. Two new small volume customers have been added to the system. The original filing
included only one large volume customer. There has been a large increase in plant. Perhaps the
chief difference has been the way NSP proposes to assign costs to the customers.

Q. Is NSP's assignment different than what was proposed in the original filing?
A. The onginal filing related to only one customer. There were costs both directly assigned and
allocated. and NSP used an acceptable method to determine which costs should be assigned and

which should be allocated. The method NSP offers in its rebuttal for assignment and allocation
of costs 1o the two new customers is different, however.

Q. Would you please explain?




CENOUNAEWN -

A Yes Itis helpful to visualize four separate components which generate the total costs. They
arc

1. Angus Anson pipeline charge.

2. Customer charge costs related to meter costs, meter installation costs, meter
reading and service costs, and billing costs.
Costs related 10 the NSP-gas steel main and the regulating equipment at the
end of the steel main
The costs of extending service from the sseel yilin to the customer. This
includes the costs of the plastic pipe extension and the meterset

NSP's onginal filing had three categonies as NSP combined the above categories (3) and (4) into
one category for billing purposes.

Q. Is that necessanly wrong?

A No, s not. The problem came with the rebuttal filing. The two new customers were
directly assigned the costs in categories (1), (2) and (4), and were allocated a portion of category
(3). Hutchinson Technologies (HTT) was not directly assigned its category (4) costs. HTI's
category (4) costs were still being treated as average system costs as they were still combined
with category (3). The net of all this is faimess requires category (4) costs 1o either be.

1. averaged: or 2 directly assigned. Mixing and matching means that some customers will pay
oo much and others will pay o little

Q. What 1s Staff recommending 1o resolve this?

A We are recommending that the costs of HTI's extension and meterset be removed from the
general cost of service and assigned directly to HT1

Q. How wll NSP recover these costs”

A. There are options. NSP could ask the customer to pay them. NSP could pay the initial costs
and then develop a repayment arrangement much like the method used to recover meter costs.
NSP could pay them and then assess a volumetric surcharge until the cost is fully repaid. NSP
needs 1o tant! the method(s) it chooses, and the decision could be made after consultation with
the prospective customer

Q. Are there any other changes you wish to mention?

A. [ have prepared an updated Exhubit _(GAR-1) to reflect both updated costs and the costs
moved out of rate base and assigned directly to HTI. The customer charge applicable to HTI has
also changed due to updates. These changes should be self-explanatory

Q. 1'have no further questions.
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Transportation Rate Summary RECEIVED

JAN 04 1993

SOUTH DAKOTA PUBLIC
Ava UTILITIES COMMISSION

Small Volume Peak day requirements of less than 500 therms
Medium Volume Peak day requirements of 500 therms to 1,999 therms
Large Volume Peak day requirements of at least 2,000 therms

Maximum Customer Charge per Month

Small Volume $12.00
Medium Volume $50.00
Large Volume -$200-60

Distribution Charge per Therm

Minimum
Small Volume so0t2 3 Cl¢
Medium Volume $0012 ¥ .0ile
Large Volume $0042 ¢ .cne

Date Fled Dec 16 1997 Issued by Kent T Larson
SDPUC Docket No Chief Executive & General Manager
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Northern States Power Company - South Dakota
Gas Operstioas
Customer Charge Calculations

Small Volume Medium Volume
Transportation Transportavon

$1,08200 (1) $4.417.00 (2)
T ey 4% (3) LStemn ()

- SR (1) (05011 564002 (4)
12 (5) 12 (%)

51307 (6) ¥ Cole 5336

(1) Typical Meter Cost for Small Volume Traosportation Customer (Model Sprague 675 TC)
(inchudes meter, regulstor, lsbor, sales tax, PAW and 1% A&G)

(2) Typical Meter Cost for Medium Volume Traasportation Customer (Model Roots 7TM-175 TC)
(mclodes meser, regulator, labor, sales tax, F&W and 1% A&G)

(3) Anpsalized Foed Charge Rate less O&M per JAS-1, Schedule 2

(4) Lime 1 * Lue2

(5) Number of Months in a Year

(6) Lme 3 /Lime 4
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Northers States Power Company - South Dakota Schedpicd

Gas Operations
Development of Rates
Mazimem and Proposed Large Voleme Transportation
Customer Charge

The narural gas maximum transportation rac developed below periaing 10 NSI's newly installcd 4 5™ Lateral pipeline extending
from the Angus Anson Supply line 10 the Sioux Lmpire Development Park S, which will scrve HT1. The proposed maximum
7ot n Columa ) 0f 50.239 por Mef includcs 80,043 x Mt for v of he Angus Anson i (Line ). That rte

s 8 pass-through 1o HTL. NSP-SD is 6ok seeking approval of the Al the rate. For

Schodule 7 of Exhibit 4 shows & calculation supporting the $0.045 per Mcf charge for use of the Angus Anson linc.

457 NSP-SD Laters! Prgaline Rate
(1) Annwalired Revenos Requirements
(2) Pipcline MCF Capacity per Hour
(3) Hours Per Year @ Capacity

(4) Angus Anson Pipeline Rasc
($) Yota! Transportation Ratc

Castamer Chorpe
(6) lnvesument in Maicring mt HTI
(7) Anaustized ¥ixcd Charge Rate less OAM o 12009
(8) Aneualized Mctcring Revenue Roquircments % %557
(9) Anoual Matr Reading and Billing Costs 720
(10) Tous! Customer Costs Supponing Cusomer Charge 8342 33000 sewn w0 P 20

Sowrces and Neses
Ling 1 Revemes Requircments por Schadale 3, Page 2 of 3
Line 2 90% of Pipclme capacity of 340 McOTir
Line 3, Cal A Howrs per Year cquivebant for HT1 @ capacity
Linc 3, Col B 1ime 1ALine 2 times Lime 3), Col. A
L 8. Cobama - Negoumed ruk for Amges C Amson ppciinc. See e for urthcr drscwnsom
Liae 8, Column ' Tonad
Linc 6 Moter smvestmenst ¢ HT1 por Schadule §
Line 7: Fincd charge rate from Schedulc 3, Page 2 of ), kczs OAM component
Lisc ¥ Ling 6 bmes Lune 7
Line 9. Mcicr peabng, billing. wnd scrvice cous (ORM) » 360 rer month
Line 10 Votsl custnemer corts in Col A Monthly maximum customer charge in Col. B.

1221998 945 AM
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Northern Stastes Power Company - South Dakota %ﬂ NG97-921
Gas Operations
Mmimum Transportation Service Rate

Variable Operating Costs
(1) Investment in HT1
(2) Revised O&M LARR
(3) Annual O&M Costs
(4) HT1 Annual Usage (MCF's)

(5) O&M Recovery Rate

(6) Angus Anson Pipeline Rate
(7) Contribution to System Fixed Costs

(%) Revised Minimum Transportation Rate

(1) Actual Plant in Service per JAS-1, Schedule 3, page 1 of 3

(2) Revised O&M LARR factor per JAS-1, Schedule 3, page 2 of 3

(3) Revised O&M LARR * Investment in HTI

(4) Pipelme MCF Capacity per Hour (306) * Hour per Year equivalent for HTI @ Capacity (1,571)
(5) Annual O&M Costs / HT1 Annual Usage

(6) Angus Anson Pipeline Rate per JAS, Schedule 2

(7) Contribution to System Fixed Costs

(8) O&M Recovery plus Angus Anson Pipeline Contribution plus Contribution to System Fixed Costs




(1) Estmnated Pipeline Project Costs

(2) Revised LARR per JAS-1, Schedule 3, Page 2 of 3

(3) Estnssed Plant in Service * Revised LARR

(4) Estmsted Annual Usage of Mis ounty Highway

ho.nd Cm 1__(Lhm-u
%m

(S) Annual (levenue Requirement / Estimate Ansual Usage
(6) Angus Anson Rate per JAS-1, Schedule 7
(7) Commodity Rate plus Angus Anson Contribution




(1) Estmated Plant in Service ~$14.300.00
(2) Revised LARR -2051%
(3) Anpual Revesue Requirement $293293 *
(4) Estimated Annual Usage (MCF's)

(5) Commodity Rate

(6) Angus Anson Rate

o Pavegodclio
9 Total Transportation Rate

(1) Estunated Pipelme Project Costs

(2) Revised LARR per JAS-1, Schedule 3, Page 2 of 3

(3) Estmated Plant i Service * Revised LARR

(4) Estimated Annual Usage of County Highway
(5) Anssal Rewawe Requirement / Estimate Annual Usage
(6) Angus Anson Rate per JAS-1, Schedule 7

(7) Commaodity Rate plus Angus Anson Contribution
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PIERRE, SOUTH DAKOTA 57501-0160

February 2, 1999

ommission
State

500 East Capitol Avenue

Pierre, South Dakota 57501-5070 FEB 03 1999

RE: NSP GAS soutH
Docket NG97-021 UTILI"ES Commuc
Our file: 0185.01
Dear Rolayne:
I have visited with Bob Riter, Jr., and he has indicated no
opposition to a short extension of time for NSP's initial brief.
I have completed an initial draft of the brief, but my lobbying
responsibilities make it difficult to communicate with my client.
I would appreciate having a little extra time to do so.

I would appreciate an extension of time of two weeks beyond
February 8 to file the brief. Thank you very much.

Yours truly,

MAY, ADAM, GERDES & THOMPSON LLP

cc: Bob Riter, Jr
Karen Cremer
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February 8, 1999

Mr. William Bullard, Jr.

Executive Director

Public Utilities Commission

State Capitol

500 East Capitol Avenue

Pierre, South Dakota 57501-5070

RE: NSP NATURAL GAS
Docket NG97-021
Our file: 0185

Dear Bill:

Enclosed are original and 11 copies of NSP’'s opening brief in
this docket, to which is attached its revised tariff. Please
file the enclosure.

I am also enclosing an additional face page of the brief. Please
date stamp it and return it to me in enclosed self-addressed
stamped envelope.

With a cupy of this letter, I am sending a copy of the brief and
tariff to the service list.

Yours truly,

MAY, ADAM, GERDES & THOMPSON LLP

DAG : mw
Enclosures

cc/enc: Bob Riter, Jr.
Karen Cremer
Jim Wilcox
J.P. Johnson

Denny Fulton
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4 DAKOTA PUBLIC
UTILITIES COMMISSION

BEFORE THE PUBLIC UTILITIES COMMISSION.,
STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION FOR NG97-021

AN ORDER ESTABLISHING A NATURAL GAS

UTILITY, AND TO ESTABLISH INITIAL APPLICANT'S
NATURAL GAS TRANSPORTATION RATES OPENING BRIEF
FOR NORTHERN STATES POWER COMPANY.

Pursuant to the briefing schedule established by the Commis-
sion, Northern States Power Company - South Dakota operations

(*NSP-SD”) submits its opening brief in this matter. Intervenor

MidAmerican Energy Company will be called “MidAmerican,” and

Commission Staff will be "“Staff.”

On December 16, 1997, NSP-SD filed with the Commission an
application for an order establishing a natural gas local distribu-
tion utility, and to establish initial gas transportation rates.
On January 28, 1998, the Commission entered its order allowing NSP
to flow gas, subject to refund, to accommodate its initial
customer, Hutchinson Technology, Inc. (*HTI*). On April 7, 1998,
NSP-SD filed an amended application seeking to be regulated as a
gas utility, as distinguished from a gas distribution utility. On
May 6, 1998, the Commission entered its order taking jurisdiction
over NSP-SD as a gas utility and approving the intervention of
MidAmerican and PAM Natural Gas. PAM Natural Gas did not appear at
the hearing in this matter.

As stated by Chairman Burg at the outset of the hearing in
this matter, the issues for determination by the Commission are

whether the Commission will grant NSP's request to establish




natural gas transportation tariffs and whether the Commission will
grant NSP's request for a waiver of ARSD 20:10:13:04 and
20:10:13:05 The record demonstrates the Commission should accept
the NSP-SD rates and tariff (as revised) and grant the waiver

request

PFACTS

NSP’'s Angus C. Anson Generating Site (“Anson Plant”) is served
by a 13-mile, 12-inch high pressure pipeline (“Anson Line”) that
interconnects with the Northern Natural Gas Company pipeline just
east of Harrisburg and proceeds to the Angus Anson site.? The
Anson Line was initially constructed to serve the fuel needs of the
combustion turbines ("Cts”) at the Anson Plant, plus serve
anticipated Cts in the future. In 1997, NSP-SD constructed a 3.5-
mile, 4.5-inch steel lateral (“Hutchinson Lateral”) from the Anson
Pipeline to the Sioux Empire Development Park #5 in northeastern
Sioux Falls. The Company initially constructed the Hutchinson
Lateral in order to meet the natural gas service requirements of

HTI, and to provide a competitive gas delivery alternative to HTI

and other potential gas users in the industrial park.’

TR 3.
“‘Wilcox prefiled testimony 4.
'Wilcox prefiled testimony 5, TR 10.

2




The NSP-SD application, as amended, only seeks approval of the
rates and tariffs for the Hutchinson Lateral. NSP-SD has the right
to use the Anson Line for a fee, and this expense is included in
the proposed rate. While this application is not intended to
determine the rates and tariffs for the Anson Line, it does provide
a means for NSP-SD to market the unused capacity of the Anson Line.
The unused firm capacity available is 325 mcf per hour.*

Presently, NSP-SD provides retail gas transportation service
to three customers: Hutchinson Technology, Inc., Minnehaha County
and Jans Corporation. Additional facts will be recited in

discussion of the specific issues presented by the docket.

ISSURS
Does NSP-SD propose a just and reasonable rate in
its proposed tariff?
Are the conditions of service proposed by NSP-SD

adequate, efficient and reasonable?

DISCUSSION
NSP-SD proposes a just and reasonable rate.
This Commission has sole and exclusive jurisdiction over rates
charged and conditions of service employed by gas and electric

utilities in this state, including intrastate gas pipeline

‘Wilcox prefiled testimony 4, TR 9.

3




facilities such as the Hutchinson Lateral. SDCL §§ 49-34A-5
49-34A-6 and 49-34A-39. As provided by SDCL § 49-34A-6:

rate made, demanded or received by any public

ty shall be just and reasonable. Every unjust or

Jrreasonable rate shall be prohibited. The Public

ities Commission is hereby authorized, empowered and

d rected to regulate all rates, fees and charges for the

public utility service of all public utilities, including

penalty for late payments, to the end that the public

sh. pay only just and reasonable rates for service
rendered

In this docket, there is substantial agreement between NSP-SD

and Staff on all fund tal points ry to achieve a just and

reasonable rate. No countervailing evidence has been offered by

any party. MidAmerican offered no testimony whatsoever, and simply

cross examined NSP and staff witnesses. PAM Natural Gas did not
participate in the hearing.

NSP’'s rate testimony came from James A. Smith, who adopted the
direct schedules and testimony of John Winter and filed his own
rebuttal testimony.® Mr. Smith adopted Staff’s methodology set
forth in Gregory Rislov's surrebuttal testimony, Exhibit 11, and
his rebuttal exhibit, Exhibit 12, prepared by Robert Knadle.*
While MidAmerican cross examined both Mr. Smith and Mr. Rislov at
length concerning their conclusions, it remains clear that:

. NSP-SD‘s current status is that of a start-up operation, and

it is not unusual initially for costs to not be fully recov-

*TR 29 and 30.

“TR 67.




ered through calculated rates during the start-up period. The
rates must be based upon a proportionate allocation of the
capacity of the system. Otherwise, subsequent sales would
exceed the volume used to establish the rate, resulting in a
situation where the utility could over recover its cost of
service.

Substantial unused firm capacity does not exist on the Anson
Line. HTI is projected to eventually require more than half
the capacity of the Hutchinson Lateral, 202 mcf per hour from
a total allowed capacity of 325 mcf per hour.* Minnehaha
County and Jans Corporation require additional capacity and
the remaining load will eventually be allocated to additional
customers.”

The purpose of the computations of both Mr. Smith and
Mr. Rislov is to determine a transportation rate for the

entire Hutchinson Lateral line, which then can be applied to

the prorated capacity needed to serve any particular

customer.*” NSP-SD has accepted the rate structures suggested
by Staff in Exhibits 11 and 12. In so doing, this represents

an agreement on total investment, cost of service, initial

TR 68, 113.

*TR 38, 39.

TR 43.

‘TR 48, Rislov surrebuttal testimony, Exhibit 11, p. 2.
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projected volumes and the minimum and maximum transportation
commodity rates by class. Additionally, NSP-SD has agreed to
a separation of customer specific costs, individual customer
facility extension costs and metering, thus establishing a
rate separate from the Hutchinson Lateral transport rate.
This permits a fairer allocation of customer specific costs.!’
Mr. Rislov has suggested in his initial testimony on pages 8
and 9 that NSP-SD file its cost of service in 2000. At transcript
page 114, line 18, Mr. Rislov refers to “rate case type data” as
comprising the year 2000 filing. Ms. Wiest then asks whether a
“new rate case” should be filed by May 1 of 2000, and Mr. Rislov
responds in the affirmative. NSP-SD agrees to that which is
reasonable to verify the accuracy of cost estimates being used to
establish the cost of service. However, there seems to be some
misunderstanding as to terminology. NSP-SD agrees to provide such

information a South Dakota jurisdictional gas financial summary

would show on May 1, 2000, similar to NSP-SD‘s annual jurisdic-

tional electric financial report. Presently, it would be premature
to require a full blown rate case in advance. The Commission has
the authority to investigate NSP-SD’s gas rates and services. SDCL
§ 49-34A-26. NSP-SD would suggest that the Commission order the

filing of cost data as of May 1, 2000. Thereafter, if Commission

TR 67, Exhibit 11, p. 2.




or staff believe that further proceedings are necessary, they can
be ordered.

NSP-SD’'s concern about conditioning present approval of its
tariff on filing a full rate case is practical. The test year cost
of service is $93,000 annually. This compares to 1997 NSP-SD
electric revenues of $80.3 million (see NSP-SD’s May 1, 1998,
jurisdiction report, on file with the Commission). A tripling of
NSP-SD gas revenues would not cause a material change in overall
NSP-SD financial results. Also, the annual costs are fairly fixed
on categories such as depreciation, return and contracted O & M.
The Hutchinson Lateral is a fixed asset, and customer connections
will be direct charged. The only factor which may change is sales
volume. If NSP-SD’'s sales volume were to increase above the level
used to design the proposed rate, it would be a fairly simple task
to adjust the rate prospectively. However, the Commission does not
need a full rate case to make such a finding.

Based upon the substantial agreement of Staff and NSP-SD
concerning the cost of service calculation, it is submitted that
the Commission should approve NSP-SD’s proposed rates as just and
reasonable.

At page 46, of the transcript NSP-SD agreed to provide any

feasibility study which might have been part of the basis of the

decision to market the unused firm capacity of the Anson Line.
None was conducted, so there is nothing to produce. The decision
was a management decision based upon the existence of unused firm

7




capacity and an opportunity to market that capacity in a cost

effective manner to the Sioux Empire Development Park #5.

NSP-SD proposes conditions of service which are adequate,

efficient and just.

Under SDCL § 49-34A-2, public utilities are required to
provide conditions of service which are adequate, efficient and

reasonable. The uncontested evidence supports this conclusion.

a. System exit charges.

Only after negotiations occurred between HTI and NSP-SD did
the Hutchinson Lateral project come to fruition. It is speculative
at this point to suggest that exit charges would be applied against
HTI, or any customer. Any utility contemplates that its customer
will remain in business and continue to perform under the contract
as negotiated in good faith. So long as the customer remains in
business, any issue of application of exit charges is inapplicable.

The agreement to install the lateral line, as mentioned, was
subject to negotiation. HTI was provided a copy of the draft South

Dakota tariff which included exit fee provisions. It should also

be remembered that NSP has an obligation to both its ratepayers and

to its stockholders to be prudent in new market entry. It is a
reasonable protection for NSP’s ratepayers to require that business
commitments be honored. HTI made an economic choice to select NSP-
SD as its gas transporter, and accepted the arrangement knowing the

8




requirement of potential exit fees. This is simply a prudent
arrangement for both businesses.

Likewise, both Minnehaha County and Jans Corporation were
aware (or should have been aware) of the exit charge provisions

before the transactions were entered into. The Commission should

approve reasonable exit charge language in NSP-SD’s revised tariff,

which is submitted with this brief. See, Exhibit A, attached

hereto.

b. Backup gas service.
NSP-SD has agreed to remove this provision from the tariff at
Staff’'s suggestion. It therefore is not an issue for Commission

determination.

e Transportation service for resale.

The issue of providing transportation services to others for
resale was injected into the proceeding through the cross examina-
tion of MidAmerican. It is the position of NSP-SD that it is well
within its entrepreneurial discretion under present South Dakota
law to determine whether or not it will permit transport of gas for
resale over its facilities. NSP’'s gas tariffs in other states do
not allow transportation for resale, and NSP-SD is seeking to be
consistent. For the Commission to require transportation of gas

for resale would be to effectively impose restructuring of the gas




utility business in this state, contrary to both custom and
statute.

Gas service is defined alternatively as the retail sale of
natural gas through a distribution pipeline to 50 or more custom-
ers, or as the sale of transportation services by an intrastate
natural gas pipeline. SDCL § 49-34A-1(8). An intrastate natural
gas pipeline is defined as one located entirely within this state
transporting gas from a receipt point to one or more locations for
customers other than the pipeline operator. SDCL § 49-34A-1(9A).
This definitional section is silent as to whether an intrastate
pipeline operator is required, as distinguished from permitted, to
allow the transport of wholesale gas for resale. Here, NSP-SD
proposes to provide service under the tariff only to retail end
users, just as it provides electric services under its South Dakota
Electric Rate Book only to retail customers. (Wholesale electric
sales and transmission-only service is regulated by FERC, not the
Commission.)

Moreover, other statutes support the conclusion that such a
decision is for the utility to make. Under South Dakota law, gas
utilities are rate regulated. SDCL § 49-34A-6. Typically,

“deregulation” contemplates that rates are set in the marketplace.

A fundamental component of mandatory deregulation injects competi-

tion as the necessary alternative to rate regulation. Not only
does the state presently provide for rate regulation of gas
utilities like NSP-SD, but it specifically prohibits rate increases

10




to prevent competition. SDCL § 49-34A-20. If the Commission
sought to require NSP to deregulate, the principle of equal
protection of laws would require the Commission to do so for all
gas utilities. South Dakota Const., Art. VI, § 18; State vs,
Scougal, 3 SD 55, 51 NW 858 (1892) (state could not prohibit
individual citizens from conducting banking business except in

towns of less than 500 population) .

CONCLUSION

NSP-SD has proposed a just and reasonable rate, as evidenced

by the agreement of the only witnesses testifying on the subject.

NSP-SD has provided adequate, efficient and reasonable conditions
of service in its tariff. The Commission should approve the tariff
and cost of service as agreed upon.

Dated this 8" day of February, 1999.

MAY, ADAM, GERDES & THOMPSON LLP

.

BY

DA . GERDI

Attorneys for NSP-SD

503 South Pierre Street

P.O. Box 160

Pierre, South Dakota 57501-0160
Telephone: (605)224-8803

Telefax: (605)224-6289

CERTIFICATE OF SERVICE
David A. Gerdes of May, Adam, Gerdes & Thompson LLP hereby

certifies that on the 8'" day of February, 1998, he mailed by United
States mail, first class postage thereon prepaid, a true and
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copy of the foregoing in the above-captioned action to the

:
following at their last known addresses, to-wit:

Karen Cremer

Public Utilities Commission

State Capitol

S00 East Capitol Avenue

Pierre, South Dakota 57501-5070

Bob Riter
Attorney at Law
P Box 280

Pierre, South Dakota 57501

é vaﬁ A. Gerdes
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* Northern States Power Company
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Gas Transportation Service Tariff SOPUC NO 1

PRELIMINARY STATEMENT

Northern States Power Company - South Dakota (hereafter “NSP-SD" or
‘Trnnﬁmﬂu)sanebmmnyawpmpmmanmlgummy
planning to engage in the b Sp g and di g natural gas in
mmmewnmmmmnmmesuodmnﬂoﬂ NSPlsynuncorm
of approximately $hese-four miles of distribution lateral pipeline in Minnehaha County, |
South Dakota. NSP-SD will take delivery of natural gas at the compressor station
located on the Angus C. Anson site east of Sioux Falls and deliver it to end-use
customers along or at the of the NSP ibution lateral line in Sioux Falls,
South Dakota
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GENERAL TERMS AND CONDITIONS

ARTICLE 1
DEFINITIONS

1.1 “Btu” shall mean one British Thermal Unit

1.2 “Contract Demand” shall mean the aggregate of the maximum daily
quantities of gas, expressed in dkt per day, which Transporter is obligated to accept for
transportation for the account of Shipper from the points of receipt as set forth in the

T

Service Ag ("TSA") Transporter and Shipper.

1.3  “Contract ¥easPeriod" shall mean mw SUNTRCHG
specified in Appendix ANovesiber—1-aad Qoloberdi-oleach-yeas. until
ATSAh-sexwadoromembeenmudm
accordance with its terms.

14 “Day” shall mean the period of 24 consecutive hours, starting at 9:00 am
Central Clock Time, or such other 24 hour gas day period as established in Northem's
Tariff.

1.5 "Dkt shall mean the quantity of heat energy which is equivalent to
1,000,000 British Thermal Units (BTU). One “dkt" of gas means the quantity of gas
which contains one dekatherm of heat energy. The total dekatherms are caiculated by
multiplying the gas volume in Mcf by its total gross heating value, divided by 1,000.

16 “Equivalent Quantities” shall mean the sum of quantities of gas measured
in dkt received by Ti and delr for the of Shipper at the points of
receipt and delivery during any given period of time reduced by the sum of Shipper's
Pro Rata Share of Lost and Unaccounted For Gas, calculated as a percentage of
Shipper’s throughput on Transporter's system -resulting from the operations of the
System during the same period of time. In the event the ownership of gas lost as a
result of an event of force majeure can be reasonably identified, the quantity thereof
shall be charged to the Shipper or Shippers so identified.

17 “Gas" shall mean natural gas, unmixed or any mixture of natural and
artificial gas

18 “Gross Heating Value® shall mean the number of BTU's produced by the complete
combustion, at a constant pressure, of the amount of gas which would occupy a volume of one (1) cubic
foot at a temperature of 60 degrees Fahrenheit on a dry basis and at a pressure of 14.73 psia with air of
the same temperature and pressure as the gas, when the products of combustion are cooled to the initial
temperature of the gas and air, and when the water formed by combustion has been condensed to the
quid state

Date Filed Dec 16, 1997 Issued by. MichasididansenKent T Larson
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19 “Maximum Daily Quantity” shall mean the maximum quantity expressed in

dkt per day that the Transporter is obligated to receive for the account of Shipper at the
point of receipt, as established in Exhibit A to Shipper's TSA

1.10 “Mcf" shall mean 1,000 cubic feet of gas determined in accordance with
the measurement base described in Paragraph 3.1 hereof

111 “Month” shall mean the period beginning at 9:00 a.m. Central Clock Time

on the first day of the calendar month and ending at the same hour on the first day of
the next succeeding month

112 “Northern” shall mean Northern Natural Gas Company, its successors and
assigns

113 “Northern's Tariff” shall mean the Northem's FERC Gas Tariff as it may be
in effect from time to time

1.14 “Pro Rata Share” shall mean the ratio that the quantity of gas delivered to
Transporter for the account of Shipper to the total quantity of gas delivered to
T by all for in the System during any given period of
time.

115 °SDPUC’ shall mean the South Dakota Public Utilities Commission or any
commission, agency or other state g body g to the powers of
such commussion

1.16 “Shipper” shall mean any party to a TSA providing for transportation of
natural gas on Transporter's System. For purposes of Articles V and VI, “Shipper” shall
also mean Shipper's Agent designated tc provide day-to-day transportation
management for Shipper. Shipper may change such designation from time to time
upon written notice to Transporter.

117 “System"” shall mean the pipeline and related pipeline facilities at the time
owned by Transporter

118 “TSA" shall mean the Ti Service Ag
Transporter and Shipper in the form set forth in this Tariff.

119 “Unaccounted For Gas" shall mean the difference between the sum of all
nput quantities of gas to the System and the sum of all output of gas from the System,
which difference shall include but shall not be limited to gas used and accounted for in
System meter errors (subject to Section 3.8) and gas lost as a result of an

event for force majeure, the ownership of which cannot be reasonably identified

Date Filed Dec 16 1997 Issued by Mechasl-dbiansearent T Larson
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ARTICLE Il
QUALITY

21 Quality Standards of Gas Received by Transporter. The gas to be

by Transp shall be of quality and shall meet the minimum
quality di . as may be or revised from time to time in Northern's
Taniff

22 Quality Tests. At the point of receipt, Transporter may cause tests to be
made, by approved standard methods in general use in the gas industry, to determine
whether the gas to the quality set out in Paragraph 2.1 hereof.
Such tests shall be made at such intervals as Transporter may deem reasonable, and
at other times, but not more often than once per day, or at the request of Shipper.

23 Failure to Conform. If gas delivered by Shipper does not comply with the

quality set out in Parag; 2.1 hereof, Transporter shall have the right,
in addition to all other remedies available to it by law, to refuse to accept any such gas.
Transporter may, at its option and upon notice to Shipper, accept receipt of gas not
complying with the quality set out in Paragraph 2.1 herein p

Transporter, at the expense of Shipper, may make all changes necessary to bnng such
gas into P with such

24 Qualty Sta  of Gas Transp By Transporter. Ti shall
use reasonable dmgence to deliver gas for Shipper which shall meet the quality

set out in Parag 2.1 hereof, but shall only be obligated to deliver gas
of the quality which results from the gling of gas by Transp: from
Shipper and other shippers.

Date Filed Dec 16, 1997 Issued by Michasl-s-hanseaKent T_Larson
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ARTICLE Ill
MEASUREMENT

31 Unit of Mk and M g Base. The t
base shall be one cubic foot of gasata pressure ‘base of 14 73 pounds per square inch
ata base of 60 deg F , and without adj for
water vapor content

32 Atmosphere Pressure. For the purpose of measurement, the absolute
reric (barometric) pi at each station shall be the atmospheric
d by calcul: based on the actual elevation above sea level of
the meter at the place of measurement, and shall be stated in pounds per square inch

33 Temperature If to be y in the sole of
Transporter, the temperature of the gas shall be determined at each point of
measurement by means of a properly , an
thermometer, an electronic temperature measuring dev:ce or a temperature
compensating meter of sfacture le to Transporter

34 Specific Gravity. If determined to be necessary in the sole discretion of

Transporter, the specific gravity of the gas shall be determined at each point of receipt
by one of the following methods

(a) By means of a properly of
acceptable to Transporter

(b)  If(a) is not considered feasible, then by use of a portable specnﬁc gravity to
! of f or other device okto T P
and g for such purp or use in ion with a

(c) Other to Ti

35 Measurement Procedures. Qi of gas and
hereunder shall be n with P in ANSI-API
2530, First Edition, AGA Committee Report No. 5, AGA Committee Report No. 7, and

AGA Committee Report No. 8. or revisions or amendments thereto

36 Measunng Equipment. Unless agreed, Transp will provide,
maintain. and operate g and stations d with flow
meters and other y by which ds of gas |
d from Transps shall be Such g and
regulating stations shall be so installed at the receipt point of the System and at other
agreeable points. All flow. measuring, testing, and related equipment shall be of
f: and type toT

Date Filed Dec 16 1997 issued by Mechasldtdansoakent T Larson
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Transporter and Shipper shall cause the recording chart on all gas measurement

quip to be ged, or or indices read, by either
Transporter or by Shipper's rep tative (where 1) on a daily basis. If
telemetering is not installed, Shipper shall change g charts on Ti P 'S
Delivery point or read T P 's meter on a daily basis
at a time specified by Transporter. Shipper may install check measuring equnpmem
p that such shall be so as not to with of
Transporter

When T P deems it ing equip it shall be installed on
Shipper’s delivery point meter(s), at f‘ 's -Ti P will install and
the

Shipper shall provtde install and maintain a
weatherproof phone service and electrical service outlet with appropriate grounding for
telemetering equipment. Shipper and Transporter, in the presence of each other, shall
have access to all P atall times, but the reading,
calibrating, and adjusting lhereo! shall be done by the Transporter, unless otherwise
agreed. Shipper and Transporter shau have me right to be present at the hme of any

g, reading, p g, testing, or
adjusting done in connewon with all measunng eqmpmenl The records from such
measuring equipment shall remain the property of Ti p care shall
be in the 5 and P of 9 P s0
as to avoid any in the i of the g y of gas and
delivered

37  Calibration and Test of Meters. The of all 9 shall
be verified by the Transporter at reasonable intervals, and if requested, in the presence of
representatives of Shipper Transporter shall not be required to verify the accuracy of such
equipment more frequently than once in Contract Year If either party at any time desires a
special test of any measuring equipment, it will promptly notify the other, and the parties shall
then cooperate to secure a prompt of the of such
Transpor and related incurred by Shipper or Transporter involved in the testing
of meters shall be dene-borne by the party incurring such expense.

38 Correction of Metering Errors. If, upon any test, any measuring
equipment is found to be in error, such errors shall be treated in the following manner: If
the resultant aggregate error in the pts or deli is not more than
2%, then p| ort ies shall be All
shall, in any case, be adlulled at the time of test to record to zero error. If, however,
the resultant aggregate error in puted receipt or 2% ata

9 P g to the ge hourly rate of gas flow for the period since the
last p g test, the p gs of such shall be to
zero error for any period which is known definitely or agreed upon. In case the period is
not known definitely or agreed upon, such correction shall be for a period extending

l)ﬂln Filed Dec 16 1997 Issued by MichaskJ-ManseaKent T Larson
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over one-half of the time elapsed since the date of the last test, not exceeding a
correction period of 180 days.

39 Failure of Measuring Equipment. In the event any measuring equipment
is out of service, or is found registering inaccurately and the error is not determinable by
test, or by pi rding, receipts or ies through such equipment shall be

estimated

(a) By using the registration of any check meter or meters, if installed and accurately
registering, or in the absence of (a);

(b) By correcting the monﬂhe ge of error is by
special test, or math lation, orf in the of both (a) and (b) then;

(c) By estimating the quantity of receipt or delivery based on receipts or deliveries
during preceding periods under similar conditions when the measuring equipment was
registering accurately.

310 Preservation of Records. Shipper and Transporter shall preserve all test

data, charts, and other similar records for a period of at least one year, or such longer
period as may be required by the SDPUC or other jurisdictional public authority. |

ARTICLE IV
RECEIPT AND DELIVERY POINTS

41 Point of Receipt. The initial point of receipt hereunder shall be the point of
interconnection between the facilities of Transporter and the facilities of Northern States
Power Comp. - located in Mi County, South Dakota. Shipper
shall deliver, orcauselobedehvmd gas to Transporter at the point or receipt for
transportation service, set forth in Exhibit A attached to Shipper's TSA.

42 Points of Delivery. The point(s) of delivery hereunder shall be the point(s)
of connection between the facilities of Transporter and the facilities of Shipper, where
Transporter shall deliver gas for the account of Shipper. Such point(s) of delivery are
set forth in Exhibit A attached to Shipper's TSA. Unless otherwise agreed, the
establishment of any additional point(s) of delivery at the request of Shipper shall be at |
the expense of Shipper.
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ARTICLE V
SCHEDULES

51 Schedules. Prior to the first day of each month, Shipper shall furnish Transporter
with a schedule showing the estimated daily quantities of gas Shipper desires Transporter to
transpon dunng such month  Such monthly schedule shall be provided at least one hour before
e b bt ‘s-Jaat{11 30 am_central clock time (cct)
Thereafter Shipper shall on a daily basis advise Transporter of the volumes Shipper will deliver
duning the following day al least one hour prior IOM” 30am it

S ‘s-Tantl However, Shipper may
establish a standing schedule of daily volumes nonfylng Transporter prior to any day when
Shipper s da||y delivenes wul differ from the standing schedule by more thanthe-dady-delvesy

s Tauffive (5) percent

52 Departures from Schedules. Departures from the scheduled deliveries at
the point of receipt shall be kept to the p by op: g . and
shall be as soon as Shipper shall use its best efforts to give
Transporter notice prior to proposed change of a daily quantity from that set forth in the

provided for in Parag 5.1 hereof Such nohoe shall be provnded !_:y_d

Res. With-1he-Rotice-peniod-iomintia-d

NothemsTanff10.00 am. cct !ov nominations eﬂechve at5:00 pm cc1 on gas day or

waive such notice upon vequesl if. inits |udgmenl opermmg conditions permit such
waiver. Transporter and Shipper shall inform each other of any other changes of
deliveries immediately upon knowledge thereof

53  Hourly Vanation. Deliveries shall be made at uniform hourly rates to the
extent practicable. Transporter's obligation to deliver shall not exceed 1/16th of
Shipper's Maximum Daily Quantity in any given hour.

ARTICLEWVI
DAILY AND MONTHLY BALANCING
61  Scheduling and ng Tok Itis that the parties
will be unable to control exactly the q of gas and
on any day, and that deliveries by Shipper and redeliveries by Transporter may vary
above or below the quantities scheduled on any day. However, nothing in this
pacagaph-article shall affect Shipper's obligation to pay for gas actually transported

62 Daily Variance. The daily variance for a receipt point shall be the
iff the total g scheduled for receipt and the actual quantity
deluvered into Transporter's System. The daily variance for a delivery point shall be the
ce the total q heduled and the actual quantity delivered by
Transporter at such point on any day Shipper shall take action to correct any daily
vanance between scheduled and actual receipts and deliveries occurring during the

Date Filed Dec 161997 Issued by MichaelJansenkent T Larson
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month by making adj; to schedules, receipts or d In no event shall the
daily excess or deficiency exceed the- Gy peni-ol 3
sallohnNoshemsTaultfive(5) percent

63  Monthly Imbalances. Shipper's monthly imbalance shall be the net total of
daily vanance from all receipts and delivery point(s) Such monthly |mbalance shallbe |
corrected in-kind through adjustments to Shipper's di in
order for Shipper to receive Equivalent Quantities, or by such olhev melhod as is then
mutually agreed upon by the parties hereto. The cumulative daily variances during any
month ab)ve or below the quantities scheduled shall not exceed
sk wat-taidh ‘s-taniffive (5) percent

Ga—in-oder

ARTICLE VI
PRESSURE

71  Pressure at the Points of Receipt. Shipper shall cause the gas to be delivered at
the points of receipt at a pressure sufficient to allow the gas to enter the System, however,
Shipper shall not be required to deliver gas to the Transporter at any point of receipt at a
pressure in excess of the minimum pressure specified with respect to each receipt point in
Exhibit A of Shipper's TSA

72  Pressure at Point(s)s of Delivery. Transporter shall deliver gas to Shipper's |
delivery points at the pressure existing in the Transporter's pipeline, however, Transporter must
deliver gas to each point at a pressure not less than the minimum pressure specified with
respect to each delivery point in Exhibit A to Shipper's TSA Transporter, however, shall not be
required or permitted to deliver gas at a pressure in excess of the maximum pressure specified
for each point of delivery set forth in Exhibit A attached to Shipper's TSA

ARTICLE VIl
BILLING AND PAYMENT

81 Billing Unless otherwise agreed, on or before the 10th day of each
month. Transporter shall render to Shipper a statement of the total amount of gas
delivered by Transporter 1o Shipper at the point(s) of seeeipt-delivery hereunder during
the preceding month and the amount due. When information necessary for billing
Date Fled Dec 16 1997 Issued by MichasldManseakent T Larson
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purposes is in the control of Shipper, Shipper shall furnish such information to
Transporter on or before the 10th day of the month

Shipper and Transporter shall have the right to examine at reasonable times,
books, records, and recording charts of the other to the extent necessary to verify the
accuracy of any charge, or putation made under or pursuant to any of
the provisions hereof

82 Payment Unless otherwise agreed, Shipper shall pay Transporter at its
general office or at such other ad as Transp shall eRos-Deloiwihe

shallbe-

days after the billing date

83 Remedies for Failure to Pay. Should Shipper fail to pay all or any portion
of any bill as herein provided when such amount is due, interest on the unpaid portion
of the bill shall occur at a rate of one percent (1%) per month. If such failure to pay
continues for 30 days after payment is due, Transporter may, in addition to any other
remedy it may have hereunder, suspend further delivery of gas until such amount is
paid, if authorized pursuant to the rules of the SDPUC

service during the period of he error and

result of the en'ov the recalculated amount v vnll be relunded or, where agpllclblo a
credit on a bill shall be made._ If a cu ‘mdasamunovme
error, the Company may bill the customer if the lmonnt due exceeds $10.00. The first

of the “amount due will be separately billed on a form different from
the normal bill form and include a ‘complete explanation of the billing.

Previous Section 8.5 deleted.
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ARTICLE IX
CONTROL OF GAS

g1 S y for Gas. As the Shipper and Transporter hereto,
Shipper shall be in exclusive control and possession of the gas until such has been
delivered to Transporter at the point of receipt, and after such gas has been redelivered
10 or for the account of Shipper by Transporter at the point(s) of delivery. Transporter
shall be in exclusive control and possession of such gas while same is in the System
between the point ofs receipt and the point(s) of delivery. The party which shall be in
exclusive control and possession of such gas shall be responsible for all injury or
damage caused thereby

ARTICLE X
FORCE MAJEURE

101 Force Majeure. Neither party shall be responsible or held liable for any

loss or damage resulting from failure to perform its obligations due to any cause beyond
its control. pi , that such force majeure affecting the
performance heveundev by em\er Shipper or Transporter shall not relieve such party of
habiiity in the event of its own concurring negligence or in the event ofs its own failure to |
use due dilige to remedy the and to remove the cause in an adequate
manner and with all reasonable dispatch; provided further, that no such causes
affecting such performance shall relieve either party from its obligation to make

as or entitle either party to exercise any right to offset
agansl any such payment obligation

102 Definition. The term ‘foroe mayeure as used herein shall mean acts of
God. strikes . or other ind actsofa puhlvc enemy, wars,
insu . riots, ep kes, fires,
storms. floods, washouts, arrests and res'ramts of me govemmenl either federal or
state, civil or military, civil di for of y repairs,
f or construction of 1aulmes. ge or to y or Imes of
pipe. the necessity for testing (as required by g y or as d
necessary by repairs or alteration to machinery or lines of pipe); failure of surtace
of pipe inability of either party hereto to obtain
neee“avy matenal, supples, or pemms or labor to perform or comply with an
or of this Ag . nights of way, and any other causes, whether
of lhe kind herein enumerated or otherwae which are not reasonably in the control of
the party claiming suspension. It is understood and agreed that the settiement of
strikes or lockouts shall be entirely within the discretion of the party having the difficulty
and that the above requirement that any force majeure shall be remedied with all
reasonable dispatch shall not require the settiement of strikes or lockouts by acceding
to the demands of an opposing party when such course is inadvisable in the discretion
of the party having the difficulty
Date Fled Dec 16 1067 Issued by Michaslitianseakent T Larson
£ Ancte
SDPUC Docket No Chvel Executive & General Manager




Nortnen States Power Company Docket No. NGS7-021
Sioux Fals. South Dakota JCS - 1 Schedule 2
3a8 Transportation Service Tanl SOPUC NO. 1

Onginal Sheet No. 14

ARTICLE XI
INTERRUPTIONS

111 Notice of Interruption. Transporter shall at all times attempt to operate, or
cause to be operated, its System in a manner designed to make possible, as nearly as
practicable. continuous receipt of gas from, and delivery of gas to, Shipper in the
respective quantities provided for in Shipper's TSA. If an interruption or curtailment of
such receipt and/or delivery shall b y. Transp: shall at once attempt
1o notify Shipper by facsimile or telephone or other prompt rneam of communication of
the naturn. extent and p of such i and of the
quantity of gas which Transporter estimates it will be abie !o receive from and deliver to
Shipper during the period of interruption or curtailment, and shall give like notice of the
of such pl or

112 A n of Reduced Capacity. If the of all or a portion
of Transporter's System is reduced as a result of force majeure, repairs, maintenance
or any other cause. similar or , and some oﬂhe ity
of gas to be from shippers under their
as a result, the reduced capacity shall, during the penod of wmnmenl be Illoc-ted

ding to their Daily Quantities, among those
shippers whose gas mus' be or ator ted through, the
affected faciliies

113 Scheduling of Receipts and Dell Transp shall dule all
underull P by Ti in seq as follows
Firstto T s firm Sp P and second to other Rate Schedules
that may be approved, in the order of priority as may be approved by the SDPUC or
other regulatory bodies with jurisdiction

ARTICLE Xl
INCORPORATION IN RATE SCHEDULES AND TRANSPORTATION AGREEMENTS

121 These General Terms and Conditions as incorporated in and are part of
Transp "s Rate Schedules and T Service A In the event of

a conflict between these General Terms and Conditions and terms in Transporter's
Rate Schedules or TSA's, these General Terms and Conditions shall govern

Date Filed Dec 16 1997 Issued by Michasl-J-idansonakent T Larson
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RATE SCHEDULE - FIRM TRANSPORTATION SERVICE

10 Availability. This Rate is available for the P of
natural gas on a firm basis for any end user Shipper where (i) Transporter has
ved that suffi System y exists to provide the service requested by
Shipper. and (1) Shipper has aTi p Service Ag ("TSA")
wheren Transporter agrees to transport gas for Shipper's account up to a specific
maximum daily quantity. Transporter is not to provide portation service
for resale .

70 Gas Supply. Ups Tr . New Facilities. Shipper shall be
respomcle for arranging for all natural gas supplnes and interstate | transportation of
shipper's gas on Northern to the point of receipt. Transporter will arrange for
transportation on the NSP-Generation intrastate pipeline on behalf of Shipper. Unless
otherwrise agreed. Shipper must pay for all d to phy y to
Transporter's pipeline

30
Transporter under this Rate Schedule shall be at the interconnection of Transporter's
System with Northern States Power C -G located in
County. South Dakota The Point(s) of Delivery shall be at the point(s) designated in
the Exhibit A attached to Shipper's TSA

40 Rates and Ch_r@_ The rates for service under this Rate Schedule are
n the- Original Sheet No. 16
However. Transporter has the right at any lme to file with the SDPUC to adjust the
rates apphcable to service under this Rate Schedule

50 Daily Tolerance; Penalty Provisions. The daily tolerance level (+/-) from
Shipper's daily scheduled volume shall be the five (5) percent daily variance
established in Northern's Tariff. Unless otherwise agreed., in the event the daily
quantity of gas delivered by Shipper deviates above or below the daily scheduled
volume in excess of the N 's Tariff level, and Transp is

ges or by N . Shipper shall pay, in addmon to the appropnate rates
contaned in this tanff, an amount equal to any p d to make
to Northem

60 General Terms and Conditions. Any terms ef-and conditions not specmed |

in this Rate S shall be with Ti 's
and C which are by into this Rate Schedule

Date Filed Dec 16 1967 Issued by Muchasidianseakent T Larson
Effective
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Availabilty

Small Volume Peak day requirements of less than 500 therms
of.

Mok Boak-dav

Large Volume Peakda;raqum-emsofanemz.ooomem

Maximum Customer Charge per Month
Small Volume $12.00

tedum Meivne————— 53000
Large Volume $3008276.00

Distribution Charge per Therm

Minimum
Small Volume $0.033%0.0116

Mol $0.012

Large Volume $001380.0116

Date Fied Dec 16 1997
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INDEX OF SHIPPERS

Rate Schedule  Effective Date

12/01/97

10/1/98

iration Date

2/28/2008

10/1/2003

10/1/98
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NATURAL GAS TRANSPORTATION SERVICE AGREEMENT

This Gas Transportation Agreement (“Agreement’) is made this day of
19 by and between NORTHERN STATES POWER COMPANY, a Minnesota
corporation, (hereinafter called "NSP" or "Company”), and —_
fter called "Custt r’). C will enter into
agreement to purchase nmuval gas and have that gas delivered to a specified receipt
point Lotdestlaboiotl C and Company desire to enter into this
Agreement to have said gas

by Company to Ci 's plant facilities.

WITNESSETH: The parties hereto, each in of the
the other, agree as follows

of

10 TERM This A shall on . and
cortinue until and. if not terminated by at least 180 days prior
notice, shall continue further until so terminated

11 CHARACTER OF SERVICE. The p and delivery of gas
hereunder is on a firm basis. In for NSP's ag to provide firm
transportation service at the rates set forth in Sections 3-32.9 and 3.0, Customer agrees |
to utilize natural gas transported by NSP for all the non-electric energ energy requirements of
the Plant equipment for the term of this Agreement. However, Customer may use a fuel
other than natural gas in the case of (i) a force maj or other ot
on the NSP distribution system, Angus Anson line or Transporter's pipelme system, as |
p in this A or Ti P 's Tarff, or (i) a failure of Customer’'s gas
supply as defmed in Section 2.0 for reasons beyond the control of Customer

12 CONTINUITY OF SERVICE. The Company will eﬂdeavor to provide
continuous service but does not an supply of
gas. The Company shall not be responsnble for any Ioss or dlmage resulting from the
interruption or disturbance of service for any cause other than the gross negligence of
lhe Company The Company shall not be liable for any loss of profits or other
g from the use of service or any interruption or

dvstuvbanoe of sennce

20 LIMITATION ON OBLIGATION TO DELIVER This Transportation Agreement is
expressly contingent upon Customer or Customer's Agent's procurement of natural gas supplies
and interstate pipeline transportation to the Company receipt point in__ Minnehaha County, SD
If Customer or Customer’s Agent fails to deliver gas to Company at the designated-town

. Customer shall mmedcalelycomulmgw Company is not
Mlommmmmuwt:«mmv A3 tb RN
P e S TN E TS OV

Jate Féed Dec 16 1967 Issued by Machaskdidansonent T_Larson
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agrees to accept delivery of Customer's gas at me inlet of Company s distribution
system in __ Minnehaha County. SD __and, on a firm basis, transport and deliver said
gas to Customer's point(s) of delivery in volumes upto __ MMBTU per day, or such
other volumes as is mutually agreed. Customer’s point(s) of delivery shall be the outiet

of the meter installation(s) at

22 DAILY NOMINATIONS Customer or Customer’'s Agent shall on a daily basis
advise Company’s gas dispatcher in St Paul of the volumes Customer will request to be
delivered duning the following Gas Day. Customer may alternatively elect to make a standing
nomination with Company. no!ﬂywngCompanyonmydaymnc\lemell
differ from the standing nomination by
taslis.more than five (5) percent. cwmmmndmummmmm
to Company at least one hour

== = 11 30am col 826tdAhouws a-dduancs-oltuesiat-o!
e GaeLav- C or standing nomination shall be its best estimate of the expected
utilzation for the Gas Day. If Customer and Company mutually agree, Company will relay
Customer's daily or standing nomination to Customer's Agent, gas supplier(s), and Transporter.

23 DISPATCHING Customer will adhere to gas g policies and
established by Company “from time-to-time to facilitate service under mu Agreement. Company
will inform Customer of any changes in dispatching policies that may affect this Agreement as
they occur

flow up 1o but not exceeding __ cubic feet per hour at the point(sjf delivery. Gas shall |
be at such and as may exist under operating conditions at
Customer's service location. Operating pressures at this location shall normally be psi

2 52 REFUSAL OR DISCONTINUANCE OF SERVICE (a) With reasonable notice, the |
Company may refuse or discontinue gas service for any of the following reasons: failure to pay
amounts payable when due. breach of contract for service; failure to provide the Company with
reasonable access 1o its property or equipment. when the Company is unable to furnish gas
service to Customer because it cannot obtain permits or necessary right-of-way; when
necessary to comply with any order or request of any g y having

(b) Upon such notice as is under the the Company may
temporarily discontinue gas service when necessary to make repairs, replacements, or changes
in Company's equipment or facilities.

(c) Without notice the Company may disconnect gas service to Customer in the event
of an unauthorized use of or tampering with Company's equipment or in the event of a condition
determined to be hazardous to the Customer, to other customers of the Company, to the public,
or to the Company's employees, equipment, or service.

Date Filed Dec 16, 1997 Issued by Michael-dansoeakent T_Larson
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Any discontinuance of service will not relieve Customer from Customer's obligations to
the Company

2 68 BALANCING. C and Company agree to daily delivery
point nor with actual (as defined in Paragraph 3.03) on an ongoing
basis Customer agrees to exert its best efforts to keep daily deliveries within ﬁve (5)
pevcemofdanry i ki i A RBRE RS

and C y shall Y. but no less than

monmiy Customer or Cuslomer s Agent shall be vesponsnble for balancing receipt
point no made to Transp with receipt point deliveries made by Customer
or Customer's Agent's gas supplier(s)

07 MONTHLY CASHOUT MECHANISM. Unless otherwise agreed
Cust e will be bya
monthly |s the diff (1) the sum of Customer's dally
nomirations for the month and (2) Ci ‘s actual use y
imbalances will not be carried forward to the next calendar month

Undertake Purchase Payment If Customer utilizes less gas than the volume Customer
nominated and delivered to NSP system, Customer shall sell the undertake gas to NSP.
Customer shall be paid an Undertake Purchase Payment equal to the monthly

times the | Purch Rate

Monthly imbalance % Undertake Purchase Rate i

0% t0 2% index + Transporter's Firm  (TF) C
Greater than 2% up 10 10% _ [Index + Transporter's TF Commoq] anl)lx 0 75
Greater than 10% [Index + Transporter's TF Commodity Rate(s)] x 0 50

Overtake Charge: If Customer utilizes more gas than the volume Customer nominated
and delivered to the NSP system, C shall p the ke gas from NSP
C shall be an O Charge equal to the monthly imbalance times
the Overtake Rate

Monthly imbalance % Overtake Rate

0% to 2% Index + Tmnspoﬂef's lnlavmpbbie Tmmpomhon (M) Commodnx Ratau)
Greater than 2% up to 10% _[Index + Transporter's IT Commodity Rate(s)] x 1 25

Greater than 10% [Index + Transporter's IT Commodity Rate(s)] x 150

Index for Monthly Cashout. The Index being used is Inside FERC Gas Market Report's
first of the month “Prices of Spot Gas Delivered to Pipelines” for Northern Nalura!

(D ) A pipeline dity rate ofall Pips
charges including: GRI surcharge,

WMWW
costs and commodity rate(s). All conditions of the monthly cashout mechanism apply

Date Filed Dec 161997 Issued by MechaslJdanscakent T_Larson
Effective
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unless Customer and NSP agree otherwise. However, NSP will treat similarly situated
ona y basis

3.02.8 CHARGES. Commencing with the date of initial deliveries of gas by
Company, the ges for this P service shall be according to Appendix A.

2 934 MONTHLY CUSTOMER CHARGE. As established in Appendix A. The

customer charge shall not exceed the maximum charge on file with the South Dakota
Public Utilities Commission

3 02 VOLUME CHARGE. A Volume Charge equal to the product of (i) the actual
made by Company to C during the billing period, and the fixed-rate
‘per MMBtu stated in Appendix A. The volume metered by NSP will be considered the
actual volume by C y to C Al will be adj! for Btu
content and supercompressibility. The volume charge per MMBTU shall not exceed the
maximum charge on file with the South Dakota Public Utilities Commission

313 TAXES. In addition to the rates specified above, NSP shall collect any
federal, state or local sales, use, excise, or other such taxes and fees that are legally
effective and applicable to the service provided hereunder.

324 PENALTY PROVISION. C shall be liable for any balancing or other
penalties imposed on NSP by Transporter and caused by Customer's actions.
Customer shall also be liable for any i costs i by Company, if any,
caused by Customer’s failure to stay within the +/- five (5) percent daily folerance zone.

3.35 ADDITIONAL CHARGE FOR USE DURING CURTAILMENT. If Cust:

fails to curtail use of gas when by C G shall pay,
in addition to the appropriate above rates, either an amount equal to any payment
Company is required to make to Transporter as a result of Customer’s failure to curtail,
or $10.00 per MMBtu of gas used in excess of the volume of gas to which customer is
requested to curtail, whnchever amount is greater. Such payments, however, shall not

C y from g off C 's gas supply in the event of Customer’s
la-lure to cunall gas use lhereo' when requested by Company to do so

4.0 PAYMENT OF BILLS. Allbills are payable at Company's office on or
before the teath-20th day succeeding the date bill is rendered for service supplied by
Company in the preceding month. Should Customer fail to remit the full amount when
due, Customer shall pay a Late Payment Charge of 1% to be added to the next month's

bill after the date due

41 DISPUTED BILLS. If Customer in good faith disputes the amount of any
monthly billing or part thereof, Customer shall pay Company the amount Customer
believes to be correct and notify Company in writing of the basis for disputing the bill

y shall ptly gate the matter and submit a corrected bill to Customer

Issued by Mechaeldiiansenrent T Larson

Chiet Executive & General Manager




Docket No NG97-021
JCS - 1 Schedule 2
SOPUC NO 1
Onginal Sheet No 22

If Customer has underpaid the amount actually due, Customer shall within five (5) days
remd the addtional amount due. If Customer has overpaid the amount actually due,
Company shall refund the overpayment by a credit to Customer’s next bill. Company
agrees to waive the late payment charge for the disputed portion of any bill if Customer
disputed the bill in good faith

50 BILLING ADDRESSES, CURTAILMENT NOTICES, OTHER NOTICES.
The and/or telep bers for billing, curtailment notices, and
other notices under this Ag are provided in the C to this A

6.0 TITLE TO GAS. Unless agreed, C shall title to
Customer’s gas while being transported by Company. However, Company may, if the
parties mutually agree, take title to Customer's gas to arrange interstate or intrastate

pipeline P from Ti P to C: y's receipt point

6.1  WAIVER OF LIABILITY. C shall hold Compi

L y

termination of gas service caused by failure of Customer, Customer's Agent,

for any

Customer's gas supplier(s) or Transporter to deliver gas to Company's designated
receipt point

7.0 TELEMETERING. - When transporter deems it necessary, t¥elemetering
shall be on Ci 's premises, at Customer’'s expense, in order
to measure daily and monthly iesto C Company will install and
maintain the ing facilities. Ci shall provide, install and maintain a
weatherproof phone service and electrical service outlet with appropriate grounding for
telemetering equipment at Customer's ceslexpense.

80 REGULATORY AUTHORITY. This ag 1s subject to all valid laws, orders,
rules and regulations of any and all duly having j over the
subject matter herein and is subject to the receipt of any necessary authorization for the

e service herein.

90 REPORTING REQUIREMENTS Customer shall furnish to NSP all information as

may be required or appropnate to comply with rep of duly
authorities having jurisdiction over the subject matter hefem

10.0 CONFIDENTIALITY The terms of this contract, including but not limited to
Customer's delivered price of gas. NSP’s customer charge and volume charge. the volume of
gas transported, and all other matenal terms of this contract shall be kept confidential by NSP
and Customer. except to the extent that any information must be disclosed to a third party as
required by law or for the purpose of effectuating transportation of the subject gas pursuant to
this Agreement

110 SUCCESSION. ASSIGNMENT This Agreement shall inure to and be
equally binding on the respective partes ther successors and assigns.  Neither party

Date e Dec 76 1967 S Oy Mgt et T Larson
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shall assign this Ag! and rights without the written approval of the
other party. Such app shall not be y

12.0 ENTIRE AGREEMENT; MODIFICATION AND WAIVER. This Agreement,
together with all documents attached hereto which NSP has signed or initialed
intending to make them a part hereof, titutes the entire ag the
parties relating to the transaction described herein and supersedes any and all prior
oral or written understandings. No addition to or modification of any provision hereof
shall be binding upon NSP, and NSP shall not be deemed to have waived any provision
hereof or any remedy available to it unless such addition, modification or waiver is in
writing and signed by a duly authorized employee of NSP.

13 0 SEVERABILITY. If any provision hereof is held to be unenforceable by final
order of any regulatory authority or court of P such p shall
be severed herefrom and shall not affect the interpretation or enforoeabumy of the
remaining provisions hereof

this Ag
date and year first wvmen above

NORTHERN STATES POWER COMPANY

Customer

Date Fled Dec 16 1997 Issued by Mchasiiiansenrent T Larson
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APPENDIX A
GAS TRANSPORTATION AGREEMENT
DATED
FOR
(Customer name)

Delivery Period
The Aureemenl and the rates, terms and condmons contained herein, will be in effect

for a term . and g through and then
shall be reneqohnod

" Delivery Point(s) and Charges

(a)  Delivery Point(s)

NSP will transport the Customer’s gas supplies to customer’s facility, located at
under this Agreement at the following rate.

(b)  NSP Transportation Service Charges

The maximum-Customer Charge is $38%00_____ per month.

Transportation local delivery volume charge of §, Ml DA BB DI Pe
[EE and-nol-be-less-1han-$0.044 per MMBtu transported, before
applicable taxes and fees

(©) Annual Minimum Local Delivery Charge

Customer agrees to an Annual Minimum Local Delivery Charge of
determined by the Company.

System Exit Charges will aiso apply as determined by the Company._If service under the
Transportation Agreement (or Successor Agreement) terminates prior to the end of the
eommﬂagg mmgﬁlogx%ulmmlﬂ'!omnm
mgmmmwmmtm in
which the Transportation Agreement is terminated.

Contract Quantity
Customer nominates a maximum daily Contract Quantity of MMBtu

NSP is not obligated to provide firm transportation service in excess of Customer's
maximum daily Contract Quantity unless NSP agrees to amend this Agreement in
writing. However, NSPmynmmmmmﬂmemm
Customer on an ible basis if C: 80
localdolmfychuwporMMBtusmllbolhcsnmnmﬁmlowmhvuymm
forth above

Date Filed Dec 16, 1997 Issued by Michasl-Jtdansenkent T Larson
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APPENDIX B
DEFINITIONS

“Btu” shall mean British Thermal Unit and shall be the quantity of heat required
to raise the temperature of one (1) pound of water one degree Fahrenheit at sixty (60)
degrees Fahrenheit

“Contract Quantity” shall mean the daily quantity of natural gas which NSP is
obhigated to deliver on a firm basis to Ci to this A

"Contract ¥easPeriod" shall mean the twelve-menth-calendar-period set forth in
Appendix A

"Customer” shall mean t Ti gy Inc. For purp of this
t. the term C also C 's Agent

“Customer's Agent" shall mean (if applicable) the party or entity designated by
C in the | to perform day-to-day supply and/or delivery
fi forC Subject to NSP's approval, Customer may
change such designation from time to time upon written notice to NSP.

“Delivery Point" shall mean the outlet side of the NSP meler located on NSP's
natural gas system at C 's Plant service

"FERC" means the Federal Energy Reg yC
agency

“Fim T " shall mean 1 service which is not subject to
interruption except for emergencies or for fmlure of Customer to deliver gas to NSP at
the Receipt Point for transportation to Customer

“Gas" shall mean natural gas, manufactured gas, or other forms of gaseous
energy which conform to the quality specifications in Transporter's Tariff.

"Gas Day" shall mean the 24 hour period determined in accordance with
Transporter's Tariff

“Interruptible T " shall mean P service which is subject
to interruption at Company’s option

“"MMBtu" shall mean one million (1,000,000) BTUs. One MMBtu is equal to one
(1) “Dekatherm” or ten (10) “Therms."

Date Filed Dec 16 1997 Issued by Michaei-sMansonkent T Larson
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“Receipt Point" shall mean the inlet point of the NSP gas distribution system
where NSP takes receipt of gas from Transporter.

“Transporter” shall mean Northern Natural Gas Company.

“Transporter's Tariff" shall mean Northern's FERC Gas Tariff on file with the
FERC from time to time

Date Filed Dec 16, 1997
Effective
SDPUC Docket No
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APPENDIX C
NOTICES AND CONTACT LIST

C-1 Notices to NSP Notices and Bills to Customer.

Northern States Power Company
Attn: SD Gas Operations

PO Box 988

500 West Russell St

Sioux Falls, SD 57101-0988

C-2 Day to day communications Day to day communications to Customer

Wm Duff Robinson
Senor Engineer
phone 605-339-8345
fax  605-339-8204

Jerry Peterson

Coordinator New Business Dev
phone 605-339-8310

fax 605-339-8204

C-3 Gas Transportation Communications
NSP Gas Control (24 Hours/day)

Northern States Power Company
Gas Control

825 Rice Street

St. Paul, MN 55117

phone: 612-229-5527

fax  612-229-2370

Date Filed Dec 16, 1997 Issued by. Michasl-J-bensonKent T Larson
Effective
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Telephone (605)773.5200
FAX (6057733228

Comsumer Hothine
19883321782
TTV Throsgh

Reiy South Dakors
18883771113

Toterner Webute

South Dakota

State Capitol Building, 500 East Capitol Avenue, Pierre, South Dakota 57501-5070

March 8, 1999

Mr. David A Gerdes

Attorney at Law

May, Adam, Gerdes & Thompson LLP
P_0. Box 160

Pierre, SD 57501-0160

Ms. Suzan M. Stewart
Managing Attorney
MidAmerican Energy Company
P O Box 778

Sioux City, IA 51101

Mr. Jim Wilcox

Northern States Power Company
P O Box 988

Sioux Falls, SD 57101-0988

Ms. Karen Collins
Montana-Dakota Utilities Co
400 North Fourth Street
Bismarck, ND 58501

Mr. Michael J Hanson
Chief Executive and General Manager

Sioux Falls, SD 57101-0988

Ms. Jennifer Erickson

Chief Operating Officer
PAM Natural Gas

P. 0. Box 5200

Sioux Falls, SD 57117-5200

Mr. Robert C_ Riter, Jr

Attorney at Law

Riter, Mayer, Hofer, Wattier & Brown
P. 0. Box 280

Pierre, SD 57501-0280

Re:  In the Matter of the Application for an Order
Establishing a Natural Gas Utility, and to
Establish Initial Natural Gas Transportation
Rates for Northern States Power Company
Docket NG97-021

Commrsioner

Wi Batlard )
Fxecutive Director

Dear Folks

Enclosed each of you wili find copies of Staff's Brief in the above captioned matter
This 1s intended as service upon you by mail

Sincerely

Karen E. Cremer
Staff Attorney

Enc

Roluyne Ailts Wiest
.




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION FOR
AN ORDER ESTABLISHING A NATURAL GAS STAFF'S BRIEF
UTILITY, AND TO ESTABLISH INITIAL
NATURAL GAS TRANSPORTATION RATES NG97-021
FOR NORTHERN STATES POWER COMPANY
Pursuant to the briefing schedule established in the above-captioned matter, the
South Dakota Public Utilities Commission Staff (Staff) submits its brief on the following
issues.
| Whether Northern States Power should provide transportation services to others
for resale over its facilities
Whether Northern States Power should file updated cost of service data, and if so,
when, and at what level of detail
ARGUMENT
|
WHETHER NORTHERN STATES POWER SHOULD PROVIDE
TRANSPORTATION SERVICES TO OTHERS FOR RESALE OVER ITS
FACILITIES

Northern States Power Company - South Dakota Operations (NSP-SD) is

requesting that it be granted authority to operate as a gas utility At the hearing,

MidAmerican Energy Company (MidAmerican) questioned NSP-SD if it would be willing
to change its tariff so that resellers and not just end users could be customers of NSP-SD
NSP-SD stated that it was not willing to do so unless mandated by the Commission

To the best of Staff's knowledge no resellers have requested to become customers
of NSP-SD Due to this, it appears that this issue is not ripe and need not be determined
at this time  Neither the South Dakota statutes nor the Federal Energy Regulatory
Commission Regulations Subpart B--Certain Transportation by Interstate Pipelines,

§ 284 101 et seq . or Subpart C—Certain Transportation by Intrastate Pipelines, § 284.121




et seq. speak to this issue It is Staffs position that while nothing prohibits the
Commission from addressing this issue. there is nothing requiring the Commission to
address it at this ime Staff recommends this 1ssue be addressed when a potential
reseller makes a bona fide service request and specific details can be thoroughly
examined and ruled upon
n

WHETHER NORTHERN STATES POWER SHOULD FILE UPDATED COST

OF SERVICE DATA AND IF SO. WHEN, AND AT WHAT LEVEL OF

DETAIL

Staff's position regarding this issue is that NSP-SD should be ordered to update its
cost of service numbers in May 2000 with calendar year 1999 numbers. Exhibit 6, pgs. 8-
9 Transcript pg 114 This information should be rate case quality but does not require
the filing of testimony. If Staff has any questions after this information is filed, data
requests can be 1ssued  Should the need arise following the filing of this information, Staff,
pursuant to SDCL 49-34A-26. could petition the Commission to substantiate the rate if it
appeared to be unreasonable, insufficient, or unjustly discriminatory.

Staff's recommendation that NSP-SD file its actual numbers from 1999 also includes
a recommendation that NSP-SD file its annual operations report. Finally Staff would
recommend that the tanff language filed as an attachment to NSP-SD's brief be approved,
subject to the Commission's decision on the resale language of the tariff

Dated this 8th day of March, 1999

Karen E. Cremer

Staff Attorney

South Dakota Public Utilities Commission
500 East Capitol

Pierre, SD 57501

Telephone (605) 773-3201
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RECEIVED

BEFORE THE MAR 17 1999
PUBLIC UTILITIES COMMISSION o g
STATE OF SOUTH DAKOTA T 2AKOTA pUBYIC
COMMISSION
IN THE MATTER OF THE APPLICATION FOR NG97-021 o
AN ORDER ESTABLISHING A NATURAL GAS <1 0

UTILITY. AND TO ESTABLISH INITIAL .VCAV
cel

NATURAL GAS TRANSPORTATION RATES L Be
FOR NORTHERN STATES POWER COMPANY ThA T

BRIEF OF INTERVENOR MIDAMERICAN ENERGY COMPANY

Intervenor MidAmencan Energy Company (“MidAmenican”) 1 the largest
natural gas distribution company serving the State of South Dakota. The distribution
pipeline that has been constructed by Applicant Northern States Power Company - South
Dakota (“NSP-SD”) was specifically constructed to provide a competitive gas delivery
alternative to MidAmerican natural gas delivery service in the Sioux Empire
Development Park number S (Tr 10-11, 68) In determining whether 1o authorize NSP-
SD 1o provide natural gas transportation service in South Dakota and to approve the
1anffs proposed by NSP-SD. the South Dakota Public Unilities Commission
(“Commu.sion”) should strive to create a level playing ficld for this competition
Furthermore. MidAmenican should be permitted to use the Angus Anson 12-inch gas
transmission pipeline (“Anson Pipeline™) to transport natural gas to s local distribution
service arca

STATEMENT OF FACTS

MidAmerican concurs with the statement of facts presented in Applicant’s

Opening Brief with one exception. NSP-SD claims an extremely limited amount of

unused capacity exists in the Anson Pipeline - about 325 MCF per hour. (Tr. 9, Exh. 3.




p 4.1 1821) It only this amount of capacity that NSP-SD proposes to make
available 1o transportation customers in the industrial park. This calculation is based on
peak usage of the two combustion turbines at the Angus Anson generating plant of 2,450
MCTF per hour, peak usage of the Pathfinder Unit at the rate of 900 MCF per hour and
1.225 MCF per hour usage of a possible third combustion turbine unit that has vet to be
constructed (Tr 9-10, Exh 3. p. 4.1 2-21). The probability that all of these units will
all be operated at capacnty at the same time 1s remote or unlikely. The Anson generating
plant only operates at capacity 300 hours of the year. (Tr. 65). Furthermore, the third
unit 1s not yet built. The Commussion should determine the true amount of available
capacity at this location

In addition, 1t is not clcar what amount of this excess capacity will be used to
supply the requirements of Hutchinson Technologies. Inc. (“HT1"). HTI has unspecified
expansion plans. (Tr. 23) MidAmerican belicves that complete information regarding
the current and future use by HT1 of this facility is required in order to determine whether
the proposed rate is reasonable, as well as whether there may be any capacity remaining
for resale purposes.

ARGUMENT

NSP-SD MEETS THE STATUTORY CRITERIA FOR CERTIFICATION AS A
GAS UTILITY

NSP-SD secks to become a gas utility. providing transportation service on a
limited basis only. Under SDCL 49-34A-1(9), a “gas utility” is a person *.._operating.

2. or g ...equip or facilities for providing gas service 10 or for

the public.” (Emphasis supplied). “Gas service™ is defined by SDCL 49-34A-1(%) to

include “the sale of transportation services by an intrastate natural gas pipeline.” The




designation as a public utility is accompanicd by a bundle of obligations to the public,

including the obligation to charge only rates approved by a public service commussion as

well as the obligation to deliver gas. NSP-SD has acknowledged that its local
distribution operations (“LDC™) operations in South Dakota will have a limited purpose
and are intended only 10 be a method for NSP-SD 1o market the unused capacity of the

Anson Line. (NSP-SD Br p 3)

NSP-SD does not propose to accept the obligations to serve and deliver which are
key 10 the designation as a “public utility™ under the law and regulations of South Dakota.
TI'he Commussion should only grant it the imited status of a gas utility offering
exclusively transportation service on a discretionary basis.

n THE RATE CHARGED NSP-SD's LARGEST CUSTOMER DOES NOT
RECOVER THE COSTS OF SERVICE. IF THE COMMISSION APPROVES
NSP-SD’s  PROFFERED RATES. IT SHOULD ADOPT COMMISSION
STAFF'S PROPOSAL TO REVIEW THE RATES IN 2000 IN ORDER TO
ANALYZE THE ACTUAL COSTS OF SERVICE
NSP-SD has proposed a ratemaking scheme that is unique among South Dakota

natural gas utilitics. NSP uses a levelized annual revenue requirement methodology to

develop a maximum transportation rate of $0.194 per dekatherm. applicable to large
customers. (Exh. X, p. 2.1 17. Sch 5. Exh. 9. p. 9). The maximum rate recovers the
estimated cost of service calculated on a levelized basis. (Tr. 35-36; Exh. 8. Sch.3)

However, HTT will not be charged 1o maximum rate. The minimum rate recovers only

the vanable operating costs of annual O & M of the 4 ' inch system. an internally

negotiated transfer price for the use the Anson pipeline. plus a $0.02 cents contribution to

system fixed costs. (Exh. 9. Sch. 5). HTL. the largest customer served by NSP-SD, is

paymng something less than the maximum rate. so not all of its costs of service are being




recovered (Tr 35-36,63) The rates are also unique because they recover only a very
nominal amount of regulatory and administrative costs. (Tr. 69; Exh. 7.p. 3.1 2-16:
Exh X p 4.1 1-9)

For small and medium transportation customers, the costing methodology

becomes even less precise. For small Ty customers, the rate is

$1.03 per dekatherm. (Exh 9. Sch. 7). The rate for medium volume customers is labeled
as “market based” and is S0 50 per dekatherm. (Exh 9.p. 10,1 8-11). This is identical
to the floor of MidAmenican's comparable rate

NSP’s witness Smith claims that this methodology is typical of projects where
expansion is expected. However. NSP-SD's witnesses have testified that the
opportunities for expansion of this system are nominal - service will only be provided
until the small amount of excess capacity in the line is exhausted. (Tr. 11)

NSP justifics the imprecision of its ratemaking methodology on the fact that its
customers arc not paying the costs of the Anson Pipeline in gas or electric utility rates.
(Tr. 52-53). While this may be comforting 1o NSP customers, NSP's proposed
ratemaking methodology places MidAmerican at a competitive disadvantage
MidAmerican. in comparison to NSP-SD, bases its rates on a fully allocated class cost of
service study. These rates nclude administrative and overhead costs, such as the costs of
gas supply personnel purchasing gas for purposes of system integrity. MidAmerican is at
a particular disadvantage in the case of service to smaller transportation customers
MidAmerican requires all of s transportation customers 1o telemeter at their expense

NSP-SD has indicated that it may not require customers to pay for costly daily metering

devices. (Tr.X5). At this time, MidAmerican's tariff s do not provide that flexibility. If




the Commussion should approve NSP-SD’s proposed tanffs, MidAmerican anticipates

that it may file an optional taniff with the ( authorizing the of its

rates on a selected basis to meet competitive threats. Pan of this request may be to
climinate the requirement that customers pay for telemetry

Part of any Commussion approval of the NSP-SD tariff should be review of the
scheme in 2000. as proposed by Commussion Staff Witness Rislov. (Tr 114). NSP-SD
rates are based on a number of assumptions that may not be supported by actual operating
experience. Annual review of this rate will minimize the possibility of inadvertent
Commission approval of a price that is below short-run marginal cost o serve the
customers
m PIPELINE FACILITIES TO THE ANGUS ANSON GENERATING STATION

SHOULD BE USED IN THE PUBLIC INTEREST THIS INCLUDES

AUTHORIZING NSP-SD TO RESELL PIPELINE CAPACITY TO THIRD

PARTIES

NSP-SD's proposed tariffs do not permit transportation service to be resold

(Exh 9.p 5.1 9-21. Sch. 3). NSP-SD argues that this provision is necessary 1o make the
South Dakota tariffs consistent with NSP tanffs in other jurisdictions. (Tr. 75-78). This
1s not a compelling argument. The Commission should determine whether requiring

NSP-SD 1o resell transportation service is in the public interest.” NSP- SD states that it

would climinate the provision if the Commission ordered gas restructuring. (1. 77)

MidAmenican belicves that T resales may y promote efficient use

of pipeline facilities in South Dakota

SDCL 49-33A-1(K) extends the scope of the Commission s junisdiction 10 resales of transportation
service. The definition of “gas sarvice” contained theren s limited 10 retail sales of natural gas but docs
not contan the seme limitation n its reference 10 ANsSPOMALON service.




MidAmerican’s primary interest in the purchase of distribution service for resale
does not relate 1o NSP-SD's 4-'. inch lateral system. Mid American anticipates that it
may. at some time in the future, seck 1o interconnect its distribution system with the
Anson Pipeline. MidAmerican could use the Anson Pipeline to move gas to move gas to
1ts local distribution arca instead of constructing new. duplicate distribution facilities. 1f
MidAmerican determines that interconnection is appropriate. it will make a request to
NSP-SD for service under the Commussion-approved taniff.

In 1ts brief, NSP-SD rawses the possibility that the principle of equal protection of
law might require MidAmerican to resell transportation service if NSP-SD is so ordered
MidAmerican’s transportation taniffs on file with Commission do not prevent the sale of
transportation service for resale. MidAmerican would be required 1o resell its
transportation service 1o other distribution system users at its filed rates

CONCLUSION

NSP-SD has proposed a unique ratemaking scheme for its gas transporntation

service. This scheme may place Mid American at a competitive disadvantage and should
be reviewed by the South Dakota Public Utilities Commission in 2000. Furthermore,
NSP-SD tanffs should be modified 1o permit resale of transportation service

DATED this 10" day of March 1999
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Suzan M. Stewan
Managing Attorney
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(712)277-7587 voice
(712)252-7373 fax

Robert C. Riter, Jr

Attorney

Riter, Mayer, Hofer. Wattier &
Brown, LLP

319 South Coutcau Street

P.O. Box 280

Picrre, SD 57501-0280
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Rolayne Ailts Wiest

Public Utilities Commission

State Capitol

500 Last Capitol Avenue

Pierre, South Dakota 57501-5070 MAR |/ I?'(
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Docket NG97-021

RE: NSP GAS W akors
™ WA
Our file: 0185.01

Dear Rolayme:

Enclosed is a copy of a letter from Bob Riter, Jr., representing
MidAmerican, which I believe is self-explanatory. Unfortunately,
I need some extra time to work on whatever reply brief is
necessary because Judge Kornmann has scheduled a federal trial
which will take up my time during the week of March 22. I hope
this will be agreeable with the Commission and staff.

Yours truly,

MAY, AD/M, GERDES & THOMPSON LLP

LA

BY:

DAG : mw

Enclosure

cc: Bob Riter, Jr.
cc/enc: Karen Cremer

Jim Wilcox
Jim Johnson
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319 South Coteau Street
P.O. Box 280
Pierre, South Dakota 57501-0380

R.C. RITER (1912-1904)

y yours,
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April 1, 1999

RECEIVED

Mr. William Bullard, Jr. APR 01 1999
Executive Director

Public Utilities Commission SOUTH DAKOTA PUBLIC
State Capitol UTILITIES COMMISSION
500 East Capitol Avenue

Pierre, South Dakota 57501-5070

RE: POWER CI ; SIOUX PALLS GAS
Docket NG97-021
Our file: 018S

Dear Bill:

Enclosed are original and 11 copies of NSP-SD’'s reply brief in
this docket. Please file the enclosure.

1 am enclosing an additional face page of the brief. Please date
stamp it and return it to me in the enclosed self-addressed
stamped envelope.

With a copy of this letter, I am forwarding a copy of the reply
brief to the service list.

Yours truly,

MAY, ADAM, GERDES & THOMPSON LLP

BY:
DAG : mw
Enclosures

cc/enc: Karen Cremer
Robert C. Riter, Jr.
Suzanne Stewart
Jim Wilcox
J.P. Johnson
Denny Fulton
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION FOR ) FINDINGS OF FACT AND
AN ORDER ESTABLISHING A NATURAL GAS ) CONCLUSIONS OF LAW;
UTILITY, AND TO ESTABLISH INITIAL ) NOTICE OF ENTRY OF
NATURAL GAS TRANSPORTATION RATES ) ORDER

FOR NORTHERN STATES POWER COMPANY ) NG97-021

On December 161997 Northern States Power Company - South Dakota (NSP-
SD), filed with the Public Utilties Commission (Commission) an application for an order
establishing a natural gas local distribution utility, and to establish initial natural gas
transportation rates The initial rate will allow NSP-SD to serve the new Hutchinson
Technology Inc (HTI) facility in the Sioux Empire Development Park Number 5 in eastern
Sioux Talls. South Dakota. through a new lateral pipeline  HTI had contacted NSP-SD and
requested the proposed service The proposed tanff. rate schedule, and form of service
agreement would establish NSP-SD as a regulated utility in the state of South Dakota
subject to Commussion jurisdiction  The proposed maximum rate is a volumetric rate per
Mcf with a per month fixed customer service charge. At the time of filing, only HT| was
affected by the proposed rate and tanff  The HTI plant was expected to be in commercial
operation in February of 1998 NSP-SD also d that the Ci ) waive the
tar#f schedule arrangement and form of tariff rules found at ARSD 20:10:13.04 and
20101305 NSP-SD further requested waiver of any other Commission rules necessary
to allow the tarff and rate to be effective on the date requested NSP-SD has further
requested the Commission to approve the proposed initial rate, subject to refund and
subject to hearing within 30 days following the date of the filing

Al its regularly scheduled meeting of January 8, 1998, the Commission ordered that,
pursuant to SDCL 49-1A-8. NSP-SD shall be assessed a filing fee as requested by the
executive director up to the statutory limit of $100,000 and February 9. 1998, was
established as the deadline for intervention. The C 1 took under W the
request by NSP-SD to permit it to flow gas to its one customer, HTI. On January 12, 1998,
at a duly noticed ad hoc meeting, the Commission unanimously voted to allow NSP-SD to
flow gas through its pipeline. subject to refund, in order to accommodate its customer, HTI
Commussioner Schoenfelder also asked for clarffication as to whether the Commission has
unsdiction to regulate NSP-SD as a gas utility Intervention was granted to MidAmerican
Energy An intervention request was also received from PAM Natural Gas (PAM) The
Commussion requested that PAM refile its request for intervention to clarify the filing. On
February 23 1998 PAM filed another request for intervention

On Apnl 7, 1998 NSP-SD filed an amended application requestir:g that the title of
the application be amended to allow it 1o seek to be regulated as a gas utility. On Apnl 15,
1998 MidAmerican Energy filed an amended motion to intervene based on NSP-SD's
amended application On Apnl 22 1998, at its regularly scheduled meeting, the
Commussion found it had junsdiction It also granted intervention to MidAmerican Energy
and PAM




By order dated November 18, 1999, a procedural schedule was set and a hearing
was scheduled for 1 30 pm . on Monday, January 4. 1999, in Room 412, State Capitol
Building 500 East Capitol Pierre. South Dakota The hearing was held as scheduled and
brefs were filed following the heanng

At its April 26 1999 meeting, the Commission unanimously voted to grant the
apphication and the request to waive ARSD 20 101304 and 20110 13.05 Based on the
evigence of record, the Commission makes the following findings of fact and conclusions
of law

FINDINGS OF FACT

1 On December 16, 1997 NSP-SD filed with the Commission an application for an order
establishing a natural gas local distribution utility and initial natural gas transportation
rate:. Exhibit 1 NSP-SD also requested that the Commission waive the tanff schedule
arrangement and form of tariff rules found at ARSD 20 101304 and 20101305 Id

2 OnApnl 71998 NSP-SD filed an amended application requesting that the title of the
apphication be amended to allow 1t to seek to be regulated as a gas utility. Exhibit 2

In 1994 a natural gas pipeline was constructed by NSP's Generation Business Unit to

provide fuel delivery for the new combustion turbines being installed at the Angus C
Anson Generating Site Exhibit 2 at 3 The pipeline consists of a 12 inch pipe and is 13
miles long Id at3-4

4 In 1997 NSP-SD constructed a 3 5 mile long, 4.5 inch diameter steel lateral pipeline
from the Angus C Anson natural gas fuel supply pipeline to the Hutchinson Technologies,
Inc facility in the Sioux Empire Development Park located in Sioux Falls, South Dakota
Id at4 This pipeline will be referred to as the Hutchinson Lateral. Subsequently, NSP-
SD began to serve two other customers, the Minnehaha County Highway Department and
the Jans Corporation Exhibit 9 at 2

5 In its application, NSP-SD proposed a Gas Transportation Service Tariff containing the
rates and conditions of service Exhibit 1 NSP-SD proposed maximum rates with a
levelized annual revenue requirement Exhibit 5 at 2

6 Commssion staff proposed changes to the rates, terms, and conditions of service in
its prefiled testimony Exhibits 6 and 7 In respoi to C 1 staff's prop
changes contained in its prefiled testimony, NSP-SD made a number of changes to its
proposed tarff  Exhibit 9

At the hearing. James Smith, a witness for NSP-SD stated that NSP-SD adopted the
methodology for rates as proposed by Commussion staff Tr at 67. Robert Knadle,
Commussion staff analyst. stated that NSP-SD had agreed to the changes he proposed in
tus rebuttal testimony. Tr at 124, Mr. Knadle also revised his testimony based on updates




provided to Commission staff after staff had filed its testimony. Tr at 116-122 Following
the hearng NSP-SD submitted another proposed tanff which contained additional
changes See Gas Transportation Service Tanff SDPUC NO. 1, Oniginal Sheet No. 1
through Onginal Sheet No 27, inclusive (attached to Applicant's Opening Brief, dated
February 8 1999)

8 Following the filing of the updated tarff. Commission staff recommended approval of
the tariff Commission Staff Brief at 2

% The Commission finds that the rates in the proposed tanff are just and reasonable
However because this is a start-up facility where estimates were used to set the rates, the
Commission finds that NSP-SD shall update its cost of service numbers in May of 2000
with calendar year 1999 numbers Commussion staff shall review the filing and, based on
ts analysis may petiton the Commission to determine whether the tariffed rate is
unreasonable insufficient. or unjustly discriminatory  See SDCL 49-34A-26

10 The Commussion finds that the terms and conditions in the proposed taniff are just and
reasonable With respect to the issue of whether NSP-SD should provide transportation
services 1o others for resale over its facilities, the Commission finds that it will decide this
ssue when a reseller actually requests to become a customer of NSP-SD or in a separate
proceeding in order to allow other interested parties an opportunity to comment

11 The Commission also finds that on the issue of system exit charges, the reference to
the “facility extension” contained in the Gas Transportation Agreement means only that
portion of the facility that is built from the Hutchinson Lateral to the customer-owned
faciity See Gas Transportation Service Tanff SDPUC NO. 1, Onginal Sheet No. 24
attached to Applicant's Opening Brief, dated February 8, 1999)

12 The Commission therefore approves the following tariff sheets. Gas Transportation
Service Tarff SDPUC NO 1, Onginal Sheet No 1 through Original Sheet No. 27, inclusive
(attached to Applicant's Opening Brief dated February 8, 1999)

13 The Commission further finds that NSP-SD is an intrastate natural gas pipeline utility
prowviding gas service through the sale of transportation services. See SDCL 49-34A-1(8),
(9). and (9A)

14 The Commission finds good cause to waive the tariff schedule arrangement and form
of tariff rules found at ARSD 20 10 13.04 and 20.10:13.05

CONCLUSIONS OF LAW
1 The Commission has junisdiction in this matter pursuant to SDCL Chapters 1-26 and

49-34A specifically 1-26-17 1, 49-34A4, 49-34A-6, 49-34A-8, 49-34A-10, 49-34A-11, 49-
34A-12 49-34A-13 49-34A-13 1, 49-34A-17, 49-34A-19, and 49-34A-21




2 The Commussion finds that NSP-SD is an intrastate natural gas pipeline utility providing
gas service through the sale of transportation services. See SDCL 49-34A-1(8), (9), and
(9A)

3 The Commussion finds that NSP-SD's proposed tariff sheets are fair and reasonable
and are approved  See Gas Transportation Service Tariff SDPUC NO. 1, Original Sheet
No 1 through Original Sheet No. 27, inclusive (attached to Applicant's Opening Brief,
dated February 8 1999)

4 The Commission finds good cause to waive the tariff schedule arrangement and form
of tariff rules found at ARSD 20:10.13.04 and 20:10:13.05

It is therefore

ORDERED, that NSP-SD's proposed tariff sheets filed as Gas Transportation
Service Tarff SDPUC NO 1, Oniginal Sheet No. 1 through Onginal Sheet No. 27, inclusive
(attached to Applicant's Opening Brief, dated February 8, 1999) are fair and reasonable
and are approved and that ARSD 20:10.:13:04 and 20:10:13:05 are hereby waived.

NOTICE OF ENTRY OF ORDER

PLEASE TAKE NOTICE that this Order was duly entered on the /=7 d’ day of
May. 1999 Pursuant to SDCL 1-26-32, this Order will take effect 10 days after the date
of receipt or failure to accept delivery of the decision by the parties

Dated at Pierre, South Dakota, this /o * day of May, 1999

BY ORDER OF THE COMMISSION

A Z)
Y I Sk
JAMES A BURG, Chairman 7

( 42471 /va
PAM NELSON, Commissioner

’ Ay -

(OFFICIAL SEAL) 7 h/, o
LASKA SCﬁOENFéLDER. Cpmmissioner
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